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Interface Europe Ltd.

Report of the directors for the year ended 31 December 2006

The directors present their report together with the audited financial statements for the year ended 31
December 2006

Principal activities and future developments

The group's principal activity 1n the year continues to be the manufacture and distribution of ntertor floor
coverings PDuring the year the Camborne Group has been sold The activities of this group were mamly
focused on the manufacture and distnbution of fabrics This was no longer considered to be a strategic part
of the European business Divesture of the group will enable us to focus on our modular flooring business
within Europe

Review of the business

The profit and loss account 1s set out on page 6 and shows turnover of the year of £105,125,000 and profit
for the year of £1,786,000

Turnover on continuing operations (excluding sales by the Camborne Group) increased by 17 6% with
modest growth in all markets selling to external customers and a stronger growth n sales within the
Interface group, as tufted product manufactured in the UK has proved popular throughout Europe Gross
profit as a percentage of sales on continuimg operations has creased from 24 7% to 28 5% with
efficiencies arising from the increased levels of UK production and some assistance in raw material costs
with the weakening of the US Dollar The selling, distribution and administrative expenses have increased
by about 20%, mainly for supporting new sales mitiatives and the higher level of sales but remamn
reasonably constant as a percentage of sales Ovwerall, the continuing business has contributed an additional
£3,954,000 to operating profit The fabrics business contributed £691,000 to operating profit in the year
but the disposal resulted 1n an exceptional loss on sale of £8,060,000

The group and the company remain committed to achieving the highest levels of sustainability in the
industnal world In pursuing those objectives the company has reduced the proportion of energy that it 15
using from non-renewable sources from 36% for 2005 to 17% for 2006 The company has also sold under
its registered trademark "Cool Carpet” 1,361,000 square metres of product (2005 - 894,000 square metres)
where any greenhouse gases emitted during the life cycle of the product are offset or balanced

The group and company are also committed to providing a safe environment to all its employees Reported
accidents for UK manufacturing sites were 4 1n 2006, down from 7 1n 2005

The directors do not recommend the payment of an ordinary dividend for the year ended 31
December 2006 (2005 - Nil)

There have been no events since the balance sheet date which matenally effect the position of the
company




Interface Europe Ltd.

Report of the directors for the year ended 31 December 2006 (Continued)

Principal risks and uncertainties

A significant proportion of the company’s business 1s in the corporate office sector and the performance of
this sector remains an important factor in the performance of the company as a whole The company seeks
to manage this risk by continuing the development of other business segments and seeking to convert
traditional broadloom customers to modular flooring

There are significant purchases of raw matenals in US Dollars and Euros, exposing the company to
currency risks in these areas However, there are also significant sales markets that are also settled 1n US
Dollars and Euros reducing the company’s exposure Thts 1s monitored on a regular basis within the
company and co-ordinated treasury management across Europe further reduces the tmpact of currency
exposure

The main financial nsks arising from the group and company's activities are credit risk, interest rate risk
and hquidity risk These are monitored by the board of directors and were not considered to be significant
at the balance sheet date

The company’s credit risk 15 primanily attributable to 1ts trade debtors Credit risk 1s managed by running
credit checks on new customers and by monitoring payments against contractual agreements

The group and company's policy 1n respect of interest rate nsk and hiquidity risk 1s to mamntain a mixture of
long term and short term debt finance and readily accessible bank deposit accounts to ensure the company
has sufficient funds for operations The cash deposits are held in a mixture of short term deposits and
current accounts which earn mterest at a floating rate  Debt 1s maintained at fixed interest rates

Research and development

The company continues to invest in research and development The directors regard investment n this
area as a pre-requisite for success in the medium to long term

Employees
It 1s group policy to offer approprate employment, training and promotion opportunities to disabled
people Should 1t become necessary every effort would be made 1n accordance with this policy 1o continue

the employment of anyone becoming disabled whilst in the service of the group

Information to employees regarding the group and factors affecting its performance are provided through
normal management channels and regular consultation

Charitable and political contributions

During the year the group made chantable contributions of £18,546 (1 January 2006 - £11,920)
Directors

The directors of the company during the year were

J Hasselman

D T Hendrix

D G Thomas (Resigned 19 April 2006)

R S Willoch
L K Parnell




Interface Europe Ltd.

Report of the directors for the year ended 31 December 2006 (Continued)

Directors' responsibilities

The directors are responsible for preparing the annual report and the financial statements in accordance
with applicable law and Umited Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepare financial statements for each financial period which 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 sunable accounting pohicies and then apply them consistently,
*  make judgements and estimates that are reasonable and prudent,

e  state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements, and

e  prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the company will continue in business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the financial
statements comply with the Companies 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
uregulanties

Auditers

All of the current directors have taken all of the steps that they ought to have taken to make themselves
aware of any information needed by the company’s auditors for the purpose of their audit, and to establish
that the auchtors are aware of that information The directors are not aware of any relevant information of
which the auditors are unaware of that information The directors are not aware of any relevant
information of which the auditors are unaware

By order of the Board

S Carlton
Secretary

Date

26 October 2007




Interface Europe Ltd.

Report of the independent auditors

To the shareholders of Interface Enrope Ltd.

We have audited the group and parent company financial statements (the “financial statements™) of
Interface Europe Ltd for the year ended 31 December 2006 which comprise the consolidated profit and
loss account, the consolidated statement of total recognised gains and losses, the consolidated and
company balance sheets, the consolidated cash flow statement and the related notes These financial
statements have been prepared under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors responsibilities for the preparing the financial statements 1n accordance with applicable
law and United Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting
Practice) are set out 1n the statement of directors responsibilities

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

We report to you our opinion as to whether the financial statements give a true and fair view and have
been properly prepared 1n accordance with the Companies Act 1985 and whether the information given
in the directors report 1s consistent with these financial statements We also report to you 1if, in our
opinton, the Directors' Report 1s not consistent with the financial statements, if the group has not kept
proper accounting records, 1f we have not received all the imformation and explanations we require for
our audit, or iIf information specified by law regarding directors' remuneration and other transactions 1s
not disclosed We read the Directors’ Report and consider the imphcations for our report 1f we become
aware of any apparent misstatements within it

Our report has been prepared pursuant to the requirements of the Companies Act 1985 and for no other
purpose No person i1s entitled to rely on this report unless such a person 1s a person entitled to rely
upon this report by virtue of and for the purpose of the Companies Act 1985 or has been expressly
authorised to do so by our prior written consent  Save as above, we do not accept responsibility for this
report to any other person or for any other purpose and we hereby expressly disclaim any and all such
habihty

Basis of audit opumion

We conducted our audit n accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements It also includes an assessment of the
significant estimates and judgments made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the group's circumstances, consistently
apphed and adequately disclosed

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




Interface Europe Ltd.

Report of the independent auditors (Continued)

Opimion

In our opinion

the group financial statements give a true and fair view, n accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the group's affairs as at 31 December 2006
and of its profit for the year then ended,

the parent company financial statements give a true and fair view, n accordance with Umited
Kingdom Generally Accepted Accounting Practice, of the state of the parent company's affairs as
at 31 December 2006, and

the financial statements have been properly prepared n accordance with the Companies Act 1985

the information given 1n the directors” report 1s consistent with the financial statements

BDO STOY HAY |
Chartered Accountants

and Registered Auditors

London

Date 26 Octerdes 2@7’




Interface Europe Ltd.

Consolidated profit and loss account for the year ended 31 December 2006

Note

Turnover 2
Cost of sales

Gross profit

Selling and distribution expenses
Administrative expenses

Operating profit

Exceptional 1item —Loss on sale
of subsidiary

Profit on ordinary activities
before interest

Interest recervable 4
Interest payable and similar charges 4
Other finance expenses 24

Profit on ordinary activities
before taxation

Taxation on profit from ordinary activities 7
Profit on ordinary activities after

taxation and retained profit for
the year 18

The notes on pages 11 to 36 form part of these financial statements

Continuing Discontinued

operations  operations Total

Year ended Yearended Yearended Yearended
31 December 31 December 31 December 1 January
2006 2006 2006 2006
£000 £°000 £'000 £'000
95,200 9,925 105,125 115,577
68,038 7,433 75,471 83,783
27,162 2,492 29,654 31,794
14,161 1,017 15,178 14,590
4,632 784 5,416 10,954
8,369 691 9,060 6,250
(8,060) -
1,000 6,250
327 306

(661) (1,144)

(232) (522)
434 4,890
(1,352) 1,898
1,786 2,992




Interface Eurape Ltd.

Statement of total recognised gains and losses and reconciliation of movements in shareholders' funds

for the year ended 31 December 2006

Year ended
31 December
Note 2006
£'000
Statement of total recognised gains and losses
Profit for the financial year 1,786
Currency translation differences on foreign
currency net investments 18 44
FRS 17 actuanal gains and losses 24 (1,513)
Deferred tax effect of actuarial gains and losses 16 454
| Total recognised gains and losses 633
|
|
‘ Reconciliation of movements in shareholders’ funds
Total recognised gains and losses 683
Opening shareholders' funds 30,868
Closing shareholders' funds 31,551

The notes on pages 11 to 36 form part of these financial statements

Year ended
1 January
2006
£'000
2,992

(59}

1,251
(375)

3,809

3,809

27,059

30,868



Interface Europe Ltd.

Consolidated balance sheet at 31 December 2006

Note
Fixed assets
Intangible assets 9
Tangible assets 10
Investments 11
Current assets
Stocks 12
Debtors - due within one year 13
- due after more than one year 13
Cash at bank and 1n hand
Creditors amounts falling due
within one year 14
Net current assets
Total assets less current habilities
Creditors amounts falling due
after more than one year 15
Provision for habilities 16
Net assets excluding pension habihty
Pension hability 24
Net assets including pension hability
Capital and reserves
Called up share capital - equity 17
Share premium account 18
Profit and less account 18

The financial

J Hasselman

Director

31 December 31 December 1 January
2006 2006 2006
£'000 £'000 £000

4,567

15,443

20,010
8,413 13,070
25,567 27457
3,425 1,867
3,533 5,310
40,938 47,704
17,830 36,929

23,108

43,118

1,025

42,093

(10,542)

31,551

34,166

5,276

(7,891)

31,551

atements were approved and authornised for 1ssue by the Board on 26 October 2007

The notes on pages 11 to 36 form part of these financial statements

1 January
2006
£'000

12,262
21,560
175

33,997

10,775

44,772

1,742

1,155

41,875

(11,007)

30,868

34,166
5,276
(8,574)

30,868



Interface Europe Ltd.

Company balance sheet at 31 December 2006

Note
Fixed assets
Tangible assets 10
Investments 11
Current assets
Stocks 12
Debtors - due within one year 13
- due after more than one year 13
Cash at bank and in hand
Creditors amounts falling due
within one year 14
Net current assets
Total assets less current habihties
Creditors amounts falling due
after more than one year 15
Provision for habilities 16
Net assets excluding pension habihty
Pension hability 24
Net assets including pension habihity
Capital and reserves
Called up share capital 17
Share premium account 18
Profit and loss account 18

Shareholdérs' funds

31 December 31 December

2006 2006

£000 £'000

15,443

16,513

31,956
8,413
26,258
3,425
3,365
41,461
23,165

18,296

50,252

24,416

1,025

24,811

(10,542)

14,269

34,166

5,276

(25,173)

14,269

1 January

2006
£'000

7.153
25,682
1,198
2,686

36,719

31,759

The financial\statements were approved and authorised for issue by the Board on 26 October 2007

J H asselman
A
Director
The notes on pagey 11 to 36 form part of these financial statements

1 January
2006
£'000

16,214
28,248

44,462

4,960

49,422

24,535

1,155

23,732

(11,007)

12,725

34,166
3,276
(26,717)

12,725

—_—



Interface Europe Ltd.

Consolidated cash flow statement for the year ended 31 December 2006

Note
Net cash out/inflow from operating activities 19
Returns on investments and
servicing of finance 20
Taxation
Capital expenditure and
financial investment 20
Acquisttions and disposals 27
Cash inflow before use of liquid
resources and financing
Financing 20
Increase/ (decrease) in cash 21

The notes on pages 11 to 36 form part of these financial statements

Year ended Year ended
31 December 1 January
2006 2006

£'000 £'000
(2,294) 7,530
(334) (838)

(34) (39)
(999) (2,091)

4,738 -

1,077 4,562
- (6,097)

1,077 (1,535)




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006

1

Accounting policies

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

Basis of consolidation

The group financial statements consolidate the financial statements of Interface Europe Ltd and all its
subsidiary undertakings up to the balance sheet date, using the acquisition method of accounting

No profit and loss account for Interface Europe Ltd has been presented as permitted by Section 230 of
the Companies Act 1985

Goodwill

Goodwill arising on an acquisition of a subsidiary undertaking 1s the difference between the fair value
of the consideration paid and the fair value of the assets and liabihities acquired It 1s capitalised and
amortised through the profit and loss account over the directors' estimate of its useful economic hfe
Impairment tests on the carrying value of goodwill are undertaken

» at the end of the first full financial year following acquisition, and

» in other periods if events or changes in circumstances indicate that the carrying value may not be

recoverable

The profit or loss on disposal of a business includes any goodwill arnising on acquisitions which was
previously eliminated directly aganst reserves under the former group policy

Turnover

Turnover represents sales to external customers at invoiced amounts less value added tax Turnover 1s
recognised when the risks and rewards of owning the goods have passed to the customer, which 1s
generally on delivery

Investments

Investments are stated at cost less provision for permanent diminution 1n value or at valuation



Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

1

Accounting policies (Continued)

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation Depreciation is provided on all tangible fixed
assets, other than freehold land, at rates calculated to write off the cost less estimated residual value of
each asset on a straight line basis over i1ts expected useful life, at the following rates -

Freehold buildings - 2% - 10%
Plant and machinery - 84% - 33Y%
Fixtures and fittings - 10% - 50%
Leased assets

Where assets are financed by leasing agreements that give nights approximating to ownership (finance
leases), the assets are treated as if they had been purchased out-right The amount capitalised 1s the
present value of the mimimum lease payments payable over the term of the lease The corresponding
leasing commitments are shown as amounts payable to the lessor Depreciation on the relevant assets 1s
charged to the profit and loss account

Lease payments are analysed between capital and interest components so that the interest element of the
payment 1s charged to the profit and loss account over the period of the lease and represents a constant
proportion of the balances of capital repayments outstanding The capital part reduces the amounts
payable to the lessor All other leases are treated as operating leases Thesr annual rentals are charged
to the profit and loss account on a straight line basis over the term of the lease

Government grants

Grants are credited to deferred revenue Grants towards capital expenditure are released to the profit
and loss account over the expected useful life of the assets

Research and development

Expenditure on pure and applied research 1s charged to the profit and loss account 1n the year in which
1t 15 incurred

Development costs are also charged to the profit and loss account in the year of expenditure, except
when ndividual projects satisfy the following criteria the project 1s clearly defined and related
expenditure 1s separately identifiable, the project 1s technically feasible and commercially viable,
current and future costs will be exceeded by future sales, and adequate resources exist for the project to
be completed

In such circumstances the costs are carried forward and amortised over a period not exceeding five
years commencing 1n the year when the group begins to benefit from the expenditure

Intangible assets
Patents and trademarks are stated at cost less depreciation Goodwill, patents and trade marks are

amortised on a straight line basis for a period not exceeding twenty years which the directors consider
to be their useful economic lives



Interface Europe Litd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Conninued)

1

Accounting policies (Continued)

Stocks and work n progress
Stocks are stated at the lower of cost and net realisable value Cost 15 arrived at as follows -

Raw materials - purchase cost on a first in, first out basis
Work mm progress and fimshed goods - cost of direct materials and labour plus attributable overheads
based on a normal level of activity

Net realisable value 1s based on estimated selling price less further costs expected to be incurred to
completion and disposal

Foreign currency translation

Transactions 1 foreign currencies are recorded at the rate ruling at the date of the transaction
Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the balance sheet date Exchange differences arising from the retranslation of the opening net
investment n overseas subsidiary undertakings at the year end rate are taken directly to reserves All
other differences are taken to the profit and loss account

Deferred taxation

Deferred tax balances are recogmised n respect of all timing differences that have onginated but not
reversed by the balance sheet date except that

o deferred tax 1s not recogmsed on timing differences arising on revalued properties unless the

company has entered into a binding sale agreement and 15 not proposing to take advantage of
rollover relief, and

e the recognition of deferred tax assets 1s imited to the extent that the company anticipates to make

sufficient taxable profits in the future to absorb the reversal of the underlying timing differences
Deferred tax balances arising from underlyng timing differences n respect of tax allowances on
industrial buildings are reversed if and when all conditions for retaining those allowances have been

met

Deferred tax balances are not discounted

13




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

1

Accounting policies (Continued)

Pensions
The pension costs for defined contribution schemes are the contributions payable 1n the year

For defined benefit schemes, pensions scheme assets are measured using market values, and penston
scheme liabilities are measured using a projected unit method and discounted at the current rate of retum
on a high quahty corporate bond of equivalent term and currency to the habihity

The pension scheme surplus (to the extent that it 1s recoverable) or deficit 1s recogmised in full The
movement 1 the scheme surplus/deficit 1s split between operating charges, finance items, and, in the
statement of total recognised gains and losses, actuanal gans and losses

Onerous leases

Where the unavoidable costs of a lease exceed the economic benefit expected to be received from it, a
provision 1s made for the present value of the obligations under the lease

Share-based payment

Where share options are awarded to employees of the company by the ultimate parent company, the fair
value of the options at the date of grant is charged to the income statement over the vesting period and
credited to a capital contribution reserve Non-market vesting conditions are taken nto account by
adjusting the number of equity instruments expected to vest at each balance sheet date so that,
ultimately, the cumulative amount recognised over the vesting period 1s based on the number of options
that eventually vest Market vesting conditions are factored into the fair value of the options granted
As long as all other vesting conditions are satisfied, a charge 1s made rrespective of whether the market
vesting conditions are satisfied The cumulative expense 1s not adjusted for failure to achieve a market
vesting condition

Where the terms and conditions of options are modified before they vest, the increase 1n the fair value
of the options, measured immediately before and after the modification, 1s also charged to the income
statement over the remaining vesting period

Where equity instruments are granted to persons other than employees, the income statement 1s charged
with the fair value of goods and services recerved

Charges by the parent company to Interface Europe Ltd in respect of the share options granted by them
are offset agarnst the capital contribution reserve

The group has adopted FRS 20 “Share based payment’ during the year giving rise to the above policy

FRS 20 ‘Share based payment’ requires the recognition of share-based payments at fair value at the
date of grant Prior to the adoption of FRS 20, the group had not recognised the financial effect of the
share based payment made by the parent company to employees of the company

In accordance with transitional provisions of FRS 20, the standard was applied retrospectively to all
grants of equity instruments after 7 November 2002 that were unvested as of 1 January 2006 , and to
liabihities for share-based transaction existing at 1 January 2006

However, the company had been charged by the parent company for its share of the overall US group
share based payment charge As a result there is no effective adjustment to the prior or current year
figures arising from the adoption of this policy




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

2

Turnover, profit and net assets, and corresponding figures

Turnover ts derived from two main classes of business carried out in the UK, that of the manufacture
and distribution of interior floor covering and interior fabrics  Tumover, profit and net assets can be

analysed as follows

Year ended
31 December
2006
£'000
Turnover
Interior floor covering 95,200
Interior fabrics 9,925
105,125
Pre tax profit/ (loss) on ordinary activities
Intertor floor covering 788
Interior fabrics (354)
434
Net assets
Interior floor covering 31,551
Interior fabrics -
31,551
Turnover by destination
Europe, mcluding United Kingdom 95,697
The Americas 16
Asia/Pacific 4,583
Other 4,829
105,125

Substantially all of the groups turnover, profits and net assets arise from the UK operations

15

Year ended
1 January
2006

£'000

80,978
34,599

115,577

3,106
1,784

4,890

24,354
6,514

30,868

106,414

427

5,219
3,517

115,577



Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

Corresponding figures

The analysis between continuing and discontinued operations for the year ended 1 January 2006 1s
shown below Activities discontinued 1n the year ended 31 December 2006 are shown as part of

discontinued activities

Turnover
Cost of sales

Gross profit
Selling and distribution expense

Administrative expenses

Operating profit

3 Operating profit is stated after charging/(crediting):

Research and development expenditure

Depreciation - owned fixed assets

Amortisation - intangible fixed assets

Operating lease rentals - plant and machnery
- other

Fees payable to the company’s auditors for the audit of the

company’s financial statements

Continuing

£000
80,978
60,953
20,025
12,997

2,613

4,415

Discontinued

in year ending

31 December
2006

£000

34,599
22,830

11,769

1,593
8,341

1,835

Year ended
31 December
2006

£'000

538
1,585
858
605
590

98

Fees payable to the company’s auditors and their associated for other services

- Audit of the company’s subsidiaries

- Other services pursuant to legistation

- Tax services

- Audit of the Interface Europe pension scheme
- All other services

(Profit)/loss on sale of fixed assets
Government grants released

65
132

20
185

(119)

Total

£000

115,577
83,783

31,794

14,590
10,954

6,250

Year ended
1 January
2006

£'000

506
2,292
1,347
1,391
1,004

111

52
b4
91
]
33
(98)
(119)




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Conninued)

4 Interest

Interest recervable
From fellow subsidiary undertakings
From others

Interest payable and similar charges
To fellow subsidiary undertakings
To others

5 Employees

Number of employees

The average weekly number of persons (including directors) employed by the group during the period

was

Direct labour
Office and supervision
Management

Employment costs (including directors)

Wages and salanes
Social security costs
Pension and other costs

Year ended
31 December
2006

£'000

259
68

327

443
218

661

Year ended
31 December
2006
Number

217

221
30

468

£'000

13,161

1,399
1,787

16,347

Year ended
1 Jannary
2006

£'000

222
84

306

1,075
69

1,144

Year ended
1 January
2006
Number

344
281
34

659
£000
18,320

1,875
1,060

21,255




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

6  Information regarding directors

Emoluments
Year ended  Year ended
31 December 1 January

2006 2006
£'000 £'000

Directors’ emoluments consist of
Fees and remuneration 465 403
Payments to defined benefit pension scheme 29 32
494 435

The number of directors in the defined benefit pension scheme was 1 (1 January 2006 - 1)
Emoluments (including pension contributions) of the highest paid director were

Year ended  Year ended
31 December 1 January

2006 2006
£'000 £'000
Highest paid director 472 373

The highest paid director's accrued pension entitlement was £19,270 (2005 - £16,280) as at 31
December 2006

During the year one director made gamns on the exercise of stock options (2005 — 1)



Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

7

Taxation on profit from ordinary activities

Yearended Yearended Year ended
31 December 31 December 1 January

2006 2006 2006
£000 £'000 £'000
Current tax
UK corporation tax on profits of the year 189 -
Adjustment n respect of previous years - -
Overseas tax 33 39
Total current tax 222
Deferred tax
Origination and reversal of timing
differences (1,574) 1,859
Movement n deferred tax provision
{note 16) (1,574)
Taxation on profit on ordinary activities (1,352)

Year ended
1 January
2006

£'000

39

1,859

1,898

The tax assessed for the year 1s higher than the standard rate of corporation tax in the UK The

differences are explained below

Year ended Year ended
31 December 1 January ,
2006 2006 |
£'000 £'000
Profit on ordinary activities before tax 434 4,890
Profit on ordinary activities at the standard rate
of corporation tax i the UK of 30% (2006 — 30%) 130 1,467
Effects of
Expenses and goodwill amortisation not deductible for tax purposes 81 496
Loss on disposal not deductable for tax purposes 2,418 -
Depreciation for year in excess of capital allowances (1,076) 553
Adjustment to tax charge n respect of previous years - -
Losses for year carried forward - -
Short term timing differences (1,286) (1,756)
Dnfference 1n overseas tax rates (45) (40)
Use of losses not previously recognised - (681) .
Current tax charge for year 222 39




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

8 Company result for the year
The profit attributable to the company which has been dealt with n its own accounts 1s £2,603,000
(1 January 2006 — £3,731,000) The company has taken advantage of the exemption 1n the Companies
Act 1985 not to present its own profit and loss account

9 Intangible fixed assets

Intellectual
property Patents and

Group rights  Trademarks Goodwill Total

£'000 £'000 £000 £000
Cost
At 2 January 2006 357 6 30,381 30,744
Disposal - - (16,262) (16,262)
At 31 December 2006 357 6 14,119 14,482
Amortisation
At 2 January 2006 357 6 18,119 18,482
Amortisation for the year - - 858 858
Disposal - - (9,425) (9,425)
At 31 December 2006 357 6 9,552 9,915
Net book value
At 31 December 2006 - - 4,367 4,567
At 1 Januvary 2006 - - 12,262 12,262
Company
Cost
At 2 lanuary 2006 and
at 31 December 2006 357 6 2,887 3,250
Provisions
At 2 January 2006 and 357 6 2,887 3,250

At 31 December 2006

Net book value
At 31 December 2006 and - - - R
At | January 2006
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

10 Tangible fixed assets

Group

Cost

At 2 January 2006
Additions
Disposals

On sale of subsidiary

At 31 December 2006

Depreciation
At 2 January 2006

Charge for the year

Disposals

On sale of subsidiary

At 31 December 2006

Net book value

At 31 December 2006

At 1 January 2006

21

Fixtures,
Freehold fittings,
land and  plant and

buildings machinery Total
£'000 £'000 £'000
11,873 36,419 48,292
40 959 999
(128) (742) (870)
(2,594) (11,905) (14,499)
9,191 24,731 33,922
2,571 24,161 26,732
257 1,328 1,585
(32) (653) (685)
(398) (8,255) (9,153)
1,898 16,581 18,479
7,293 §,150 15,443
9,302 12,258 21,560




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31" December 2006 (Continued)

10 Tangible fixed assets (Continued)

Fixtures,
Freehold fittings,
land and  plant and
Company buildings machinery Total
£000 £'000 £'000
Cost
At 2 January 2006 9,719 24,181 33,900
Additions 40 959 999
Disposals (128) (742) (870)
At 31 December 2006 9,631 24,398 34,029
Deprecration
At 2 January 2006 1,735 15,951 17,686
Charge for the year 257 1,328 1,585
Disposals (32) (653) (685)
At 31 December 2006 1,960 16,626 18,586
Net book value
At 31 December 2006 7,671 7,772 15,443
At 1 January 2006 7,984 8,230 16,214
11 Fixed asset investments - unlisted
Shares in
unlisted company
Group £000
Cost
At 2 January 2006 206
On sale of subsidiary (175
As at 31 December 2006 3
Provisions
At 2 January 2006 and at 31 December 2006 31
Net book value
At 31 December 2006 .

At | January 2006 175




Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

11 Fixed asset investments - unlisted (Continued)

Share in Shares in

unhsted subsidiary
Company company undertakings Total

£'000 £'000 £'000

Cost
At 2 January 2006 31 28,248 28,279
Disposals - (11,735) (11,735
As at 31 December 2006 31 16,513 16,544
Provisions
At 2 January 2006 and at 31 December 2006 3y - 31
Net book value
At 31 December 2006 - 16,513 16,513
At 1 January 2006 - 28,248 28,248

Subsidiary undertalung

The following was the principal subsidiary undertaking of the company at the year end and has been
included in the consolidated financial statements

Country of

registration or Nature of Shares held
Company incorporation  business class %o
Interface Ireland Limited Iretand Distribution of Ordinary 100

mtertor floor covering
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Interface Europe Ltd.

Notes forming part of the financtal statements for the year ended 31 December 2006 (Continued)

12 Stocks

Raw matenals and consumables
Work 1n progress
Fimished goods and goods for resale

13 Debtors

Amounts due within one year

Trade debtors

Amounts owed by subsidiary undertakings
Amounts owed by parent undertaking and
fellow subsidiary undertakings

Other debtors

Corporation tax

Prepayments and accrued income

Amounts due after more than one year
Deferred tax (see note 16)

Group Group Company

31 December 1 January 31 December
2006 2006 2006

£'000 £'000 £'000

3,280 4,262 3,280

445 1,512 445

4,688 7,296 4,688

8,413 13,070 8,413

Group Group Company

31 December 1 January 31 December
2006 2006 2006

£'000 £'000 £'000

14,666 14,942 13,798

- - 1,592

8,957 10,650 8,957

69 73 67

1,875 1,792 1,844

25,567 27,457 26,258

3,425 1,867 3,425

28,992 29,324 29,683

24

Company
1 January
2006
£'000

1,985
434
4,734

7,153

Company
1 January
2006
£'000

8,479
4,394
10,650
72
647
1,440
25,682

1,198

26,880



Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

14 Creditors: amounts falling due within one year

Group Group Company

31 December 1 January 31 December

2006 2006 2006

£000 £'000 £'000

Bank overdrafts - 2,854 -

Trade creditors 4,074 5,315 4,073
Amounts owed to parent undertaking and

fellow subsidiary undertakings 7,449 21,539 7,423

Amounts owed to substdiary undertakings - - 5,663

Other taxes and social security costs 1,229 2,137 1,063

Corporation tax 190 9 189

Accruals and deferred income 4,888 5,075 4,754

17,830 36,929 23,165

Bank overdraft and loans bear interest at commercial margins above LIBOR

15 Creditors: amounts falling due after more than one year

Group Group Company
31 December 1 January 31 December
2006 2006 2006
£'000 £'000 £'000

Amounts owed to fellow subsidiaries - 1,623
Amounts owed to subsidiary undertakings - - 24,416
Accruals and deferred income - 119 -
- 1,742 24,416

Company
1 January
2006
£'000

2,030
3,392

15,656
5,164
1,530

3,987

31,759

Company
1 January
2006
£'000

24,416
119

24,535

Amounts owed to subsidiary undertakings have no fixed repayment date and bear no interest
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

16 Provisions for liabilities and charges
Group
(a) Deferred tax
At 2 January 2006
Transfer to profit and loss account

Transfer to statement of recognised gains and losses
On disposal of subsidiary

Balance at 31 December 2006

Recognised as

Deferred tax asset {note 13)
Netted off pension hability (note 24)

£000

6,584

1,574

454
(669)

7,943

31 December 1 January

The deferred tax asset 15 expected to be recovered aganst future taxable profits

Deferred tax provided in the financial statements 1s as follows

Accelerated capital allowances
Other timing differences
Losses

Pension timing difference

26

2006 2006
£'000 £'000
3,425 1,867
4,518 4,717
7,943 6,584

Provided Provided
31 December 1 January

2006 2006

£'000 £'000
(1,351) (1,158)
(630) (623)
(1,444) (86)
(4,518) @77
(7,943) (6,584)



Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

16 Provisions for habilities and charges (Confinued)

Company £000
At 2 January 2006 5,915
Transfer to profit and loss account 1,574
Transfer to statement of recognised gains and losses 454
At 31 December 2006 7,943

31 December 1 January

2006 2006
£000 £'000

Recogmised as
Deferred tax asset (note 13) 3,425 1,198
Netted off pension hability (note 24) 4,518 4,717
7.943 5,915

Deferred tax provided in the financial statements 1s as follows

Provided Provided
31 December 1 Januvary

2006 2006

£'000 £'000
Accelerated capital allowances (1,351) (578)
Other timing differences (630) (620)

Losses (1,444) -
Pension timtng differences (4,518) @,717)
(7,943) (5,915)

The group and company at 31 December 2006 have unprovided deferred tax assets of £ml {2005-
£4,200,000) comprising accelerated capital allowances and losses

Onerous lease

provision
(b) Other provisions £000
Group and company
At 2 January 2006 1,155
Paid 1n the year (130)
At 31 December 2006 1,025
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

16 Provisions for liabilities and charges (Conrtnued)

Group and company {Continued)

The onerous lease provision relates to leases held on three properties by Interface Europe Lid The
first property was vacated by the company during 2005 and only a small part of it has been sublet
The provision provides for the total annual cost of leasing the property for the remaining six and a
half years left on the lease The second property was also vacated during 2005 and the provision
provides against the annual cost of leasing the property for the one and a half years left until a break
option in the lease The lease on this property was surrendered during July 2006 The third property
was vacated during 2006 and has remained vacant since then At the balance sheet date, it was
expected that this would be occupied during 2007 with a rent free period A provision has been made
for the rent free period  All provisions have been discounted at a pre-tax rate of 6%

17 Called up share capital

Ordinary shares of 50p each
'A" Ordinary shares of 10p each
5% preference shares of Can$1 each

Ordinary shares of 50p each
‘A’ ordinary shares of 10p each

Authorised
31 December 1 January 31 December 1 January
2006 2006 2006 2006
Number Number £000 £000
70,679,407 70,679,407 35,340 35,340
26,602,965 26,602,965 2,660 2,660
2,100,000 2,100,000 1,918 1,918
99,382,372 99,382,372 39,918 39918

Allotted, called up and fully paid
31 December 1 January 31 December 1 January

2006 2006 2006 20006
Number Number £000 £000
63,579,407 63,579,407 31,790 31,790
23,766,677 23,766,677 2,376 2,376
87,346,084 87,346,084 34,166 34,166

The ordwnary shares and the 'A’ ordinary shares each carry equal voting rights

The priority and amounts receivable 1n the event of the winding up of the company are as follows

'A’ ordinary shares
Ordinary shares

10p per share
50p per share
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

18 Reserves
Group
At 2 January 2006

Profit for the year
Exchange differences

Actuarial gamns and losses net of tax

At 31 December 2006

Company

At 2 January 2006
Profit for the year

Actuarial gains and losses net of tax

At 31 December 2006

Share Profit and
premium loss account

£'000 £'000
5,276 (8,574)
- 1,786
. (44)
- (1,059)
5276 (7,891)
5,276 (26,717)
- 2,603
. (1,059)
5,276 (25,173)

The effect on the profit and loss reserves of the pension scheme hability incorporated nto the financial

statements 1s as follows

Profit and loss reserve excluding

pension hability
Pension Liabihity

Profit and loss reserve

Group Group Company Company

31 December 1 January 31 December 1 January
2006 2006 2006 2006

£'000 £'000 £'000 £000

2,651 2,433 (14,631) (15,710)
(10,542) (11,007 (10,542) (11,007
(7,891) (8,574) (25,173) (26,7117)
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

19 Reconciliation of operating profit to net cash Year ended Year ended
inflow from operating activities 31 December 1 January
2006 2006

£'000 £'000

Operating profit 9,060 6,250
Depreciation 1,585 2,292
Amortisation of intangible assets 858 1,347
Increase 1n stocks (1,892) (470)
(Increase)/Decrease in debtors (6,059) 627
Increase in creditors and provision (5,987) (2,359
Foreign exchange gain/(loss) (44) (59)
(Profit)/Loss on sale of fixed assets 185 (98)
Net cash (outflow)/ inflow from operating activities (2,294) 7,530

20 Analysis of cash flows for headings netted 1n the cash flow statement

Yearended Yearended Yearended Year ended
31 December 31 December 1 January 1 January

2006 2006 2006 2006
£'000 £'000 £'000 £'000
Returns on investments and servicing
of finance
Interest recerved 327 306
Interest paid (661) (1,144)
Net cash outflow for returns on
mvestments and servicing of finance (334) (838)
Capatal expenditure and financial investment
Purchase of tangible fixed assets (999) {2,340)
Sale of tangible fixed assets - 249
Net cash outflow for capital expenditure
and financial investments (999) (2,091)
Financing
Inter company loans repaid - (6,097)
Net cash outflow from financing - (6,097)
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

21 Reconciliation of net cash inflow to movement 1n net debt

Yearended Yearended Yearended Year ended
31 December 31 December 1 January 1 January

2006 2006 2006 2006
£000 £'000 £'000 £'000
Increase/(Decrease) in cash in the year 1,077 (1,535)
Cash inflow from increase
in debt and lease financing - 6,097
Change in net debt resulting from cash flows 1,077 4,562
Debt disposed of on sale of subsidiary 1,623 -
Opening net debt 833 (3,729)
Closing net debt 3,533 833
22 Analysis of net debt
At Disposal At
1 January Cash of 31 December
2006 flow subsidiary 2006
£'000 £'000 £°000 £'000
Cash at bank and 1n hand 5,310 (1,777 - 3,533
Overdrafts (2,854) 2,854 - -
2,456 1,077 - 3,533
Inter company loans owed to fellow
subsidiaries (1,623) - 1,623 -
Total 833 1,077 1,623 3,533
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Interface Enurope Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

23 Financial commitments - operating leases

At 31 December 2006, the group and company had annual commitments under non-cancellable
operating leases as follows

At At At At
31 December 31 December 1 January 1 January
2006 20006 2006 2006
Land and Land and

Group buildings Other buildings Other
£'000 £'000 £'000 £'000

Expiry date
Within one year - 235 - 158
Between two and five years 395 363 40 497
In over five years 151 - 622 8
546 598 662 663

Company

Expiry date
Within one year - 232 - 155
Between two and five years 395 337 40 481
In over five years 111 - 582 8
506 569 622 644

24 Pension costs

The company operates a funded defined benefit pension scheme The assets of the scheme are held
separately from those of the company The pension cost 1s assessed 1n accordance with the advice of a
professionally qualified actuary

A full actuanal valuation of the defined benefit scheme was carried out at 5 April 2006 and updated to
31 December2006 by a qualified independent actuary on a FRS17 basis The major assumptions at 31
December 2006 used by the actuary were

31 December 1 January 2 January

2006 2006 2005

Rate of increase 1n salaries 3 80% 3 50% 350%
Rate of increase for pensions in payment 2 80% 250% 2 50%
Discount rate 510% 4 75% 525%
Inflation assumption 2 80% 250% 250%
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 {Continued)

24 Pension costs (Continued)

Contributions of £3,304,000 were made n the period to 31 December 2006 (1 January 2006 -
£4,989.000) It has been agreed with the trustees that contributions for the next two years will be
between 14 1% and 16 3% of pensionable pay, depending on the category of members

Year ended Year ended
31 December 1 January
2006 2006
£009 £'000
Movement in deficit during the year:
Deficit in scheme at 1 January 2006 (15,724) (20,612)
Movement 1n year
Current service cost (895) (830)
Contributions 3,304 4,989
Past service costs - -
Net return on assets/(interest cost) (232) (522)
Actuanal gain/(loss) (1,513) 1,251
Deficit in scheme at 31 December 2006 (15,060) (15,724)
Analysis of the amount charged to operating profit:
Service cost (895) (830)
Analysis of net return on pension scheme:
Expected return on pension scheme assets 3,903 3,530
Interest on pension hiabilities (4,135) (4,052)
Other finance expenses (232) (522)
Analysis of amount recognised in statement of total recognised
gains and losses ("STRGL"):
Actual return less expected return on assets 3,050 7,842
Expenience gains and losses on hiabilities (1,451) 657
Changes 1 assumptions (3,112) (7,248)
Actuanal gain (loss) recognised m STRGL (1,513) 1,251
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

24 Pension costs (Confinued)
31 December 1 January 2January 28 December 29 December

2006 2006 2005 2003 2002
History of experience gains and losses
Dnfference between expected and actual
return on scheme assets
Amount (£°000) 3,050 7.842 2,155 4,138 (8,636)
Percentage of scheme assets 4% 11% 4% 3% 20%
Expenence gans and loses on scheme
habilities ]
Amount (£'000) (1,451) 657 (304) (3,413) 637)
Percentage of scheme assets (2%) 1% % 4% 1%

Total amount recognised 1n statement of total

recognised gains and losses

Amount (£°000) (1,513) 1,251 1,851 (2,592) (2,971)
Percentage of scheme assets (2%) 1% 2% 3% 19%

A defined contribution pension scheme was operated for certain directors of Camborne Holdings
Limited The assets of the scheme were held separately from those of the company mn an independent
administered fund In addinion contributions were made based on present levels of salaries to individual
pension policies of certain directors and employees The pension cost charge represents contributions
payable under the above arrangements and amounted to £54,522 (1 January 2006 - £152,000)

25 Related party transactions

The group has taken advantage of the exemption allowed by Financial Reporting Standard 8, "Related
Party Transactions”, not to disclose any transactions with entities that are included n the consolidated
financial statements of Interface Inc

26 Ultimate parent company

The directors regard Interface Inc, a company mcorporated in the United States of America, as the
company's ultimate parent undertaking

Interface Inc 1s the parent undertaking of the largest group of which Interface Europe Ltd 1s a member

and for which group accounts are drawn up Copies of those group accounts are available from 2859
Paces Ferry Road, Suite 2005, Atlanta, GA 30339, USA
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

27 Discontinued operations
On 21 April 2006 the group disposed of Camborne Holdings Limited

The loss on disposal of Camborne Holdings Limited has been calculated as follows

£'000 £'000
Cash proceeds 5215
Net assets disposed of
Tangible fixed assets 5,346
Intangible fixed assets 6,837
Investments 175
Stocks 6,549
Debtors 7,949
Cash 477
Creditors (14,058)

13,275

Loss on disposal 8,060

The net inflow of cash 1n respect of the sale of Camborne Holdings Limited 1s as follows

£'000
Cash consideration 5,215
Cash transferred on disposal 477)
Net inflow of cash 4,738
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Interface Europe Ltd.

Notes forming part of the financial statements for the year ended 31 December 2006 (Continued)

28 Share based payments

Interface Inc operates a restricted stock award scheme n its own shares for certain senior employees and
directors of the group Certain UK employees are eligible to participate in the scheme The awards vest
over a three to five year period from the date of grant, provided that the employee remains m the
employment or service of the company as of the vesting date Additionally the awards vest earlier upon
attainment of certan performance criteria, in the event of change of control of the company, or upon
mvoluntary termination without cause The awards have an exercise price of £nil

2006 2005

Number Number

Outstanding at the beginning of the year 86,500 50,000
Granted during the year 36,860 36,500
Vested during the year (18,250) 0
Outstanding at the end of the year 105,110 86,500

All awards that vest are effectively exercised on the same date
The weighted average share price at the date of vesting of the share awards was $10 03
The weighted average fair value of the awards granted during the year was $8 64 (2005-$8 07)

The fair value of the awards granted has been calculated by reference to the market value of the Interface
Inc shares at the date of grant

The share based remuneration expense recognised in the profit and loss account for the year amounts to
£143,843 (2005 £51,179)
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