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Twyford Bathrooms

Directors” report and financial statements
¥

31 December 2003

Directors’ report

The directors present their directors” report and financial statements for the year ended 31 December 2005.

Principal activity
The company’s principal activity is the manufacture and sale of bathrooms and ancillary fittings for the UK and

overseas markets.

Business review
Performance in 2005 has been adversely affected by the difficult market conditions experienced in the House buiid,
RMI and Retail sectors, all of which are showing significant down tums since November 2004 and throughout 2005.

The industry forecasts suggest minimal improvement in 2006 and this is reflected in the outlook for 2006.

Manufacturine and sourcing costs also rose in 2005 due to a dip in factory efficiencies, rising energy costs, reduced
g a dip Y g gy

purchased savings and higher raw material and component costs. These factors badly affected gross margin
performance.

Selling, general and administration expenses were constant year over year and action was taken in late 2005 to
reduce these costs by cosis by £1m GBP.

As a resuit operating profit reduced by £4.6m in 2003 compared to the previcus year.

Research and development

The company commits sufficient resources to research and development so as to ensure that it maintains its
competitive position in the market.

Market value of land and buildings

In the opinion of the directors, the market value of the land and buildings of the company arc not significantly
different to the book values.

Policy and practice on pavment of creditors

The company 1s responsible for agrecing terms and conditions under which business transactions with supplicrs arc
conducted. It is the company’s policy that payments to suppliers are made in accordance with these terms, provided
that the supplier is also complying with all the relevant terms and conditions. The number of days that the company
takes 1o sctile supplier invoices 15 72 days (2004: 04 days).

Directors and dircctors” interests

Ve A s e by i A .
he directors who held office durin

AD Brown
MG Conlon




Twyford Bathrooms

Directors’ report and financial statements
31 December 2005

Directors’ report (continued)

Employees

The company is committed to employee involvement and encourages the development of co-operation with
employees. To this end, the company’s policy is to ensure that employees are kept informed on matters, which affect
thern, through direct communication and established procedures for joint consultation.

Disabled persons

The company has continued to exarnine ways and means of providing employment for disabled employees, under
normal terms and conditions, with opportunities for training, career development and promotion as appropriate. The
company’s policy on the employment of disabled persons has been applied as sympathetically as possible.

Political and charitable contributions

The company made no political contributions during the year. Donations to UK. charities amounted to £3,380.

Auditors

In accordance with Section 384 of the Companies Act 1985, a resolution for the re-appointment of KPMG LLP as
auditors of the company is to be proposed at the forthcoming Annual General Meeting.

By order of the board
lﬁf*ﬁ%«' DA
AD Brown
Director
Lawton Road
Alsaper
Stoke-on-Trent
ST7 2DF
e ol Ok
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with UK Accounting Standards.

The financial statemens are required by law to give a true and fair view of the state of affairs of the company and of
the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:
m select suitable accounting policies and then apply them consistently;
m make judgements and estimates that are reasonable and prudent:

m state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

m prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reascnable accuracy at any
time the financial position of the company and enable them to ensure that its financial staterents comply with the
Companies Act 1985. They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.




o/aril/)
KPMG LLP

StJames' Sguare
Manchester

Mz 8DS

United Kingdam

Independent auditors’ report to the members of Twyford Bathrooms

We have audited the financial staternents of Twyford Bathrooms for the year ended 31 December 2005 which
comprise the Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised Gains and Losses ancl
the related notes, These financial statements have been prepared under the accounting policies set out terein.

This report is made solely to the company’s members, as a body, in accordance with section 235 of the Companics
Act 1985, Our audit work has becn undertaken so that we might state to the company’s members those matiers we
are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the company and the company’s members as a body,
for our audit work, for this repost, or for the opinions we bave formed.

Respective responsibilities of directors and auditors

As described in the Statement of Directors” Responsibilities on page 3, the company’s directers are responsible for
the preparation of the financial statements in accordance with applicable law and UK Accounting Standards (UK
Generally Accepted Accounting Practice).

Qur responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985, We also report to you if, in our opinion, the Directors’
Report is not consistent with the financial statements, if the company has not kept proper accounting records, 1f we
have not received all the information and explanations we require for our audit, ot if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed.

We read the Directors” Report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and [reland} issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. 1t also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are

annronriate to the comnany’s cirenimctaneas eancictentiv annlind and adeavately disclnsed
ppropnale o v's cirgumstanees, consislonily apphed ant aoequate.y Aseosel.

We planned and performed our audit so as to obtain ail (he informaiion and explanations which we conswdered
necessary in order to provide us with sufficient evidence 1o give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregularity or ervor. In formiag our opInon
we also evaluated the overall adequacy of the presentation of information in the financial statements.




Independent auditors’ report to the members of Twyford Bathrooms (continued)

Opinion
In cur opinien the financial statements:

» give a true and fair view, in accordance with UK Generally Accepted Accounnting Practice, of the state of the
company’s affairs as at 31 December 2005 and of its profit for the year then ended: and

m have been properly prepared in accordance with the Companies Act 1983,

\M Wl

KPMGLLP
Chartered Accountants
Regisiered Auditor

Q\U(h Odr\es Jook




Profit and loss account
Sor the year ended 31 December 2003

Note

Turnover — continuing operations 2

Cost of sales

Gross profit
Distribution costs
Administrative expenses
Other operating costs

Operating profit/(loss) — continuing
operations

Other interest receivable and similar
neome ]
Other finance income 7

Profit on ordinary activities before
taxation
Tax on profit on ordinary activities )

Profit on ordinary activities after
taxation for the financial year

Dividends on cguity shares 9

Retained profit/(loss) for the year

Directors’ repoit an

Twyford Bathrooms
d financial stacmenis
31 December 2005

Before  Exceptional Total Restated Exceptional Restated
exceptional items Before items Total
items exceptional
items

2005 1005 2005 2004 2004 2004
£000 £000 £000 £000 £000 £000
71,325 - 71,325 79,769 - 79,769
(48,806) (1,296) (30,162) (50.820) {4,168} (54,988)
22,439 (£,296) 21,163 28,949 (4.168) 24781
(12,103) (1,631) (13,794) (12,330) (507) {12,887}
(4,733) {408) (5,141} (4.918) (92) {5,010}
(936) (28) (964) (1.073) - (1.673)

4,627 (3.363) 1,264 10,578 {4,767} 5,811
- 230

68 52

1,332 6,093

(429 2,331

903 8,424

(189) (9.052)

714 (628)

Details of exceptional items are shown in note 3.
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Balance sheet

at 31 December 2005
Note 2005 Restated
2004
£000 £000 £000 £000
Fixed assets
Intangible assets 10 890 940
Tangible assets 1 26,215 27,309
Investments 12 3.527 3,527
30,632 31,776
Current assets
Stocks i3 15,771 12,732
Debtors 14 14,798 16,070
Cash at bank and in hand 5,948 9,109
36,517 37,911
Creditors: amounts falling due within
one year 15 (19,774) (24,019)
Net current assets 16,743 13,892
Total assets less current [iabilities 47,375 45,668
Provisions for labilities and charges 16 (895) -
Net assets excluding pension liabilities 46,480 45,668
Pension lizbilities 20 (935) (461)
Net assets including pension liabilities 45,545 45,207
Capital ang reserves
Called up share capital 17 13,509 13,509
Share premium account 18 31,159 31,159
Revaluation reserve 18 3,005 3,026
Profit and loss account 18 (2,128) (2,487)
Shareholders’ funds 45,545 45,207

T?;jién:fi:l statements were approved by the board of directors on |§ ‘ o ‘ 22,4, and were signed on its behalf by:

AD Brown
Director




Statement of total recognised gains and losses
for tite year ended 31 December 2005

Profit/(Toss) for the financial year
Actuariai {jossygain recognised in the pension scheme
Deferred tax arising on gains/(losses) in the pension schenie

Total recognised gains and losses relating te the financial year
Prior year adjustment {as explained in note 21}
Total gains and losses recognised since last annual report

Note of historical cost profits and losses
for the year ended 31 December 2005

Reported profit on ordinary activities before taxation
Differcnce between a historical cost depreciation charge and the actual
depreciation charge calculated on the revalued amount

Historical cost profit on ordinary activitics before taxation

Historical cost profit/(loss) for the year after taxation

Reconciliation of movements in shareholder’s funds
for the year ended 31 December 2005

Profit/(loss) tor the financial vear
Other recognised gains and Josses relating to the year {net)

Net addition to/(reduction in) sharcholders’ funds
Opening sharcholders’ funds {2004 £43.668.000) restated for FRSI7 compliance by

(%]
prior vear adjustment of {2004 461000

Closing sharehoiders’ funds

Twyford Bathrooms

Dircctors” report and financial statcments
31 December 2003

2005
£000

74
(537)
161

338

2005
£000

2005

£000
714

(376)

Restated
2004
£000

(628}

168
(30)

(510

Restated
2004
£000

6,093

Restated
2004
£000)
{628)

118

(31

45717

45207




Twyford Bathrooms
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Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material m relation to the financial statements, except as noted below.

In these financiat statements FRS 2§ ‘Corresponding amounts™ has been adopted for the first time, this has had no
material effect as it imposes the same requirements for comparatives as hitherto required by the Companics Act
1985.

The recognition and measurement requirements of FRS 17 ‘Retirement benefits” have also been adopted, previously
the transitional disclosures of that standard have been followed.

The corresponding amounts in these financial statements are restated in accordance with the new policies.

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost accounting rules, modified to include the revaluation of freehold land and buildings. The company
has applied the transitional rules contained in Financizl Reporting Standard 15, Tangible Fived Assels, to retain
previous valuations as the basis on which these assets are held.

Under Financial Reporting Standard 1 the company is exempt from the requirement to prepare a cash flow statement
on the grounds that a parent undertaking includes the company in its own published consolidated financial
statements.

The company is exempt by virtue of 5228 of the Companies Act 1985 from the requirement to prepare group
accounts. These financial statements present information about the company as an individual undertaking and not
about iis group.

As 100% of the company’s voting rights are controlled within the group headed by Sanitec Oy, the company has
taken advantage of the exemption contained in Financial Reporting Standard § and has therefore not disclosed
transactions or balances with entities which form part of the group (or investees of the group qualifying as related
parties). The consolidated financial statements of Sanitec Oy within which this company’s included, can be obtained
from the address given in note 23.

Goodwill

Purchased Goodwill {representing the excess of the fawr value of the consideration given over the separable net assets
acquired) arising on business combinations in respect of acquisitions since 1 January 1998 is capitalised. Positive
goodwill is amertised to nil by equal annual instalments over its estimated useful economic life.

Fixed assets and depreciation

Tangible fixed assets are stated at cost with the exception of frechold land and buildings which are stated at
valuation. Depreciation is providad to serite off the cost or valuation less the estimated residual value of tangible
fixed assers by cqual instalments over their esumated useful economic lives at the following rates:

Freehold buildings - 3% - 10% per annem
Plant and machmery - 3% - 20% per annum
Mortor vehicles - 20% - 33% per annum
Fixtures and finings - 1% - 33% per annum

- 1 - . . T - 1 r} " -
o depreciation is provided on freehold land.
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Notes (continued)

i Accounting policies {coniinued)

Investments

Fixed asset investments are shown at cost.

Foreign currencies

Transactions in foreien currencies are recorded using the rate of exchange ruling ar the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated using the rate of exchange ruling at
the balance sheet date and the gains or losses on translation are included in the profit and loss account.

Leases
Operating lease rentals are charged to the profit and loss account on a straight line basis over the period of the lease.
Post-retivement benefits

The Company operates a pension scheme providing benefits based on final penstonable pay. The assets of the
scheme are held separately from those of the Conpany.

Pension scheme assets are measured using market values. Pension scheme liabilities are measured using a projected
unit method and discounted at the current rate of return on a high quality corporate bond of equivalent term and
currency to the hability.

The pension scheme deficit is recognised in full. The movement in the scheme surplus/deficit is split between
operating charges, finance items and, in the statement of total recognised gains and losses, actuarial gams and losses.

Research and development expenditure

Expenditure on research and development is written off to the profit and loss account in the year in which it is
imcurred.

Stocks

Stocks are stated at the lower of cost and net realisable value. [n determining the cost of raw materials, consumable
and goods for resale, the weighted average purchase price is used. For work in progress and finished goods cost is
taken as production cost, which includes an appropriate proportion of attributable overheads.

Turnover

Turnover represents the amounts (excluding value added tax) derived from the provision of goods and services to
CUSLOMLSTS.

Tuxation
The charge for taxation is based on the result for the year and takes into account taxation deforred because of tming
differences between the treaiment of certain items for taxation and accounting purposes. Deferred tax is recognised.

R L LT Nt Tt e L gt e £ bl el A e s s e haraans thy - 5 Aaptai TS
WILIOUED Qiscount mn Ics O an HImEng Qiricrendes berween the o ment of certain

accounting pirposes which have arisen but not reversed by the balance sheet date, except as otherwise required by

Lol R U AU SRR A
Eoariodi i\';jdl)!llil::’\ Slalivatur 17,

H3




Twylord Bathrooms
Directors’ report and financial statemenis
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Notes (continted)

2 Analvsis of turnover and profit on ordinary activities before taxation

The trmover and profit on ordinary activities before taxation is derived solely from: the company’s principal activity.
Analysis of urnover by geographical market is as follows:

2005 2604
£000 £000
United Kingdom 59,830 68,373
Continental Europe 4,129 5,062
Rest of the World 7,360 6,334
71,325 79,769
3 Profit on ordinary activities before taxation
2005 2004
£000 £000
Profit on ordinary activities before taxation is stated
after charging:
Depreciation and other amounts written off owned tangible and intangible fixed assets. 2,476 2,468
Hire of plant and machinery ~ rentals payable under operating leases 55 106
Rescarch and development expenditure 25 131
after crediting:
Gain on sale of fixed assets 3 30
Auditors remuneration:
2005 2004
£000 £000
Audit &Y 32

Other services - fees receivable by the audirers and their associates




Twyford Bathrooms
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Notes (continued)

3 Profit on ordinary activities before taxation (continued)

During the year the company has also incurred certain exceptional write-otfs and costs following the acquisition by,

and subsequent integration with, its new ultimate parent company, Sanitec Oy, on 29 January 2001,

These write-offs and costs principally consisted of:

2005

£000

Redundancy costs 932
Financial assistance

Rayal Doulton write off 1,039
Fireclay closure -
Queenborough closure -
Sphinx rcorganisation 290
Other costs -
Stock write off -
Product rationalisation 939
Tian project -
Wameton project -

PH0 -
LLP 75
3,363
4 Remuneration of directors
2005
£000
Directors” emeoluments 155
Contributions 1o defined benefit pension schemes 48

2004
£000

.14
170

50

43
105
2]
652
673
410
792
275
326

2004
£000
300
43

The aggregate emoluments of the highest paid director was £182,730 (2004 £178,611). He is a member of a
defined benefit pension scheme, under which his accrued pension at the year end was £25,128 (2004 £24,255).

Number of directors

2005
Retirement benefits are accruing to the following number of directors under:

1~

Defined henefir schemes

2004

1]
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Notes (continued)

3 Staft numbers and costs

The average number of persons employed by the company (including directors) during the year, analysed by
category, was as follows:
Number of emplovees

2003 2004
Manufactuning 387 38{1
Distribution : 8 29
Admunistration 145 173
548 386
The aggregate payroll costs of these persons were as follows:
2005 2064
£000 £000
Wages and salarics 15,237 14,853
Social security costs 1,144 1,276
Other pension costs (sec noic 20) 958 649
17,339 16,778
6 Other interest receivable and similar income
2005 2004
£000 £000
Receivable from group undertakings - 230
7 Other tinance income
Restated
2005 2004
£000 £000

Expecied return on pension scheme assets
Inierest on pension scheme liabifitics
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Notes fcontinued)

8 Taxation

Analysis of charge in period

UK Corporation tax
Current tax on income for the period -

Total current tax - -
Deferred rax (see nate 16)

(Reversal)/origination of nming differences (472}
Adjustment in respect of FRS 17 pensions 43

Tax on profit on ordinary activities (429 2,331

Factors affecting the iax charge for the current period

The current tax charge for the period is lower (2004: lower) than the standard rate of corporation tax in the UK
£30%, 2004: 30%). The differences are explained below.

Restated

2005 2004

£000 £000
Current tax reconcifiation
Profit on ordinary activities before tax 1,332 6,093
Current tax at 30% (2004: 30%) 400 1,828
Effects of:
Expenses not deductible for tax purposes 59 60
Capital allowances for period in excess of depreciation 684 647
Group relief (1,t77) (2,780)
Other short term timing differences $H 138
Utilisation of tax losses (3) -
Adjustment in respect of FRS17 pensions 43 121
Total current tax charge (sce above) ‘ - -
9 Dividends

2005 2004

£000 £000

Equity dividends paid 189 9052




Notes rcontinued)

14 Intangible fixed assets

Cost
As at beginning and end of vear

Amortisation
At beginning of vear
Charge for vear

At end of ycar

Net book value
At 31 December 2003

At 31 December 2004

Twyford Bathrooms
Directors” report and financial statements
31 December 2005

Goodwill
£000

989

The directors consider each acquisition separately for the purpose of determining the amortisation period of any

goodwill that arises. Goodwill is being amortised over 20 years.




Notes (continued)

11 Tangible fixed assets

Twyford Bathrooms

Directors’ report and financial statements
31 December 2003

Freehold land Fixtures and Plantand  Motor vehicles Total
and buildings fittings machinery
£000 £0600 £000 £000 £000

Cost or valnation
At ] Januvary 2005 17,178 11,851 48,637 708 78,374
Additions 17 223 1,092 - 1,332
Disposals - (596} - (23) (619
At 31 December 2003 17,195 11478 49729 685 79,087
Depreciation
At 1 January 2003 1,718 11,274 37476 597 51,005
Charge for year 290 262 1,862 12 2426
Disposals - (596) - (23) (619
At 31 December 2005 2.008 10,940 39,338 586 52872
Net book value
At 31 December 2005 15,187 338 10,391 99 26,215
At 31 Decernber 2004 15,460 577 11 27,309

Freehold land and buildings were valued as at 31 December 1997 by Healey & Baker, International Surveyors &
Valuers, on the basis of open market values for existing use. This valuation has been retained under the transitional
provisions as set out in Financial Reporting Standard 15, Tangible Fived Assets. The following information relates

to these assets:

2005 2004

£000 £000
At valuation 16,754 16,754
Aggregate depreciation thereon (1,741) (1,520)
Net book value 15,013 15,234
Historie cost of rovalucd assers 14,201 14,201
Aggresate depreciation based on historical cost {2,193) (1,993}
Historical cost net boek value 12,608 12,208

Freehold land and by

B T

ddings meludes freehold land not su

. Other angible fi

biect

vl

o depreciation amounting 1o

£7, 187,000

s, including additions subsequent 10 the revaluation of |

(31
4t

i

in
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Notes (continued)

12 Fixed asset investments

Shares in group

undertakings
£000
Cost and net book value
At beginning and cnd of vear 3,527
The companies in which the company's interest at the year ead is more than 20% are as follows:
Country of Principal activity Class and percentage of shares
incorporation held
Subsidiary undertakings
Twyfords Limited England and Walcs Dorrmant Ordinary 100%
Twytord Limited England and Walcs Dormant Crdinary 100%
Twyford Plumbing Solutions England and Wales Dormant Ordinary 100%
Limited
Sphinx Bathrooms Limited England and Wales Dormant Crdinary 100%
i3 Stocks
2005 2004
£000 £000
Raw materials and consumables 1,834 21803
Work in progress 1,278 1,213
Fimished goods and goods for resale ' 11,639 37135
15,771 12,732
14 Debtors
2005 2004
£000 £000
Trade debrors 11,386 12,618
Amounts owed by group undertakings 2,383 1,631
Other debiors 47 1.258
Prepayments and accrued income 744 433
Deferred tax asser 238 7l
14,798 16070

Adldebrors full due N one vear,




Notes (continued)

14 Debtors (continied)

Asset as at 1 January 2005

Charge to the profit and loss account for the year (sce note 8)

Asset as at 31 December 2005 (see above)

The elements of deferred taxation are as follows:

Difference between accumafated depreciation and amortisation and capital allowances
Orher timing differences

Undiscounted assct

Deferred tax assct

Twyford Bathrooms
Direciors’ report and financial statements
31 Decermber 2005

Deferred
taxation
£000

714

(472

2005
£000

200
38

2004
£000

310
394

710

710

1%
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Notes fcontinued)

13 Creditors: amounts falling due within one year
2005 2004
£000 000
Trade creditors 9,792 11,213
Amounis owed to group undertakings 5473 6.985
Corporation 1ax 2,163 2163
Taxation and social secunty 1,584 2,633
Accruals and deferred mcome 762 1,025
19,774 24,619
The amounts owed to group undertakings are mterest {ree and repayable on demand.
16 Provisions for liabilities and charges
Other
£000
Asat | January 2005 B
Charge to the profit and loss for the year (893}

As at 31 Decernber 2005 (895)

Other provisions relate to the expected costs to be incurred for the termination of a royzlty agreement.

17 Called up share capital

2005 2004
£000 £000
Authorised
Equity:  37463.116 ordinury shares of 36.03784p cach 13,509 13,309
Allorted, called up and fully paid .
Equiry: 37463116 ordinury shares of 36.05784p cach 13,509 i3,509




Twyford Bathrooms
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Notes (conminued)

18 Share premium and reserves
Share  Revaluation Profit
premium reserve and loss
account account
£000 £000 £000
At beginning of year 31,159 3,026 (2.487)
Retained profit for the year - - 714
Actuarial loss recognised in the pension
scheme - - (537
Deferred tax arising on fosscs in the
pension scheme - - 161
Transfers - zn 71
Atend of year 31,159 3,005 (2,128)
19 Commitments
Annual commitments under non-cancellable operating leases are as follows:
2005 2004
Plant and Plant and
machinery machinery
1000 £00D
Opcerating leases which expire:
Within one year 96 130
tn the second to fifth years inclusive 427 490
513 620

20 Pension scheme

The company operates a pension scheme providing benefits based on final pensionable pay. The fatest full actuanal
valuation was carried out at 1 September 2001 and was updated for FRS 17 purposes to 31 December 2005 and 31
December 2004 by a qualified independent actuary.

The major assumptions used in this valuation were:

2005 2004 200
Rage of increase n salarics 3.75% 4.25% 4.75%
Rute of increase in persions in puyment and deferred pensions 3.75% 2.753% 275%
Discount rute applicd 1o scheme hubilities 4.75% 3.30% 3.30%,
2.75% 2.75% 2.75%

inflation assumption

T [T U T T O R i T T Lol s T o 1O Tt e TR T TR T IR b e A TO ISt
LI doaliHP LU uoba Uy e denddl y GUw b UCan Dhiiiiaeed LW hivin wodalini [ Pusridit duiiaiaal B R N

which, die 1o the timescais covered, nuy not necessarily be horne out 1 practics,




Notes (continued)

20 Pension Scheme feonzinued)

Scheme assets

Twvford Bathrooms
Dircctors” report and financial statements
31 December 2005

The fair value of the scheme’s assets, which are not intended to be realised in the short term and may be subject to
significant change before they are realised, and the present value of the scheme’s liabilities, which are derived from
cash flow projections over long periods and thus inherently uncertain, were:

Equities

Bonds

Other - Cash

Total market value of assets
Present value of scheme liabilities

Deficit in the scheme — Pension lability
Related deferred tax assct

Net penston liability

The expected rates of return on the assets in the scheme were:

Equitics
Bonds
Other - Property

Movement in deficit during the year

Defic
Curreni service
Contribut

YT es im the ok [T P P I N
Dretion i the schome — Ponsion mﬂmln}

Value at
2003
£000

7,714
1,330
180

9,224
(10,560)

(1,336)
401

(935)

Long term rate
of return
2005

6.75%
4.25%
4.25%

Value at
2004
£000

3,267
896
70

6,233
(6,891)

(658)
197

{461)

Long term rate
of return
2004

1.25%
4.65%
4.50%

Value at
2003
£000

3,766
671
204

4.641
(5.062)

Long term rate
of return
2003

7.60%
4.90%
4.00%

2004
£000

(421}
{1.627)
1064
106
32
168
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Notes (continued)

20  Pension Scheme (continued)

Analysis of other pension costs charged in arriving at operating profit/loss

2005 2004
£000 £000
Current service cost 1,201 1627
Losses on settiements or curtailments - {106)

1,521
Analysis of amounts included in other finance income
2005 2004
£000 £000
Expected retusn on pension scheme assets 479 384
Interest on pension scheme liabilities 41 (332)
68 52
Analysis of amount recognised in statement of totaf recognised gains and losses
2005 2004
£000 £000
Actual return less expected return on scheme assets 982 (37)
Experience gains and losses arising on schemce labilitic (392) (138)
Changes in assumptions underlying the present value of scheme liabilities (1,127) 343
Actuzrial gain recogrised in statement of total recognised gains and losses (537) 168

History of experience gams and losses

Difference berween the expected and actual return on scheme
Amount {E00D;

Percentaze of vear end scheme assets

7
w
[}
=

oresent value of schome labibitics

Totui umatit recounised 0 statement of (otai recognised gains wnd losses:
Amount { L0001

Perecntaee of vear end prosent vaiue of scheme habiiities
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Notes (continued)

21 Prior vear adjustment refating to adoption of FRS17 Retirement Benefits

The company has adopted FRS 17 in these financial statements. The effect of the change in accounting pelicy,
which has been shown as a prior year adjustment, has been t0 increase the pension liability by £461,000 as ar 31
December 2004 (2003 £293 000,

In the current peniod, the net effect has been 1 reduce profit by £98,000 (2004 £284,000), decrease the statement of
total recognised gains and losses by £337,000 (2004: increuse £768,000) and to reduce net assets by £935,000
(2004: £461.000).

22 Post balance sheet events

Following a thorough review of business operations a decision was taken to reduce the factery output levels at
Twyford Bathrooms. This decision is due to be announced to the workforee in the first quarter of 2006.

Changes in operations are expected 1o generate £30.9m cash through sale and lease back of the Alsager site and
provides an ongoing supply cost reduction of £4.1m per year. The implementation cash costs will be £7.45m with
additional lease back cost of £2.35m per vear. The transition to the new operating bases will be completed by the end
of the second quarter of 2007.

23 Ultimate parent company and parent undertaking of larger group of which the company is a
member

The company is a subsidiary undertaking of Sanitec Oy which 15 the ultimate parent company incorporated in
Finland.

The largest group in which the results of the company are consolidated is that headed by Sanitec Oy incorporated in
Finland. The consolidated accounts of Sanitec Oy are available to the public and may be obtained from the
registered office:

PO Box 447

00101 Heisink:
Mikonkatu 15a 7" Fioor
00100 Helsinki

Finland




