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Black & Decker

Directors’ report
The directors present their report and financial statemenis for the year ended 31 December 2007

Results and dividends
The trading results for the year are set out on page 7 The profit for the year after taxation 1s £17,793,000
{2006 £26,159,000) There were no dividends declared or paid during the year (2006 £Mil)

Principal activity and review of business developments
The principal activities of the company during the year were the manufacture and sale of power tools and
small domestic appliances through third party dismibution

The directors consider the results for the year to be satisfactory and they expect trading to continue at
similar levels for 2008

The company’s key financial performance indicators during the year were as follows

2007 2006 Variance

£m £m %

Turnover 136 5 145 1 -5 9%
Operating profit 61 40 4 -84 8%
Profit afier tax 17 8 262 -32 0%

Revenues have deteriorated i 2007 as a result of lower sales of outdoor products combined with lower
sales of components and accessories manufactured by the company (as a result of the Maltby restructuring
process)

Operating profits 1 2007 were lower than in 2006 and are primanly due to the movement in exceptional
admimistrative costs which are detailed 1n note 4 The exceptional costs 1n 2007 compnse restructuring
costs 1n the Spennymoor and Maltby plants of £459,000 and fixed asset impatrment charges of £530,000
In 2006, the company made the mmtial provisions in respect of the Maltby restructuring totalling
£1,759,000 and received a one off pension past service credit of £38,600,000

Included i 2007 under investment wncome 15 a dividend received from a UK subsidiary of £18,100,000
(note 8)

Principal risks and uncertainties
The principal nsks and uncertamties facing the company are broadly grouped as competitive and
hgqmdity/financing nsks

s Compeuntive Risks

The UK power tools and accessories market 15 comprised of a large number of branded and non-
branded competitors Management continually assesses Black & Decker’s competitive position and
takes appropriate action

o Ligudity / Financing Risks

The Company’s operations, loans and investments are financed by short and leng term debt
instruments Management regularly reviews the funding position to ensure that adequate facilities are
in place.

Research and development
During the year the company continued its commitment to the development of its exasting products

Directors
The current directors are shown on page 2
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Directors’ report (continued)

Directors’ interests
The directors have no beneficial interests in the shares of the company No contract or arrangements
entered into by the company in which any director 1s interested has subsisted during the year

The company benefits from a global mdemnuty policy which protects its directors aganst hiabihty 1n
respect of proceedings brought by third parties, subject to conditions set out 1 the Companies Act 1985
Such qualifying third party indemmity provision remains n force as at the date of approving the directors’
report

Future developments
In March 2008 the Maltby division of Black & Decker was ¢losed as an operational umit As discussed
earlier the results for 2006 and 2007 mclude the costs for the closure of Maltby

In January 2008 the company announced a restructuring of 1ts Spennymoor Division that will occur 1n
2008/2009 Costs relating to this restructunng totaling £700,000 have been provided for at year end and
the remaining costs will be reflected in 2008/2009

Events since the balance sheet date

From financial year 2008, the UK corporation tax rate will reduce from 30% to 28% This rate change will
both affect the amount of future tax payments to be made by the company and will also reduce the size of
the company's deferred tax asset Changes to the UK capital allowance regime have also been proposed,
the most significant of these changes for the company 1s the reduction 1n the rate of capital allowances
applicable to plant and machmnery expenditure from 25% to 20% per annum on a reducing balance basis
from 1 Apnl 2008 The effect on the company of these proposed changes to the UK tax system will be
fully reflected 1n the company's financial statements for the year ending 31 December 2008

Resiructuring at the Maltby Dhivision was completed in March 2008, while the restructuring programme of
the Spennymoor Division has now commenced Apart from these events there have been no other events
since the balance sheet date which would affect the financial statements or require disclosure theremn

Fixed assets and investments

Information relating to changes i tangible fixed assets and investments 1s given n note 11 and 12 to the
financial statements respectively The directors are of the opinion that the aggregate market value of land
and buildings situated 1n the United Kingdom 1s 1n excess of net book value (see note 11)

Creditors’ payment policy

It 15 Black & Decker’s policy to pay supphers on a umely basis 1n accordance with the terms agreed at the
time that the service was contracted Creditor days at 31 December 2007 were 32 days (2006 56 days)
The number of days relate 10 actual mvoices compared to payment dates excluding inter-company
purchases

Employee consultation

The company places the greatest value on 1ts employees and their involvement in aspects of the company’s
business The company has continued its established practice of keeping employees fully informed on
matters which affect them, including the performance of the company This 1s achieved through a vanety
of regular formal and mformal meetings, briefings and newsletiers Employee representatives are
consulted regularly on a wide range of matters affecting their current and future interests  Further
involvement is being encouraged through the continuing development of cross functional working groups

Employment of disabled persons
The company’s policy and practice 1s to encourage and assist the employment and continued trainng of
disabled people and to retain employees who become disabled

Charitable and political donations
The company made contnibutions for chantable purposes during the year amounting to £350 (2006
£3,011) There were no political contributions made during the year (2006 £Nil)




Black & Decker
. U e T

Directors’ report (continued)

Statement of directors’ responsibilies in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements 1 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 the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kaingdom Accounting Standards and applicable law)

The financeal statements are requured 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 those financial statements,
the directors are required to

¢ select switable accounung policies and then apply them consistently,
¢  make judgements and estimates that are reasonable and prudent,

¢ state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explamed i the financial statements,

e prepare the financial statements on the powng concern basis unless 1t 1s mappropriate to presume that
the company will continue 1n business

The dsrectors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any (ime the financial position of the company and to enable them to ensure that the financial statements
comply with the Compames Act 1985 They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other
uregularities

The directors are responsible for the maimntenance and integrity of the corporate and financial information
mncluded on the company’s website Legislation n the United Kingdom governing the preparation and
dissemmation of financial statements may differ from legisiation in other jurisdictions

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 15 no relevant
audit information, being information needed by the auditor in connection with preparing its report, of
which the auditor 15 unaware Having made enquiries of fellow directors and the group’s auditor, each
director has taken all steps that he/she 15 obliged to take as a director 1n order to make himselfherself
aware of any relevant audit mformation and to establish that the auditor 1s aware of that information

Auditors

The company has passed Elective Resolutions to dispense with, among other things, the need to hold
Annual General Meetings and to re-appoint auditors In accordance wath s 385 of the Companies Act
1985, the appomtment of Ernst & Young 1s treated as being conuinuous

By order of t d

Darector

Date % o:,w w&-
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Independent auditors’ report to the members of Black & Decker

We have audited the company financial statements (the "“financial statements”) of Black & Decker for the
year ended 31 December 2007 which compnise the Profit and Loss Account, the Statement of Total
Recognised Gains and Losses, the Balance Sheet and the related notes 1 to 27 These financial statements
have been prepared under the accounting policies set out therein

This report 15 made solely to the company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985 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 in an auditors’ 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 opinions we have formed

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable Umited Kingdom law and Accounting Standards (UK Generally Accepted Accounting Practice) are
set out in the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Iretand)

We report to you our opinion as to whether the financiat statements give a true and farr view and are properly
prepared In accordance with the Companies Act 1985 We also report to you whether in our opinion the
information given in the Directors' Report 1s consistent with the financial statements

In addition we report to you If, in our opinion, the company has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or 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 accerdance with International Standards on Auditing (UK and Ireland) 1ssued by
the Auditing Practices Board An audit includes examination, on a test basss, of evidence relevant to the
amounts and disclosures in the financial statements It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company's crcumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we constdered
necessary In order to provide us with sufficilent evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other wregularity or error In
forming our opinion we also evaluated the overall adequacy of the presentation of infermation in the financial
statements

Cpinicn
In our opinicn
= the financial statements give a true and fair view, in accordance with United Kingdom Generaily
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of
the company's profit for the year then ended,
+ the financial statements have been properly prepared in accordance with the Companies Act 1985,
and
the information given in the Directors’ Report is consistent with the financial statements

Cond A foung

Ernst & Young
Chartered Accountants & Reqistered Auditors
Cork

Date 29 October 2008




Black & Decker

Profit and loss account
For the year ended 31 December 2007

2007 2006
Notes £'000 £000
Turnover — continuing operations 2 136,494 145,086
Cost of sales (102,670} {110,176)
Gross profit 33,824 34910
Selling and distnbution costs 3 (18,101) (18,764)
Administrative expenses — ordinary (8,588) (12,541)
Admimistrative expenses — exceptional 4 (989) 36,841
(27,678) 5,536
Operating profit - continuing operations 6 6,146 40,446
Profit on sale of fixed assets 1,864 -
Interest recervable and similar income 7 22,126 15,141
Investment income 8 18,110 -
Interest payable and similar charges 9 (35,153) (30,428)
Net finance income 1n respect of defined
pension benefit scheme 20 4,700 1,000
Profit on ordinary activities before taxation 17,793 26,159
Tax on profit on ordinary activities 10 -
Profit for the financial year 17,793 26,159




Black & Decker

Statement of total recognised gains and losses
For the year ended 31 December 2007

Note 2007 2006

£000 £000

Profiut for the financial year 17,793 26,159
Actuanal gain recognised for the pension scheme 20 29,800 86,100
Total gains for the financial year 47,593 112,259
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Balance sheet
As at 31 December 2007

2007 2006
Notes £'000 £000

Fixed assets
Tangible assets 11 4,125 7,905
Investments 12 295,018 295,018

299,143 302,923

Current assets

Stocks 13 22,551 20,927

Debtors

- amounts falling within one year 155,616 206,908

- amounts falling due after one year 16,863 17,864
14 172,479 224772

Cash at bank and 1n hand 105,039 58,542

300,069 304,241

Creditors amounts falling due within one year 15 (133,572) (153,110)
Net current assets 166,497 151,131
Total assets less current liabilities 465,640 454,054
Creditors amounts falling due

after more than one year 16 (229,682) (229,708)
Provision for habilities and charges

Other provisions 17 (3,942) (4,272)
Pension liability 20 (6,025)  (41,800)
Net assets 225,991 178,274

Capital and reserves

Called-up share capital 18 10,125 10,125
Share premium account 19 189,753 189,753
Option contribution reserve 19 233 146
Capital reserve 19 35,790 35,790
Qther reserves 19 144,054 144,054
Profit and loss account 19 (153,964) (201,594)
Shareholders' funds 225,991 178,274

Approved by the Board on 29 Ocle ber 2008 .




Black & Decker

Notes to the financial statements
At 31 December 2007

1. ACCOUNTING POLICIES

11  Accounting convention and basis of preparation

The financial statements are prepared under the historical cost convention and in accordance with applicable
accounting standards

The company 1s exempt from the obligation to prepare and deliver group financial statements by virtue of
section 228A of the Companies Act 1985 Fmancial information 1s presented about the company as an
ndividual undertaking and not about 1ts group Details of the ultimate parent undertaking which draws up
group financial statements are disclosed 1n note 26

1.2  Depreciation of tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation No depreciation ts provided in respect
of freehold land Depreciation of buildings, machinery, tooling and other equipment 1s calculated to write off
the cost evenly over the estimated economic life of the assets at the following annual rates

Freehold buldings - 2%

Long leasehold land and buildings - 7%
Machinery and equipment - 125%-20%
Furniture and fixtures - 10% - 50%
Motor vehicles - 20%-25%
Tooling - 20% - 100%

The carrving values of fixed assets are reviewed for impairment 1f events or changes m circumstances
indicate the carrying value may not be recoverable

13 Investments

Invesiments are stated at cost less provision required for any permanent dimmution in value The carrying
value of investments 1s reviewed for impairment annually

1.4 Revenue recognition
Turnover

Revenue from the sale of goods 1s recognmised when the sigmificant nsks and rewards of ownership of the
goods have passed to the buyer, usually on dispatch of the goods

Interest itncome
Revenue 1s recognised as interest accrues using the effective interest method

Investment income
Dividends from mvestments 1n group undertakings are credited to profit and loss account when declared

1.5 Government grants
Government grants mn respect of capital expenditure have been deducted from the cost of related tangible
fixed assets and are released to the profit and loss account over the estimated economic hfe of the relevant
assets Revenue grants are released to profit over the life of the project to which they relate

16 Cash flow statement
The company has taken advantage of the exemption conferred i FRS 1 Revised “Cash flow Statements™
not to include a cash flow statement as part of the financial statements since the company is included within
the consolidated financial statements of Black & Decker Corporation

10
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Notes to the financial statements
At 31 December 2007

1.7

18

1.9

110

ACCOUNTING POLICIES (continued)

Interest-beanng loans and borroewings

All interest-bearing loans and borrowings are imtially recognised at net proceeds After mitial recognition
debt 15 increased by the finance cost 1n respect of the reporting period and reduced by payments made in
respect of the debts of the period Finance costs of debt are allocated over the term of the debt at a constant
rate on the carrying amount

Deferred taxation

Deferred tax 15 recognised in respect of all iming differences that have onginated but not reversed at the
balance sheet date where transactions or events have occurred at the date that will result in an oblhigauon to
pay more, or a right to pay less or to receive more tax, with the following exceptions

. Provision i1s made for tax on gawns anising from the revaluation (and similar fair value adjustments) of
fixed assets, and gains on disposal of fixed assets that have been rolled over nto replacement assets,
only to the extent that, at the balance sheet date, there 1s a binding agreement to dispose of the assets
concerned However, no provision 15 made where, on the basis of all available evidence at the
balance sheet date, 1t 13 more likely than not that the taxable gamn will be rolled over into replacement
assets and charged to tax only where the replacement assets are sold,

. Provision 1s made for deferred tax that would anise on remittance of the retamned earnings of overseas
subsidtaries, associates and joint ventures only to the extent that, at the balance sheet date, dividends
have been accrued as receivable,

. Deferred tax assets are recognised only to the extent that the directors consider that it 15 more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the periods m
whuch timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date

Foreign currencies

Transactions 1n foreign currencies are mitially recorded n the functional currency by applying the spot
exchange rate ruling at the date of the transaction or at the contracted rate 1f the transaction 1s covered by a
forward foreign currency contract Monetary assets and habilittes denominated 1n foreign currencies are
retranslated at the functional currency rate of exchange ruling at the balance sheet date or, 1f appropnate, at
the forward contract rate All differences are taken to the income statement Non-monetary items that are
measured mn terms of historical cost 1n a foreign currency are translated using the exchange rates as at the
dates of the mitial transactions Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined

Leasing

Rentals payable under operating leases are charged aganst mcome on a straight hne basis over the lease
term Amounts received 1n respect of capital contributions from the lessor are credited to mncome on a
straight line basts over the term of the lease untl the first break pomt

Assets held under finance leases, which are leases where substantially all the nisks and rewards of ownership
of the asset have passed to the company, and hire purchase contracts are captalised in the balance sheet and
are depreciated over the shorter of the lease term and the asset’s useful hfe The capital element of future
obligations under leases and hire purchase contracts are included as liabilities m the balance sheet The
mterest element of the rental obligations are charged in the profit and loss account over the period of the
leases and hire purchase contracts and represent a constant proportion of the balance of capital repayments
outstanding

"




Black & Decker

Notes to the financial statements
At 31 December 2007

1. ACCOUNTING POLICIES (continued)

1.11 Research and development
Costs associaied with product development are written off as incurred

1.12  Stock
Stocks are stated at the lower of cost (on a first-in, first-out basis) and net realisable value after making due
allowance for any obsolete or slow moving items In the case of finished products and products 1n progress,
cost comprises direct materials, direct labour and attributable manufacturing fixed and variable overheads
The allocation of manufacturing fixed overheads 1s based on normal levels of activity

113 Provisions for liabilities
A provision 1s recognised when the company has a legal or constructive obligation as a result of a past event
and 1t 1s probabte that an outflow of economic benefits will be required to settle the obligation

1.14 Defined benefit pension scheme
The Company, Black & Decker Europe and Tucker Fasteners Limited operate a defined benefit pension
scheme (The Black & Decker 1995 Pension Scheme) for its employees, the assets of which are held
separately from those of the company

Pension scheme liabilities are measured on an actuanal basis using the projected umit credit method and are
discounted at the current rate of return on a high quality corporate bond of equivalent term and currency to
the hability Pension scheme assets are measured using market rate values at the balance sheet date

The pension scheme deficit 1s recognised in full on the batance sheet The deferred tax relating to a defined
benefit hability 1s offset against the defined benefit liability to the extent that it 1s considered recoverable and
not included with other deferred tax assets or habilities

Increases 1n the present value of the scheme habilities expected to arise from employee service 1n the period
are charged to operating profit The expected return on scheme assets less the increase n present value of
scheme habihities arising from the passage of time are ncluded mn other nterest and shown adjacent to
interest payable Actuanial gains and losses are recognised n the statement of total recognised gains and
losses

Please refer to note 20 for further details of the accounting treatment of the mulu-employer pension scheme
adopted by the Company

Defined contribution pension scheme

Pension costs for the company’s defined contribution scheme are recogmised within operating profit at an
amount equal to the contributions payable to the scheme for the year Any prepaid or outstanding
contributions at the balance sheet date are recognised respectively as assets or liabihities within prepayments
or accruals

115 Share-based payment
FRS 20 requires the fair value of options and share awards which ultimately vest to be charged to the profit
and loss account over the vesting or performance period For equity-settled transactions the fair value 1s
determuned at the date of the grant using an appropnate pricing medel 1f an award fails to vest, the charge
to the mncomie statement will be adjusted to reflect this No expense 1s recogmzed for awards that do not
ultimately vest

12




Black & Decker

Notes to the financial statements
At 31 December 2007

1. ACCOUNTING POLICIES (continued)

1.15 Share-based payment (continued)
The cost of equity-seitled transactions with employees 15 measured by reference 1o the fair value at the date
at which they are granted and 1s recognized as an expense over the vesting period, which ends on the date on
which the relevant employees become fully entitled to the award Far value 13 determuned using an
appropniate pricing model In valuing equity-settled transactions, no account 1s taken of any vesting
conditions, other than conditions linked to the price of the shares of the company {market conditions)

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the extent to
which the vesting period has expired and management’s best estimate of the achievement or otherwise of
non-market condittons on the number of equity mstruments that will ulimately vest The movement in
cumulative expense since the previous balance sheet date i1s recogmzed in the income statement, with a
correspondmng entry in equty

The Group has taken advantage of the transitional provisions of FRS 20 in respect of equity-setiled awards
so as to apply FRS 20 only to those equity-settled awards granted after 7 November 2002 that had not
vested before 1 January 2006

For awards granted before 7 November 2002, the group recognizes only the mtrinsic value or cost of these
potential awards as an expense This 15 accrued over the performance period of each plan based on the
ntrinsic value of the equity settled awards which was typically zero

A credit 1s made to a share option contribution reserve for the share options charge, representing the fact that
the share options are over common stock of the ultimate parent company Costs recharged to the company
by 1ts ultimate parent company 1n respect of options exercised are debited to the profit and loss reserve
directly

2. TURNOVER AND SEGMENTAL ANALYSIS
Tumnover compnises the mvoice value of sales to thard parties and other Black & Decker companies,
exclusive of discounts and value added tax, from continuing activities The Umited Kingdom sales are all
third party related, all other sales are to other Black & Decker compames These sales are all consumer
product related

Turnover by destination 1s analysed as follows

2007 2006

Geographical area £'000 £'000
United Kingdom 107,200 111,457
Rest of Europe 26,548 28,270
Alfnca and Middle East 46 13
Australasia and Far East 105 353
Americas 2,595 4,993
136,494 145,086

Black & Decker 1s based wholly withm the Umited Kingdom and consequently all 1ts turnover and net assets
originate within the United Kingdom

13




Black & Decker

Notes to the financial statements
At 31 December 2007

2, TURNOVER AND SEGMENTAL ANALYSIS (continued)

Area of activity
Turnover and net assets are all allocated to the power tools and domestic apphances activity

2007 2006
£'000 £000
Turnover 136,494 145,086
Net assets 225,991 178,274
3 SELLING AND DISTRIBUTION COSTS
2007 2006
£'000 £'000
Selling costs 11,400 11,569
Dustribution costs 6,701 7,195
18,101 18,764
4 ADMINISTRATIVE EXPENSES - EXCEPTIONAL
Note 2007 2006
£'000 £'000
Pension — past service credit 20 - (38,600)
Impairment of fixed assets 11 530 -
Restructuring provision - Spennymoor 17 170 -
Restructuring provision — Maltby 17 289 1,759
Total gans for the financial year 989 (36,841)

The past service pension credit of £38,600,000 arose i 2006 from a review of the defined benefit scheme
and the removal of the allowance for discretionary pension mcreases

In 2006, the restructuring of the Maltby plant was announced and this progressed duning 2007, closing in
March 2008 The £289,000 above represents the additional costs anising on the Maliby closure A provision
of £170,000 was made n the Spennymoor Division for redundancies these being notified to staff prior to
December 2007 In January 2008 the announcement was made to restructure Spennymoor and assets
totalling £530,000 were 1dentified as being impaired and these were fully provided for at year end

14




Black & Decker

Notes to the financial statements
At 31 December 2007

5 STAFF COSTS
Employee costs during the year amounted to

Wages and salaries

Social welfare costs
Pension costs (see note 20)
Share option charges

2007 2006
£'000 £000
18,552 19,643
1,463 1,614
1,342 (35,336)
87 68
21,444 (14,011)

The average number of persons employed by the company during the year was 647 (2006 714) and 1s

broken down nto the following categories

Manufacturing
Selling, distribution and admimistration

The directors’ emoluments for the company are both paid by and reported m Black & Decker Europe,

another group company

6 OPERATING PROFIT - CONTINUING OPERATIONS

Operating profit 1s stated after charging/(crediting)

Depreciation of tangible fixed assets
Impairment of fixed assets
Auditors' remuneration - Audit

- Other tax services
Other operating lease charges
Land and buildings operating lease charges

Rental imcome

7. INTEREST RECEIVABLE AND SIMIL.AR INCOME

Interest recervable from fellow subsidiary undertakings
Hedge mcome

Foreign exchange gamn

Other interest

2007 2006
No. No
340 390
307 324
647 714

2007 2006
£000 £000
1,996 2,464
530 -
212 123
46 84
585 565
2,101 2,113
172) (172)
2007 2006
£'000 £000
21,043 15,129
88 -
990 3
5 9
22,126 15,141

15
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Notes to the financial statements
At 31 December 2007

8.

10.

{a)

INVESTMENT INCOME

Dividends receivable from investment in group undertaking

Bandhart Overseas

Dividend receivable

Dividend pence per share

INTEREST PAYABLE AND SIMILAR CHARGES

Bank and other short term loan interest
Interest payable to group undertakings
Foreign exchange loss

TAX ON PROFIT ON ORDINARY ACTIVITIES

Tax on profit on ordinary activities

The tax credit 15 made as follows
Current tax

Adjustments n respect of prior periods
Tax on profit on ordinary activities

2007 2006
£'000 £000
18,110 -
2007 2006
No Shares No Shares
233.076.212 233.076,212
2007 2006
£'000 £000
18,110 -
7.717 -
2007 2006
£'000 £000
- 122
35,139 30,293
14 13
35,153 30,428
2007 2006
£'000 £'000

16
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Notes to the financial statements
At 31 December 2007

10 TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)
(b)  Factors affecting current tax charge for the period

The tax assessed for the period 1s lower than the UK standard rate of corporation tax of 30% (2006 30%)
The differences are explamned below

2007 2006
£'000 £000
Profit on ordinary activities before tax 17,793 26,159
Profit on ordimnary activities multiplied by the UK standard rate
of corporation tax 5,338 7,848
Effects of
Expenses not deductible for tax purposes (151) (132)
Capntal allowances 1n excess of depreciation (1,105) (777)
Short term timing differences (1,924) (11,179)
Non-taxable income (5,433) -
Group relief surrendered for nil consideration 3,275 4,240

Total current tax charge - -

fc) Factors that may affect future tax charges

The company has an unrecogmsed deferred tax asset of £3,755,000 (2006 £16,004,000) This relates to
the following

2007 2006
£°000 £7000
Deferred tax asset (not recognised)

Deferred capital allowances (2,496) (2.937)
Capatal losses (1,171) -
Pension hality (1,687) (12,539)
Other short term timing differences (401) (528)
(5,755) (16,004)

From financial year 2008, the UK corporation tax rate will reduce from 30% to 28%

17
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Notes to the financial statements
At 31 December 2007

11. TANGIBLE FIXED ASSETS

Long Plant, Fixtures,
Freehold leasehold equpment fittings
land and land and and and motor
buildings buildings tooling vehicles Total
£000 £000 £000 £000 £000
Cost
At 1 January 2007 8,120 1,010 78,118 6,387 93,635
Additions 101 - 721 7 829
Disposals (7,164) - (12,104) (2,520) (21,788)
At 31 December 2007 1,057 1,010 66,735 3,874 72,676
Depreciation
At 1 January 2007 5,820 886 73,238 5,786 85,730
Charge for the year 103 42 1,722 129 1,996
Disposals (5,802) - (11,383) (2,520) (19,705)
Impairment of fixed assets - - 530 - 530
At 31 December 2007 121 928 64,107 3.395 68,551
Net book values
At 31 December 2007 936 82 2,628 479 4,125
At 31 December 2006 2,300 124 4,880 601 7,905

Amounts contracted for but not provided 1n the financial statements amounted to £Nil (2006 £Nil}

A provision for the impairment of assets 1n the Spennymoor plant for £530,000 has been made as noted 1n
the directors’ report

12. INVESTMENTS

Total
Cost £'000
At 1 January 2007 and 31 December 2007 295,018
Net book value
At 1 January 2007 and 31 December 2007 295,018

In the opinion of the directors, the aggregate value of the company's investments 1s not less than the
amounts at which they are stated in the balance sheet
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12 INVESTMENTS

The invesiments at 31 December 2007 relate to

Country of
Subsidiary registration or Proportion of
Undertaking incorporation shares held Nature of business
Bandhart Qverseas England and Wales 100% of ordinary shares  Holding company
Aven Tools Limited England and Wales  100% of'A' and 'B Non trading

ordinary shares and 3%
non-cumulative
preference shares

Black & Decker International urevocably undertakes to each helder of the class 'B' ordinary shares of Aven
Tools Ltd that 1f at any time any class 'B' ordinary shares are due to be redeemed 1n accordance with their
terms and such redemption cannot be lawfully effected on the due date, 11 shall subscribe for such number of
shares mn the capital of Aven Tools Ltd or further shares in the capital of Aven Tools Limited at a
subscription price of £1 per share as will enable the redemption to be effected on such date

In the opinion of the directors the aggregate value of the investments in subsidiary undertakings 1s not less
than the amount at which they are stated in the financial statements

13. STOCKS
2007 2006
£'000 £'000
Raw materials and work 1n progress 2,084 3,720
Finished goods 19,867 17,207
22,551 20,927

The difference between the purchase price or production cost of stocks and their replacement cost 1s not
matenal

14, DEBTORS

2007 2006

£'000 £000

Trade debtors 15,496 14,835
Amounts owed by group undertakings 156,398 209,146
Other debtors 25 4
Prepayments and accrued mncome 560 787

172,479 224,772

Included 1n the above 1s a long term loan with a value of £16,863,000 (2006 £17,864,000) to Black &
Decker Inc with a maturity date of 5 December 2016, and an interest rate of 6% per annum The nterest
rate can be reset where necessary without further decumentation and both parties can mutually agree to
repay the loan without any penalty
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15. CREDITORS amounts falling due within one year

2007 2006
£'000 £000
Trade creditors 2,791 2,703
Amounts owed to group undertaking 113,438 134,044
Accruals and deferred income 17,343 16,363
133,572 153,110

16. CREDITORS: amounts falling due after more than cne year
2007 2006
£000 £000
Amounts owed to group undertaking 229,682 229,682
Accruals and deferred mcome - 26
229,682 229,708

Analysis of creditors falling due after more than one year:

The amounts owed to other group undertakings include ten convertible equity notes with an aggregate
principal value of £137,117,148 (2006 £137,117,148) The notes are convertible on or before 15 December
2092 into an equivalent nommal value of ordmary £1 shares in the capital of the company at the option of
the holder, Black & Decker International The notes are redeemable at par on 15 December 2092 Interest 15
calculated at 9 25% per annum

Other values include a £2,950,000 (2006 £2,950,000) equity note with Black & Decker International with a
converston date of 2098 and an mterest rate of 6 40% per annum, an equity note of £75,502,000 (2006
£75,502,000) with Dewalt Power Tools Ltd with a maturity date of 2023 and an interest rate of 4 35% per
annum, and a loan note of £14,112,858 (2006 £14,112,858) with a matunty date of 1 January of 2019 and
an interest rate of 7 50% per annum

17. OTHER PROVISIONS

2007 2006

£'000 £000
Warranty provision
At | January 1,220 1,360
Additional provision 2,414 2,521
Other accruals 72 15
Utilisation of provision (2,564) (2.676)
At 31 December 1,142 1,220
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17. OTHER PROVISIONS {continued)
The expected timing of any resulting transfers of economic benefit 1s not known, given the uncertamn timmg
of warranty work to be performed
2007 2006
£'000 £'000
Restructuring provision
At 1 January 1,759 -
Utilisation of provision (783) -
Additional provision 459 1,759
At 31 December 1,435 1,759
In 2006, the restructuring of the Maltby plant was announced and this progressed during 2007, closing 1n
March 2008 The £459 000 represents two elements, £289.,000 for additicnal costs arising in the Maltby
closure and £170,000 for the Spennymoor Division relating to redundancies these being notified to staff
prior to December 2007
2007 2006
£'000 £000
Dilapidations provision
At 1 January 1,293 1,196
Addinonal provision 72 97
At 31 December 1,365 1,293
The provision for dilapidations has been made to represent the company’s obligations under 1ts leases for
land and buildings These obligations are generally settled at the expiry or termimation of the lease
2007 2006
£000 £000
Total other provisions 3,942 4,272
18. CALLED-UP SHARE CAPITAL 2007 2006
£000 £000
Authorised equity
Ordnary shares of £1 each 200,000 200,000
Allotted, called up and fully paid equity
Ordinary shares of £1 each 10,125 10,125
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19. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Option Total
Contri- Profit share
Share Share bution  Capital Other and loss  holders’
capital premium reserve reserve reserves account funds
£000 £'000 £1'000 £'600 £'000 £000 £'000
At 1 January 2006 10,125 189,753 78 35,790 144,054 (313,652) 66,148
Profit attributable to - - - - - 26,159 26,159
members of the company
Actuarial gain - - - - - 86,100 86,100
Reserve credit for share- - - 68 - - - 68
based payments
Charge made by parent - - - - - (201) (201)
company on exercise of
share options in 2006
At 31 December 2006 10,125 189,753 146 35,790 144,054 (201,594) 178,274
Profit attnibutable to - - - - - 17,793 17,793
members of the company
Actuarial gain - - - - - 29,800 29,800
Reserve credit for share- - - 87 - - - 87
based payments
Charge made by parent - - - - - 37 37
company on exercise of
share options in 2007
At 31 December 2007 10,125 189,753 233 35,790 144,054  (153,964) 225,991

20. PENSION OBLIGATIONS

The Company, Black & Decker Europe and Tucker Fasteners Limited operate a defined benefit pension
scheme (The Black & Decker 1995 Pension Scheme) for employees which closed for new employees on 1
July 2004, the assets of which are held separately from those of the company The Company complies wath
the accounting requirements of FRS 17 "Retirement Benefits” The Company 1s unable to identify 1ts share of
the underlying assets and lhabilities of the Scheme However as a result of being the most sigmficant of the
three participants, financial statements for the entire scheme as a defined benefit scheme are shown below

Therefore, in accordance with FRS17 paragraph 9 (b} (multi-employer exemption), Black & Decker Europe
and Tucker Fasteners Lunited account for the scheme as 1f it were a defined contribution scheme

The defined benefit cost to the Company includes the entire scheme’s current service cost less actual
contributions from Black & Decker Eurcpe and Tucker Fasteners Limited

The company also operates a defined contribunon scheme for all new employees (from 1 July 2004) and
pension payments for the year amounted to £77,000 (2006 £40,000)
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20.

PENSION OBLIGATIONS (continued)

Pension contributions are deterrnined with the advice of independent qualified actuanes, Hewitt Bacon &
Woodrow, on the basis of triennial valuations using the projected unit credit method The actuanial valuation
was carried out at 31 March 2006 and updated at 31 December 2007 for the purposes of FRS17 accounting
and disclosure Further contributions of 3% of pensionable earnings, i additton to the employer’s regular
contribution of 15 1% (2006 — 14%) of pensionable earnings, are made 1 order to eliminate the deficiency 1n
the scheme by 2008 The total contributions to the defined benefit plan by the Company in 2008 are expected
to be £4,600,000

The durectors continue to review the method and assumptions that are required to be taken into constderation
when supplying information to the actuary in order that a pension valuahon can be camed out and the llability
of the company properly reflected 1n the financial statements In carrying out this task, the directors have
challenged the allowance for future discretionary pensions n payment increases and have reduced the
increase from the prior year’s valuation percentage The effect of this action has been treated as a change m
past service benefits, generatng a (negative) past service cost which 1s included in the prior year
administrative expenses

The main assumptions used by the actuary were

31 December 2007 31 December 2006 31 December 2005
Yaluation method Projected unit Projected unit Projected unit
credit method credit method credit method
Inflation rate 315% 31% 29%
Salary increases 375% 185% 4 5%
Increase for pensions
In payment*
- Post May 2005 235% 23% 2 1%
- 5 Apnil 1997 to May 2005 315% 31% 28%
- Pre 6 April 1997 Nil Nil 1 5%
Discount rate 5 8% 51% 47%

* Other than statutory mncreases for guaranteed minimum pensions

The assets 1 the scheme and the expected rate of return were

Long term Long term Long term
Rate of return Value at  Rate of return Value at Rate of return Value at
Expected at 31/12/07 Expected at 31112/06 Expected at 31/12/05
31/12/07 £'000 31/12/06 £000 31/12/05 £'000
Equities 84% 209,900 8 4% 211,700 8 2% 196,300
Bonds 4 9% 71,8G0 50% 62,500 4 9% 61,100
Property 7 1% 21,200 6 8% 21,900 6 5% 19,000
Other 4 4% 3,000 4 1% 1,500 319% 1,900
Total market value of assets 305,900 297,600 278,300
Actuarial value of the scheme (311,925) (339,400) (445,000)

Net pension habihity

(6,025}

(41,800)

(166,700)
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20. PENSION OBLIGATIONS (continued)

An analysis of the defined benefit pension cost for the year 1s as follows

2007 2006
£000 £'000
Curtent service cost (4,800) (6,376)
Less Past service credit - 38,600
Less Contributions from other group companies 3,492 3,148
Defined contribution payments a7 40)
Direct discretionary payments 43 4
Total credit to operating profit (1,342) 35,336
Amount credited to net finance income
Expected return on pension scheme assets 21,800 19,500
Interest on pension scheme habilities (17,100) (18,500)
4,700 1,000
Amount recogmsed 1n statement of total recognised gans and losses
{Loss)/gain on pension scheme assets (5,800} 7,800
Experience (loss)/gain ansing on the scheme habilitzes (100} 52,800
Changes m the assumptions underlying (financial and demographic) 35,700 25,500
Actuarial gain recognised 1n the statement of total recognised gams and losses 29,800 86,100
Analysis of movement 1n deficit during the year 2007 2006
£000 £000
Deficit 1in scheme at beginning of year {41,800) (166,700)
Current service cost (4,800) (6,400)
Contributions paid 6,075 5,600
Net finance income 4,700 1,000
Past service credit - 38,600
Actuarial gain 29,800 86,100
Deficit in the scheme at end of year (6,025) (41,800)
History of experience gains and losses 2007 2006 2005 2004 2003
Difference between the expected and actual
refurn on scheme assets
- Amount (£°000) (5,800 7,800 29,600 6,600 15,900
- percentage of scheme assets (1 9%) 2 6% 10 6% 2 8% 72%
Experience gain/{loss) ansing on the scheme habiliies
- Amount (£°000} (100) 52,800 100 (5,200) (8,600)
- percentage of present value of scheme labilines 00% 156% 00% (13)% 23)%
Total actuarial gamn/(loss) recognised n the statement
of total recognised gains and losses
- Amount (£7000}) 29,800 86,100 (9,700) (4,900) (73.700)
- percentage of present value of scheme habihines 96% 254% 22% 12% 19 6%
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21. SHARE-BASED PAYMENT

(a) Description

The company participates 1n both The Black & Decker Corporation stock option and restricted stock plans
These are as follows

(1)  Stock Opnon Plan Under various stock option plans, options to purchase common stock of The
Black & Decker Corporation may be granted unul 2013 Options are granted at fmr market value at
the date of grant, and generally become exercisable in four equal annual instalments beginning one
vear from the date of grant, and expire 10 years after the date of grant The plans permit the 1ssuance
of erther ncentive stock options or non-quahfied stock options

(i) Restricted Stock Plan In 2004, The Black & Decker Corporation adopted a restricted stock plan
Under the restricted stock plan, eligible employees are awarded restricted shares of The Black &
Decker Corporauon’s common stock Restrichons on awards generally expire from three to four years
after 1ssuance, subject to continuous employment and certan other conditions

{b) Outstanding Options and Awards
(1) Stock Option Plan

At 31 December 2007, options to subscribe for common stock of the Black & Decker Corporanon were
outstanding as follows

tions price Number of shares Normally exercisable from
$48 33 600 2003, 2004, 2005, 2006
$39 74 650 2004, 2005, 2006, 2007
$60 19 1,071 20035, 2006, 2007, 2008
$82 26 2,069 2006, 2007, 2008, 2009
$92 36 5,250 2007, 2008, 2009, 2010
$88 37 5,750 2008, 2009, 2010, 2011

21. SHARE-BASED PAYMENT (continued)

(b) Outstanding Options and Awards (continued)
{1 Stock Option Plan (continued)

The comparative figures as at 31 December 2006 were

Options price Number 1ll|of shares Normally exercisable from
$48 33 525 2003, 2004, 2005, 2006
$39 74 900 2004, 2005, 2006, 2007
$60 19 838 2005, 2006, 2007, 2008
$82 26 1,751 2006, 2007, 2008, 2009
$92 36 4,500 2007, 2008, 2009, 2010
N
The following table summanizes information about options outstanding at 31 Decemnber 2007
Exercise prices QOutstanding options Weighted average remaining cumulative hfe -
number years
N — N —
$48 33 600 433
£3974 650 532
$60 19 1,071 632
$82 26 2,069 732
$92 36 5,250 830
$38 37 5,750 930
— —
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21. SHARE-BASED PAYMENT (continued)

The comparative figures as at 31 December 2006 were

Exercise prices Qutstanding options Weighted average remamnmng cumulative hife -
number years
— R
$48 33 525 533
%39 74 900 632
$60 19 838 732
$82 26 1,751 832
$92 36 4,500 930
— T

(1) Restricted Stock Plan

At 31 December 2007, outstandimng restricted stock 1ssued was as follows

Number of shares Vesung period
290 2004 to 2008
840 2005 to 2009
1,335 2006 to 2010
1,910 2007 to 2011

The comparative figures as at 31 December 2006 were

Number of shares Vesting period
650 2004 to 2008

630 2005 to 2009

1,099 2006 to 2010

Movement in the year

0 Stock Option Plan
A summary of the status of the stock option plan as at 31 December 2007 and 2006 and changes during the
years ended on those dates 1s shown below

Number 2007 Number 2006
of Weighted average of Weighted average
options exercise price options exercise price
Qutstanding at | January 8,514 $78 84 8,484 $59 84
Granted during the year 5,000 $88 37 4,750 %92 36
Exercised during the year (2.000) $56 81 (1) (2,207 $53 04 (2)
Forfeited duning the year - - (2,513) $62 92
Transferred in during the year 5,426 $7725 - -
Transferred out during the year (1,550) $87 82 - -
Qutstanding at 31 December 15,390 $83 33 8,514 $78 34
_I;:xermsable at 31 December 3,279 $68 89 843 $54 82
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21  SHARE-BASED PAYMENT (continued)
(1) Stock Optton Plan {continued)

(1) - The weighted average share price at the date of exercise for options exercised 15 $92 36
(2) — The weighted average share price at the date of exercise for options exercised 1s $93 01
Restricted Stock Plan

A summary of the status of restricted stock plan as at 31 December 2007 and 2006 and changes durmg
the years ended on those dates 1s shown below

2007 2006
Number of  Weighied average Number of Weighted average
options fair value at grant options  fair value at grant
date date

L . _
Outstanding at 1 January 2,379 379 54 1,765 $68 47
Granted during the year 1,690 388 37 1,174 $92 36
Exercised during the year (486) $5523 - -
Forfeited during the year - - (560) $71 54
Transferred in during the year 1,272 %84 36 - -
Transferred out during the year (480) $87 16 - -
Qutstanding at 31 December 4,375 $86 21 2,379 $79 54

Expense charged to income statement

Total expense recognized for the year arising from equity compensation plans was as follows

2007 2006
- £°000 - £°000
Equity-settled expense - 87 68

(e}  Far value of options awards granted after 7 November 2002

(1)  Stock Opnon Plan
The weighted average fair value of stock options granted during the year, estimated using the Black-
Scholes options pricing model, was $21 09, $23 03, $22 94, $17 07 and 311 22 per share for options 1ssued
in 2007, 2006, 2005, 2004 and 2003 respectively
The fair value of the options was estimated on the date of grant, based on the following assumptions
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21.  SHARE-BASED PAYMENT (continued)

(1}  Stock Option Plan (continued)

2007 2006 2005 2004 292_
Share price $88 37 $92 36 $82 26 $60 19 $3974
Exercise price $88 37 $92 36 $82 26 $60 19 $3974
Expected volatility 25 30% 25 70% 31 00% 31 90% 32 30%
Expected hfe in years 456 433 433 433 433
Expected dividend wneld 1 90% 1 65% 1 36% 1 40% 121%
Rusk-free rate 4 56% - 497% 4 03% 4 01% 338%

The volaulity assumption utihized in determining the fair value of stock options granted during 2007 was based
upon the average of historical and implied volatility For opuons granted prior to 2006, the expected volatility
was based on the historical volathty

The nsk-free rate was based on the yields available for US treasury strips at the date of grant The treasury
strips chosen were those with similar remaining term to the expected hfe of the option

(1} Restricted Stock
The weighted average fair value of restricted stock granted during the year was $88 37, $92 36, $82 26 and
$55 23 per share for shares 1ssued m 2007, 2006, 2005 and 2004 respectively

22, OPERATING LEASES

QOperating lease payments amounting to £1,845,000 (2006 £1,844,000) are commutted to be made 1n the next
year and are analysed as follows

Land and buildings Other Total
2007 2006 2007 2006 2007 2006
£000 £000 £000 £000  £000 £000

Expiry date

Within one year 1,022 i3 - 13 1,022 46
Between two and five years 661 1,611 129 65 790 1,676
In over five years 33 122 - - 3 122

1,716 1,766 129 78 1,845 1,844

23. DERIVATIVES
The company purchases forward foreign currency contracts to hedge currency exposure on firm future
commitments The fair values of the derivahives held at the balance sheet date, determined with reference
to their market values, are as follows

2007 2006
£°000 £000
Forward foreign currency contracts 17 719
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24,

15,

26.

27.

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemptions 1n Financial Reporting Standard No 8 Related Party
Disclosures' not to disclose related party transactions with group undertakings as the ultimate parent
company publishes consolidated financial statements

The directors consider the controlling party to be The Black & Decker Corporation

CONTINGENT LIABILITIES

Under cash pooling arrangements the company has given unlimited cross guarantees n respect of bank
borrowings of certain other undertakings within the Black & Decker UK group It is not practicable to
disclose the financial effect of this contingency, or the uncertainties relating to the amount or ttming of any
outflows

ULTIMATE PARENT COMPANY

The ultimate parent company 1s The Black & Decker Corporation, a company which is mcorporated in the
United States of America The largest and smallest group m which the results of the company are
consolidated 15 that headed by The Black & Decker Corporation The consolidated financial statements are
available from The Black & Decker Corporation, 701 East Joppa Road, Towson, Maryland 21286, USA

The immediate parent undertaking of the company s Emhart International Limited (registered in England
and Wales}

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for 1ssue by the Board of Directors on 28 Qctober
2008.
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