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Directors’ report

The directors present their report and audited financial statements of Avocet Hardware Limuted (“the company’ ) for
the year ended 31 December 2010

Principal activities
The prnincipal activities of the company can be summansed as follows
s  the design, development, manufacture, procurement and distnibution of door and window hardware, and

s the procurement and distribution of general fixings and ronmongery products for major UK DIY retailers,
builders merchants and independent retailers

These activities are supported by a manufacturing facility in China and a sourcing office in Taiwan
Results and dividends
The results for the year are set out 1n the profit and loss account on page 8

The turnover for the year ended 31 December 2010 was £37,873,000 (2009 £38,338,000) which generated a gross
profit £5,665,000 (2009 £5,352,000) The loss on ordinary activities before interest and tax was £253,000
(2009 loss £946,000}

No interim dividend was paid duning the year (2009 £ml) No final dividend 1s proposed (2009 £nil)

During the period the business repaid £0 8m of term loan

Business environment and strategy

The business environment remains difficult with the recessionary impact across the UK economy dnving lower
consumer spending 1n the business sectors

The business strategy 1n the door and window hardware sector remains focussed on growth through the introduction
of new products and new product ranges The composite door hinge and ABS lock, introduced in 2010, will provide
the platform for business growth m the sector in 2011

The business straiegy 1n the fixings and ronmongery sector remains focussed on mntroducing new hardware ranges
in the UK major DIY retail sector

Whulst the outlook 1n both sectors remains difficult, the directors remain confident that the business 1s well placed to
maintain market share in both sectors 1n 2011

Research and development

Research and investment in new product development remains a business prionty The directors regard the
investment wn research and development as mtegral to the continuing success of the business and ensuring we
provide our customers with new and innovative high quality products

Future outlook

The external commercial environment 1s expected to remain competitive in 2011 wath sales growth expected to be
dniven by the launch of rew products and outstanding levels of customer service
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Directors’ report (continued)
Principal risks and uncertainties

The management of the business and the execution of the company s strategy are subject to a number of nisks The
key business nisks affecting the company are set out below

. UK recessionary pressure drniving lower consumer spending and hence demand for our products
. Increasing competition in both sectors

. Raw matenal cost increases

. Foreign currency exchange rates (with the majonity of the company’s purchases being

denomunated 1in US dollars)

Risks are formally reviewed by the board and appropnate processes put 1n place to monitor and mutigate them [f
more than one event occurs, i 1s possible that the overall effect of such events would compound the possible adverse
effects on the company

Key performance indicators (KPI’s)

The company’s directors monitor a number of KPI s 1n order to effectively manage the performance of the business
These nclude gross margin, return on sales and return on net operating assets These KPI's are monitored agamst
both budget and prior year with management actions implemented if corrective action 1s necessary

For the period under review, the gross margm of the company was 15 0% (2009 i3 9%), the ratio of operating loss
to sales was (0 7)% (2009 (2 4)%) and the rato of operating loss to net operating assets (total assets less current
liabilities excluding cash and bank loans) was (1 5)% (2009 (5 2)%)

Financial risk management

The company has in place a sk management programme that seeks to limit the adverse effects on the financial
performance of the company The company does not use derivative financial instructions to manage interest rate
costs The company does use forward contracts to manage near term foreign exchange risks relating to working
capital No hedge accounting 15 applied

Guven the size of the company, the directors have not delegated the responsibility of montoning financial nsk
management to a sub-commuttee of the Board The policies set by the Board of directors are implemented by the
company’s financial department

Price risk

The business s subject to price risk in relation to raw matenal purchases for the manufacturing operations 1n China
and the sourcing activities n Taiwan  Given the size of the company’s operations, the costs of further managing
exposure to commodity price nsk exceed any potential benefits The directors will revisit the appropriateness of this
policy should the company’s operations change 1o si1ze or nature

Credit risk

The company has implemented policies that require appropnate credit checks on potential customers before sales
are made The amount of exposure to any individual counterparty 1s subject to a himit, which 1s reassessed on a
regular basis

Liquidity risk

The Company 1s funded primanly by an asset based lending facility set out in more detail 1n note |4 The ability to
draw down on thus facility depends on there being adequate headroom under the facility and on not breaching
covenants The Company rescheduled loan repayments to Landsbanki during 2011 These repayments are dependent
upon the Company achiving 1st forecast cash flows, and as such there 1s a matenial uncertaimity, which 1s explained
further in note 1
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Directors’ report (continued)

Directors
The directors who held office during the year were as foilows

Mr I Jones
Mr M Tuck
Mr N A Ridings

Employees

Applications for employment by disabled persons are always fully considered, bearing 1n mind the respective
aptitudes and abilities of the apphcant concerned In the event of members of staff bemg disabled, every effort 1s
made to ensure that thewr employment with the company continues and that appropnate tramung 1s arranged It 1s the
policy of the company that the traiming, career development and promotion of a disabled person, should, as far as
possible, be 1dentical to that of a person who does not suffer from a disability

Consultation with employees or their representatives has continued at all levels, with the aim of ensuring that views
are taken into account when decisions are made that are likely to affect their interests and that all employees are
aware of the financial and economic performance of their business umts and of the company as a whole
Communication with all employees continues through internal newsletters, bnefing groups and electromc
communications

Policy and practice on payment of creditors

It 15 the company’s policy to agree terms of settlement with its suppliers that are appropriate for the markets n
whuch they operate, and to abide by such terms where suppliers have met theiwr obligations Trade creditors at the
year-end represented 54 days of purchases (2009 57 days)

Political and charitable donations

The company made no political donations duning the pernnod Donanons to UK chanties amounted to £2,009
(2009 £346)

Disclosure of information to auditors
The directors who held office at the date of approval of this directors report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the company’s auditors are unaware, and each director has

taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audut
infermation and to establish that the Company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditers will be deemed to be reappointed and KPMG LLP
will therefore continue 1n office

By order of the bogrd

Brookfoot Mills
Elland Road

Bnghouse
e lu HD6 2RW

N A Ridings
Secretary

Registered no 3288247 4
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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 n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare company financial statements 1n accordance with UK Accounting Standards and
applicable laws (UK Generally Accepted Accounting Practice)

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

In prepanng these financial statements, the directors are required to
m select suitable accounting pohicies and then apply them consistently,
a make judgments and estimates that are reasonable and prudent,

m state whether applicable accounting standards have been followed, subject to any matenal departures disclosed
and explained 1n the financial statements, and

m prepare the financial statements on the gomng concern basis unless it 15 nappropniate to presume that the
company will continue 1 business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial posiiion of the parent company and enable them to ensure that 1ts financial statements comply
with the Companies Act 2006 They have a general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the group and to prevent and detect fraud and other irregulariues

Registered no 3288247 5




KPMG LLP
1 The Embankment
Newille Street
Leeds

LS1 ADW

United Kingdom

Independent auditor’s report to the members of Avocet Hardware Limited

We have audited the financial statements of Avocet Hardware Limted for the year ended 31 December 2010 set out
on pages 8 to 23 The financial reporting framework that has been applied in their preparation 1s applicable law and
UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 15 made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's members those
matters we are required to state to them n 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 report, or for the opumions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibihities Statement set out on page 5, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibtlity ts to audit, and express an opinion on, the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descripion of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/private ¢fim

Opimnion on financial statements

In our opinion the financial statements

e givea true and fair view of the state of the company's affairs as at 31 December 2010 and of 1its loss for the year
then ended,

¢ have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

+ have been prepared in accordance with the requirements of the Companies Act 2006

Emphasis of matter — Going concern

In forming our opimion on the financial statements, which 15 not modified, we have considered the adequacy of the
disclosures made m note | to the financial statements concerning the company’s abiity to continue as a going
concern |t has prepared cash flow forecasts which show that 1t can meet the scheduled repayments on certain of 1is
borrowings, although the headroom 1s not large, and which assume that the repayment of other borrowings of the
group of which it forms part will be successfully deferred Should the forecast level of performance not be
achieved, the company would be dependent on renegotiating the repayments with the lenders These matters, as
explained n note 1 to the financial statements, indicate the existence of a matenal uncertainty that may cast
sigmificant doubt on the company’s ability to continue as a going concern  The financial statements do not include
the adjustments that would result 1f the company were unable to continue as a going concern




Independent auditor’s report to the members of Avocet Hardware Limited
(continued)

Opimmion on other matter prescribed by the Compames Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following maiters where the Companies Act 2006 requires us to report to
you If, 1n our opinion

* adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

the financial statements are not in agreement with the accounting records and returns, or

certain disclosures of directors’ remuneration specified by law are not made, or

ﬁe have not received all the information and explanations we require for our audit

Mike Barradell (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

1 The Embankment

Newville Street

Leeds

LS1 4DW

23 September 2011




Avocel Hardware Limuted

Directors report and financial statements
31 December 2010

Profit and loss account
Jor the year ended 31 December 2010

Note 2010 2009

£000 £000

Turnover 2 37,873 38,338
Cost of sales (32,208) (32,986)
Gross profit 5,665 5,352
Dhstribution costs (1,095) {1,212)
Administration expenses (4,823) (3,086)
Operating loss 4 (253) (946)
Income from group undertakings 7 427 1o

Other interest receivable and similar income 7 3 I
[nterest payable and sumilar charges 7 (856) {584)
Loss on ordinary activities before tax (679) (1,410)
Tax on loss on ordinary activitics 8 (66) (535)
Loss for the financial year 17 (745) (1,465)

All items dealt with i armiving at operating loss above relate to contiung operations

There 15 no difference between the loss on ordinary activities before taxation and the loss sustained for the year
stated above and their hustoncal cost equivalents

There were no recogmised gains or losses 1n either year other than that disclosed in the profit and loss account above

Registered no 3288247 8




Balance sheet
At 31 December 2010

Fixed assets
Tangible assets
[nvestments

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors amounts falling due within one year

Net current assets / (labihties)

Total assets less current habhilities
Creditors amounts talhing due after more than one year

Provisions for habilities and charges
Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

These financial statements were approved by the board of directors on 77 Se

1ts behalf by

an Jone
Dhirector

Registered no 3288247
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2010 2009
£000 £000
5,596 5,826
3,490 3,490
9,086 9,316
8,565 9,367
8,883 9,739

- 45
17,448 19,151
(11,228) (25,165)
6,220 (6,014)
15,306 3,302
(15,249) (2,500}
57 802
1,000 1,000
(943) (198)
57 802

P+ 2ol and were signed on

9
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Notes

(fornung part of the financial statements)

1 Accounting pohicies

The followmg accountng policies have been appiied consistently in deahng with items which are considered
material in relation to the company s financial statements except as noted below

Busrs of preparation

lhe financial statements have been prepared i accordance with applicable accounting standards and under the
historical cost accountmg 1ules

The Company 15 exempt by vutue of s400 of the Companies Act 2006 from the requirement to prepare group
financial statements  These financial statements present information about the Company as an individual
undertahing and not about its group

e Company made a loss for the year of £745 000 (2009 loss £1 465 000) and had net assets of £57.000 (2009 net
assels £802 000} Notwithstanding these facts the financial statements are prepared on a going concern basis which
the duiectors believe to be appropriate for the followng reasons

New faciliies were agieed with PNC Business Credit (formerly KBC Business Capital) a member of PNC
Fimancial Services Group i June 2010 committed for four years from that date The arrangement 1s again based
around the freehold property debtor book and UK warehouse stock plus goods in transit The actual level 1s
dependent on the value of assets to diaw down agamnst and hence the ongoing profitability of the Company Fuithel
detatls may be found 0 note 14

When the new faciliies were agieed with PNC £900 000 of the former banking facilities, provided by Landsbanki
were extended to a final repayment ot June 2011 [n 2011 the company’s trading performance has been impacted in
the Buwilders Hardware division by the admisuiation of Focus and in the Door & Window division by the tough
ccononmuic envitonment As a result of this the Company has agteed tescheduled repayments with Landsbank:, the
first of which was paid on 3! August 2011 with the final instalment being due on 30 November 2011 The
Company 1s currently operating within the terms of the PNC banking agreement which has been amended to reflect
the Landsbanki position

The duectors have piepared cash flow forecasts for the twelve months fiom the date of approval of the financial
statements, which are the ditectors teasonable expectation of performance The forecasts indicate 1n the base case
scenario that the Company will be able to operate within the facilines to comply with the revised loan terms and to
mahe the revised repaviments due to Landsbanhi

However 1f sales and costs are not as forecast then due to the imited headroom the Company may not be able to
meel the rescheduled Landsbanky repayments 1f the Company 1s unlikely to be able to make the repayments 1t will
need to enter into further negotiations with the relevant parties

The 31 December 2010 financial statements of Avocet Holdings Limited the Company s ultimate parent company,
which were approved on 22 September 2011 disclose that the borrowings of the group include a loan of £1,355 000
which 1s due for repaviment in March 2012 The group forecasts assume that the stage payment of £240 000 due n
November 2011 and the final repayment in March 2012 will be deferred based on the group directors previous
experience with the lender although there can be no certainty that this will be successtfully negotiated [f 1t cannot
be then it would have a significant 1mpact on the group s ability to continue as a going concern which the
Company s dependent upon 10 continue to operate

Although there can be no certainty either as to the Company s abihty to meet its forecasis to enable 11 1o repay its
Landsbanh: borrowings or as to the Group s successful deferral of the payment of the above loan at the date of
approval of this report the directors have a reasonable expectation that both will be achieved and that the Company
theretore has adequate resources to continue in aperational existence for the foreseeable future

However as a consequence of the circumstances described above there 1s a material uncertainty that may cast
significant doubt on the Company s ability to continue as a gomng concern and. therefore to continue realising its
assets and discharging its habihiies in the normal course of 1ts operations  The financial statements do not include
any adjustments that would result from the going concern basis of preparauon being inappropriate  Such
adjusiments could mclude wrinng down of the assets to their recoverable amounts provision of further liabilies
that might anse and reclassification of fixed assets as current assets and non-current habihties as current habilities

Registered no 3288247 10
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Notes (continued)
1 Accounting policies (continued)

Turnover

Turnover represents the invoiced value of goods and services supplied, excluding value added tax, trade discounts
and rebates, recogmsed when invoiced and despatched

Research and development

Research and development expenditure 18 written off n the profit and loss account 1n the penod 1in which 1t 15
mcurred

Leases

Leasing agreements and hire purchase contracts which transfer to the company substantially all the benefits and
risks of ownership of an asset ( “financial leases’ ) are treated as 1f the asset had been purchased outnght Assets
held under such agreements are mcluded 1n fixed assets and the capital element of commitments 1s shown as
obligations under finance leases Payments under such agreements are treated as conststing of capital and interest
elements The nterest element 1s charged to the profit and loss account over the primary lease peniod in proportion
to the reducing capital element outstanding Assets held under finance leases are depreciated over the shorter of the
lease terms and the useful lives of equivalent owned assets

All other leases are treated as operating leases, the costs of which are charged on a straight line basis over the lease
term

Forelgn CUTTERCIES

Assets and habilities expressed n foreign currencies are translated to sterling at rates of exchange ruling at the
balance sheet date or at the agreed contractual rate  Transactions in foreign currency are translated at the rate ruling
at the date of the transaction All differences on exchange are taken to the profit and loss account

Fuixed assets

The cost of tangble fixed assets 15 their purchase cost, together with any incidental expenses of acquisition
Depreciation 15 calculated so as to write off the cost of tangible fixed assets, less their esumated residual value, ona
straight line basis over their estimated economic lives The estimated economic lives used for this purpose are

Freehold land and buildings - 40 years
Plant and machinery - 10 years
Fixtures and fittings - 10 years
Motor vehicles - 3 years

Fixed asset investments

Fixed asset mnvestments, comprising investment in subsidiary companies are stated at cost less any provisions for
impairment Where an event has occurred that gives nise to doubt about the recovery of the carrying value an
umpairment assessment 15 made The impairment 1s calculated by companng the investments carrying value to the
recoverable amount as required by FRS 11 “Impairment of fixed assets and goodwill” The recoverable amount 1s
taken to be the higher of realisable value and value in use Value 1n use 15 determined by reference to the expected
future cash flows of the business, discounted at a risk adjusted weighted cost of capatal

Deferred tax

Deferred tax 1s recogmused in respect of all iming differences that have originated but not reversed at the balance
sheet date, where transactions or events that result in an obligation to pay meore tax in the future or a nght to pay less
tax 1n the future have occurred at the balance sheet date

A net deferred tax asset 1s recogmsed only when, on the basis of all available evidence, 1f can be regarded as more
likely than not that there will be suitable taxable profits against which to recover camed forward tax iosses and/or
from which the future reversal of underlying timing differences can be deducted

Deferred tax 1s measured at the average rate that are expected to apply n the periods 1n which the uming differences
are expected to reverse based on tax rates and laws that have been enacted or substantively enacted by the balance
sheet date Deferred tax 1s measured on a non-discounted basis

Registered no 3288247 1t
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Notes (conunued)
1 Accounting policies (continued)
Stocks and work in progress

Stocks and work 1n progress are stated at the lower of cost and net realisable value Cost 1s determined on a first 1in
first out basis and includes transport and handhng costs, less trade discounts In the case of manufactured products,
cost includes all direct expenditure and an appropnate proportion of production overheads based on the normal level
of activity Where necessary, provision 15 made for obsolete, slow-moving and defective stocks based upon a hne-
by-line review of individual stock lines held

Pensions

The company currently offers a number of defined contribution pension schemes The pension expense for defined
contribution: schemes represents amounts payable 1n the year

The company provides no other post-retirement benefits to 1ts empioyees
Classificanion of financial instruments 1ssued by the company

Following the adoption of FRS 25, financial instruments 1ssued by the company are treated as equity {1 ¢ forming
part of shareholders’ funds) only to the extent that they meet the following two conditions

a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial habilities with ancther party under conditions that are potentially
unfavourable to the company, and

b) where the instrument will or may be settled 1n the company’s own equity nstruments, 1t 15 either a non-
derivative that includes no obligation to deliver a vanable number of the company’s own equity
instruments or 1s a derivative that will be settled by the company’s exchanging a fixed amount of cash or
other financial assets for a fixed number of s own equuty instruments

To the extent that thus definition 15 not met, the proceeds of 1ssue are classified as a financial hability Where the
wnstrument so classified takes the legal form of the company’s own shares, the amounts presented n the financial
statement for called up share capital and share premium exclude amounts 1n relation to those shares

Finance payments associated with financial habilities are dealt with as part of interest payable and simular charges
Finance payments associated with financial mstruments are classified as part of sharcholders’ funds (see dividends
policy), are dealt with as appropriations 1n the reconciliation of movements in shareholders funds

Dwvidends on shares presented within shareholders’ funds

Dhividends unpaid at the balance sheet date are only recognised as a habihty at that date 1o the extent that they are
appropriately authonised and are no longer at the discretion of the company Unpaid dividends that do not meet
these critena are disclosed 1n the notes to the financial statements

2 Segmental reporting

The company’s activities consist of the manufacturing and sale of window & door hardware, screws, nails and home
hardware in the United Kingdom wath turnover and profit on ordinary activittes for the year anising entirely from the
company’s principal activity

The geographical anatysis of turnover 1s

2010 2009
£000 £000
Turnover
Unmited Kingdom 37,367 37922
Rest of Europe 489 405
Rest of the World 17 11
37873 18,338

Registered no 3288247 i2
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Notes (conunued)

3 Cash flow statement

A cash flow statement 1s not presented since Avocet Holdings Limuted, the uliimate parent company, has prepared a
consolidated cash flow statement, including the cash flow of this company, hence the company has taken advantage

of the exemption from prepanng a cash flow statement in accordance with Financial Reporting Standard No 1
(revised)

4 Loss on erdinary activities before taxation
2010 2009
£000 £000
Loss on ordinary activities before taxation s stated after charging
Auditors remuneration
Audit pursuant to legislation 41 39
Other services - fees paid to the auditor and its associates 9 8
Depreciation ot tangible fixed assets — owned assets 312 325
Hire of plant and machinery - rentals payable under operating leases 152 178
Hire of other assets - operating leases 93 L
Exchange rate losses 13 380
5 Remuneration of directors
All directors are paid through the parent company Avocet Holdings Limited
2010 2009
£000 £000
Directors emoluments 385 341
Company contributions to money purchase pension schemes 16 19
401 360

The aggregate of emoluments of the highest paid director was £154,360 (2009 £160,000), (including company
pension contributions of £5,285 (2009 £9,000) wnto a money purchase scheme)

Number of Number of
directors directors
2010 2009
Retirement benefits are accruing to the tollowing number of directors under
Money purchase schemes 3 3

Registered no 3288247 13




Avocet Hardware Limited

Directors report and financial statements
31 December 2010

Notes (connnued)

6 Staff numbers and costs

The average number of persons employed by the company (including directors) dunng the year, analysed by

category, were as follows
Number of employees

2010 2009

Production 101 104
Selling and distnbution 40 40
Administration 40 47
181 191

The aggregate payroll costs of these persons were as follows

2010 2009

£000 £000

Wages and salaries 3,143 3,927
Socal secunty costs 267 387
Other pension costs 74 77

3,484 4,391

7 Other interest receivable and similar income

2010 2009

£000 £000

Bank interest 3 1

Interest payable and similar charges

2010 2009

£000 £000
Interest payable on bank loans and overdrafts (856) (584)
Income from group undertakings 2010 2009
£000 £000

{Loss)/profit from sale of investment (2) e
Dividend received from subsidiary 429 -
427 19

Registered no 3288247 14
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Notes (continued)

8 Taxation

Analysis of charge in penod

2010 2009
£000 £000
Current taxation
Current tax - -
Adjustments in respect of prior year 62 {62)
Total current tax 62 (62)
Deferred tax
Ongination and reversal of umng differences - 31
Adjustments in respect of prior years 4 86
Total deferred tax 4 117
Tax charge on loss on ordinary activities 66 55

Factors affecting the tax charge for the current period

The tax charge for the year 1s hugher (2009 higher) than the standard rate of corporation tax applying 1n the United
Kingdom 28% (2009 28%)

The differences are explained below

2010 2009

£000 £000
Current tax reconciliation
Loss on ordinary activities before tax (679) {1,410
Current tax at 28% (2009 28%) (190) (395)
Effects of
Expenses not deductible for tax purposes 29 (43)
Accelerated capital allowances and other tming differences N (29)
Group relief given for no charge 50 19
Unutilised losses carmed forward 296 453
Adjustments to tax charge in respect of previous year 62 (62)
Dividend recerved from subsidiary undertaking (120) -
Tota! current tax charge/{credit) 62 (62)

Registered no 3288247 15




Notes (continued)

9 Tangible fixed assets

Cost
At 31 December 2009
Additions

At 31 December 2010

Depreciation
At 31 December 2009
Charge for year

At 31 December 2010

Net book value
At 31 December 2010

At 31 December 2009

There are no assets held on finance leases

Registered no 3288247

Frechold
Land and
buildings

£000

3,934

5,934

4,979

5,106

Avocet Hardware Limited

Directors report and financial statements
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Plant and Fixtures and Motor vehicles

machinery fittings Total
£000 £000 £000 £000
3,333 947 15 10,229

82 - - 82

3415 947 15 10,311
2,849 i 15 4,403

136 49 - 312

2,985 760 15 4,715

430 187 - 5,596

434 236 - 5,826
16




Notes (contnued)

10 Investments

Cost and net book value
At beginng of year
Disposals

Atend of year

Investments 1n subsidiary undertakings

Name of subsidiary undertakings

Owned by Avocet Hardware Limited

Country of
Incorporation

Avocet Architectural Products Limited England and Wales

Avocet Secunty Products (Hong Kong) Hong Kong

Limited

Owned by Avocet Archutectural

Products Limuted

Avocet Hardware (Taiwan) Limited

Owned by Avocet Security Products

{Hong Kong) Limited

England and Wales

Avocet Secunty Products (Dong Guan) Peoples Republic

Limited

of China

Description of
shares held

Ordinary shares of 10p
each

Ordinary shares of HK$1

each

Avocet Hardware Limuted
Directors report and financial statements

Proportion of
nomnal value
of 1ssued
shares held

100%

100%

Ordinary shares of £1 each 100%

Ordinary shares of RMB 1 100%

each

31 December 2010

2010
£000
3,490
3,490
Principal
business
activities
Holding company
Non-trading
Procurement of
architectural
hardware and
related products

Manufactuning of
secunty products,
rronmongery and
architectural
products

In addition, at 31 December 2010, Avocet Architectural Products Limated owned 100% of the ordinary shares of £1
each of WMS PVCu Hardware Limuted, Merchant Hardware Limuted, Wong Sh1 Limited and 100% of the ordnary
shares of HK$10 each of Bonny Way Trading Limited All of these companies are dormant and are registered n
England and Wales with the exception of Bonny Way Trading Linuted which 1s registered in Hong Kong

11 Stocks

Fimished goods and goods for resale

Registered no 3288247

2010 2009
£000 £000
8,565 9,367
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Avocet Hardware Limited

Directors report and financial stalements
31 December 2010

Notes (continued)

12 Debtors
2010 2009
£000 £000
Trade debtors 8,100 8.074
Amounts owed by group undertakings 234 590
Other debtors 252 570
Corporation tax receivable - 76
Deferred tax asset - 4
Prepayments and accrued income 297 425
8,883 9,739
13 Creditors amounts falling due within one year
2010 2009
£000 £000
Trade creditors 1,889 2,331
Bank overdraft 284 -
Bank loan 1,060 14,959
Amounts owed to fellow group undertakings 6,954 6,657
Other taxation and socal secunity 677 447
Accruals and deferred income 364 771
11,228 25,165
14 Creditors: amounts falling after more than one year
2010 2009
£000 £000
Amounts owed to fellow group undertakings 2,500 2,500
Bank loans 12,749 -
15,249 2,500

The amount owed to fellow group undertakings relates to an unsecured loan (on which no interest 1s charged) of

£2,500,000 from Avocet Holdings Limited

Registered no 3288247




Avocet Hardware Limited

Directors report and financial statements
31 December 2010

Notes (continued)

14 Creditors: amounts falling after more than one year (continued)

Analysis of debt

£000 £000
Repayable
Within one year -
Landsbanki loan 784 15,079
PNC loan 276 -
Unamortised 1ssue costs - (120}
1,060 14,959
Between two and five years -
PNC 12,985 -
Unamortised 1ssue costs (236) -
12,749 -
13,809 14,959

In June 2010, the Company agreed new 4 year faciliies with PNC Business credit (formally KBC Bustness Captal,
a division of KBC Bank NV} These provide for

(a) A property term loan  Thus loan for £2,137,000 1s repayable at £23,000 per month and carnes an interest
rate of 2 75% above base,

(b A revolving credit facility secured against invoice debt  This facility carries an interest rate of 2 5% above
base,

() A revolving credit facility secured against inventory Ths facility carmes an interest rate of 2 75% above
base

The maximum aggregate amount that can be drawn at any one time 15 £18,500,000 The loans are secured by a first
charge against the assets of the Company and 1ts UK subsidiaries

In addition to these facilities, Landsbanks Commercial Finance has made available a loan of £900,000 repayable in
scheduled amounts over the period to 30 November 2011 and carrying an interest rate of 5% above LIBOR This 15
secured by a charge over the assets of the Company and 1ts UK subsidianes subordinated to the PNC loans

The 1ssue costs of each instrument, together with the interest expense, are allocated to the profit and loss account
over the term of the respective facilities at a constant rate based on the oniginal value of each instrument

Registered no 3288247 19




Notes (continued)

15 Deferred taxation

Accelerated capital allowances

Deferred tax asset (note 12)

The movement on deferred tax in the year 1s as follows

Deferred tax asset at 31 December 2009
Charge to the profit and loss account

Deferred tax asset at 31 December 2010

Factors that may affect future tax charges

Avocet Hardware Limited

Directors report and financial statements
31 December 2010

2010 2009
£000 £000

Q)

(4)

£000

L))

There 15 no additipnal unprovided deferred tax liability in the company n exther year

Registered no 3288247




Avocet Hardware Limited
Directors report and financial statements
31 December 2010

Notes (continued)

16 Called up share capital

2010 2009
£000 £000
Authorised 2,759,000 ordinary shares ot £1 each
Balance at start of year 2,159 70,000
Capital reduction - (67,241)
Balance at end of year 2,759 2,759
Allotted, 1ssued and fully paid 1,000,000 ordinary shares of £1 each
Balance at start of year 1,000
Capital reduction -
Balance at end of year 1,000
17 Profit and loss account
2010 2009
£000 £000
Atbegimning of year {198) (65,974)
Loss for the year (743) (1,465)
Special Resolution to extinguish shares - 67,241
Atend of year {943) (198)

Of the company’s reserves £550,000 (2009 £550,000} 15 not considered to be realised or distnbutable This
represents the revaluation reserves of subsidiary companies whose properties were wansferred to the company
during the year ended 31 December 1999 Ths proportion of the profit and loss account reserve wall only be
realised when the properties are sold outside the group

18 Reconcihation of movements in shareholders’ funds

2010 2009

£000 £000
Loss on ordinary activities after taxation (745) (1.465)
Net reduction to shareholders funds (745) (1,465
Opening shareholders funds 802 2,267
Closing shareholders funds 57 802

Registered no 3288247 21




Avocet Hardware Limited

Directors report and financial statements
31 December 2010

Notes (continued)

19 Profit and loss account and movements 1n shareholders funds
Share Capital Profit & Loss Total Shareholders
Account funds
£000 £000 £000
Balance at 31 December 2009 1,000 (198) 802
Retained loss for the financial year - (745) (745)
Balance at 31 December 2010 1,000 (943) 57

20 Other related party disclosures

The company has taken advantage of the exemption in FRS 8 ‘related party transactions’ not to disclose transactions
between group comparues that are ehminated in the consohdated financial statements of Avocet Holdings Limted,
the ultimate parent company !

21 Financial and other commitments

Operating leases

At 31 December 2010 the company had annual commutments under non-cancellable operating leases expinng as
follows

Property Vehicles, plant and
machinery

2010 2009 2010 2009

£000 £000 £000 £000

Within one year 9 - 17 55
Within two to five years - 18 250 222
After five years 10 10 - -
19 28 267 277

Guarantees

The Company has given a fixed and floating charge over all of its assets to PNC Business Credit The security
arrangements are detailed in Note 14

The company has entered into a guarantee and debenture with Hotbed Limuted (as secunty trustee) in relation to the
obligations of the company’s parent company, Avocet Holdings Limited The amount outstanding at the year end
was £4,050,000

The company has given a duty deferment guarantee to HM Customs and Excise for £210,000 (2009 £120,600)

Registered no 3288247 22




Avocet Hardware Limited

Drrectors report and financial statements
31 December 2010

Notes (continued)

22 Pension scheme

Defined contribution schemes

Contnbutions to the defined contnbution schemes amounted to £73,600 (2009 £76,500} There are no arnounts
outstanding at the year end

23 Parent company undertaking

The Company 1s a subsidiary undertaking of Avocet Holdings Linmted which 1s the ulimate parent company The
smallest and largest group 1n which the results of the Company are consolidated 1s that headed by Avocet Holdings
Limuted
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