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Bowater Building Products Limited

DIRECTORS’ REPORT

The Directors present their report and Financial Statements for the vear 1o 31 December 2006

Results and Dividends
The Directors report an improved Operating Profit of £2 043 000 for the vear (2003 £1,908 000} after
amortsation of goodwill of £500 000 (2005 £381,000) and no expenditure 1n respect of reorganisation

costs (2005 £629 000) Ths result was achieved despie a sigmficant increase 1n costs for PVC resin
duning the vear

After tay and mterest the net profit for the year amounted 1o £3 212 000 (2005 41 920 000) which will
be transferred to resenes  The Directors do not recomnmend payment of a dividend

Principal Activity and Review of the Business

The principal activity of the Company during the vear was the extrusion distnbution and sale of PVCu
profiles and the manufacture distnbution installation and sale of double-glased windows door units.
conservatory roofs and retated products

The key figures used by the Directors to manage the business are as follows

2006 2005 Change

000 L0000 Yo
Turnover 68 430 69 561 -2%
Operating profit 2043 1 908 +7%
Profit before tax 2 101 1 990 +6%
Profit after tax 3212 1920 +67%
Sharcholders funds 31178 27 966 +H1%
Current assets as % of current habihitics 184% 148% +24%
Average number of employees 184 477 +1%

This vear the Companv expertenced growth 1n 1ts core extrusien operations in terms of sales and profits
but a shight dechine 1n its overall turnover, being mamly due to reduced provision of fabricated products
As a consequence a decision has been taken since the vear end to restructure the factory which senviced
this market a redundancvy programme 1s 1o be implemiented to reduce headcount A return to sales growth
15 expected tn 2007 despite these 1ssues

A reassessment of acquired goodwill resulted 1n an aceclerated amortisation antounting to £116 000

There was a tax credit 1n 2006 following the finahsation of prior vear habihitics and as a consequence of
disclaming caputal allowances in the year

There was strong cash generation 1 2006 over 100% of the pre-tas profit for the year was converted nto
cash




Bowater Building Products Limited

DIRECTORS’ REPORT

Prncipal Risks and Uncertainties

The cost of restructuring the operations 1s expecied to reduce 2007 operating profits to a level below 2006,
but the underlving profitabihity should continue to improve As the Companv 1s diversified across a
number of sectors in the market an adverse development 1n any one 1s not expecled to threaten the overall
result significantly

Likely Future Developments

The Company will continuc to serve its customers needs 1n the public sector private home improvement
and necw build markets

Ultimate Parcnt Undertaking,

The immediate and ulumate parent undertaking 1s Squarecpink Limited
Directors
The Directors of the Company duning the vear were as fotlows

E Patterson

N J Richmond
K N Franklin
P W G Dugmd

All Directors were also directors of Squarepink Limated at the vear end and their interests 1n us share
capttal are disclosed n the financial statements of that company

The Companv has granted an mdemmty to onc or more of 1ts Directors agamst habihitv in respect of
proceedings brouglt by third parties subject to the conditions set out in the Compames Act 1985 Such
quabfving third party indemnity provision remains n force as at the date of approving the Directors
Repont

Disclosure of information 1o the auditors

So far as each person who was a Director at the date of approving tius report 18 aware there 15 no
relevant audit information being information needed by the auditor 1n connection with preparing its
report of which the auditor 15 unaware Having made enquiries of fellow Durectors and the group’s
auditor each Director has taken all the steps that he 1s oblhiged to take as a Director i order 1o make
himself aware of any relevant audit mformanen and to establish that the auditor 1s aware of that
information




Bowater Building Products Limited

DIRECTORS’ REPORT

Emplovee lnvolvement

The Directors attach great unportance to the maintenance and developmen of good labour relations and
emplovee involvement and traiming  The results are discussed at meetings held with senior management
and the opportunity 1s taken to inform them of developments  Emplovees evervivhere arc encouraged to
be aware of the performance of their business and of the Company as a whole The diverse nature of the
Company’s activities places the responsibility for such matters with local management m a4 manner
appropniate to the particular circumstances of each business

Emplovee mvolvement in the Company s prefitabilitv 1s encouraged through locally based bonus and
profit related pav schemies and esecutive bonus schemes

The Companv gives full consideration to apphications for emplovment from disabled persons where the
requircments of the job can be adequately fulfilled by & handicapped or disabled person Where existing
employees become disabled 1t 1s the Company's policy wherever practicable to provide continuing
emplovment under normal terms and conditions and to provide trning and career development and
promotion to disabled emplovees wherever appropriate

Auditors

Ernst & Young LLP will be re-appointed as company auditor 1n accordance with an elective resolution
passed by the Companvy under section 386 of the Companies Act 1985

By order of the Board

T I Clark
Secrctary

3 June 2007




Bowater Building Products Limited

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
ACCOUNTS

The Directors arc responsible for prepaning the annual report and the financial statements in accordance
with apphicable United Kingdom law and United Kingdom Generally Accepted Accounting Practice

Company law requires the Directors to prepare Financial Statemenis for cach financial year 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

e Select suntable accounting policies and then apply them consistently
s Make judgement and estumate that are reasonable and prudent

¢ State whether applicable UK Accounting Standards have been followed, subject 1o anv material
departures disctosed and explained in the financial statements and

¢ Prepare the accounts on the going concern basis unless 1t 15 inappropnate to presume that the
Company will continue tn business

The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any tune the financial posiion of the Companv and 10 ¢nable them to ensure that the
Financial Statements comply with the Compames Act  They arc also responsible for safeguarding the
asscis of the Company and hence for taking reasondble steps for the prevention and detection of fraud and
other trregularitics




INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF BOWATER BUILDING
PRODUCTS LIMITED

We have audited the Compamy’s financial statements tor the year ended 31 December 2006 which comprise Profit
and Loss Account, Balanve Sheet Statement of Recogmised Gamns and Losses, Reconctliation of Movements in
Sharcholders” Funds and the rilated notes 1 to 23 These financial statements have been prepared under the
accountiiig policies set out theremn

This report 15 made solely to the company's members, as a body, 1n accordance with Secuion 235 of the Compames
Act 1985 Our audit work has been undertaken o that we might state to the company's members those matters wa
are required to state to them mn an auditors' report and for no other purpose Lo the fullest extent permitted by law,
wt do not ateept or assume responsibility to anyone other than the company and the company's members as o body,
for our aucht work, for thrs report, or for the opimons we have formed

Respedtive responsibthities of directors and auditors

I'he directors are responsible for the preparation of the finanual statements i accordance with apphcable Uninted
Kingdom taw and Accounting Standards (Umited Kingdom Generally Aciepted Accounting Practice) as set out i the
Statement of Direclors' Responsibilities

Our responsibility 15 to audit the financial statements i accordance with relevant legal and regulatory requirements
and International Standards on Audiing (UK and Ircland)

We report to vou our opimion as to whether the financial statuments give o true and fair view, are propeily prepared
in accordance with the Compantes Act 1985 and whether the intormation given in the Directors” Report 15 consistent
with the financial statements

We also report to you it, m our opimien, the company has not hept proper accounting records, 1f we have not received
all the intormation and explanations we require for our audit or 11 intormation specitied by law regarding directors
remunicration and other transactions 1s not disclosed

Basts of audit opinion

We conducted owr audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Pracuces Board  An audit incdudes examination on ¢ test basis of evidence relevant to the amounts and
hisclosures e the fnancial statements [ also meludes an assessiment ol the significant estimates and judgements
made by the directors 1 the preparation ol the finanual statements and of whether the accounung polivies are
appropridate to the company's circumsiances, consistently applicd and adequatdly disclosed

We planned and performed our audit <o as to obtan all the mtormation and explanations which we considered
necessary m order to provide us with sutticient evidence to give reasonable assurance that the financial statuments
art free Irom material misstatement, whether caused by {raud or other irregulanty or error  In tormung our opinion
we also evaludted the overall adequacy of the presentation of information 1n the tfinancial statements

Opinon
In our opimion
+  the finanuidl statements give a true and tar view, 1 avcordanee with Umted Kingdom Generally Acvepted
Actounting Practice, of the state of the companv's affairs as at 31 December 2006 and ot 1ts profit tor the
year then ended,
+  the finanual statements have been properly prepared in accordance with the Companies Act 19835 and
»  the information given i the directors’ report 15 consistert with the financial statements

Ccan (Crng wf
Emst & Young LLP
Registered auditor

Birmunghamn
7 June 2007

wh




Bowater Building Products Limited

PROFIT AND LLOSS ACCOUNT
for the vear ended 31 December 2006

TURMNOYER
Operating charges

Operating profit before non-recurnng items
and amortisation of goodwill

Amorusation of goodwill
Reorganisation costs

OFPERATING PROFIT

Interest pavable
Bank 1nterest receivable

PROFIT ON ORDIENARY ACTIVIIHIES BEFORE FAXATION
Tax on profit on ordinary activitics

NET PROFIT FORTHF YEAR

All actuwitics tn the vear relate wholly 1o continuing activ tties

2006 2005

Notes £000 1000
3 68 450 69 561
1 (65.907) (66 643)
2543 2918
4 (500) (381)
: - (629)

2 043 1908
7 (nH (1N
59 93

2 101 1 990
8 L1l (70
19 3,212 1 920
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Bowater Building Products Limited

BALANCE SHEET
at 31 December 2006

FINED ASSETS
Intangible assets
Tangible assets

CURRENT ASSEILS

Stocks

Debtors

Cash at bank and in hand

CREDLIORS amounts {alling due within one vear
NEI CURRENE ASSESS

TOTAL ASSELS LSS CURRENT LIABILIIELS

PROM ISTOMNS FOR LIABILITIES AND CIHARGES

Deferred tax

CAPILAL AND RISLRVES
Called up share capital
Share premum account
Profit and loss account

EQUITY SHAREHOLBFRY FUNDS

Approved by the Board

K N Frankhn
Dhrector

5 June 2007

Notes

9
10

11
12

13

16

17

18
19
19

2006 2005
£000 £000
6 564 7064
11229 12 534
17 793 19 598
6 309 7 180
10,477 1141
12 209 9543
28 995 28 134
(15705) (18 977)
13 290 9157
31083 28,755
(248) (584)
343 (205)
31178 27 966
23 500 23 500 ,

7678 1466
31 178 27 966




Bowater Building Products Limited

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the vear ended 31 December 2006

Profit for the year and total gains recogmsed

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

Opening sharcholders funds

Profit for the year

Closing sharcholders funds

2006 2005
L000 £000
3212 1920
2006 2005
£000 LGOG
27 966 26 046
3212 1 920
31178 27 966




Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

ACCOUNTING POLICIES

Basis of preparatum
The accounts are prepared under the tustoncal cost conventton 1n accordance with applicable accounting
standards

Cash Flow Statement

The Company has taken advantage of the exemption under FRS1 not to prepare a cashilow statement as
its ultimate parent undertaking  Squarepmk Lisited  has prepared 1n 1ts report and accounts a
consolidated cash flow statement 1n accordance with FRS§

Goodwill

Positive goodwill ansing on acquisilions representing the excess of the fair value of the consideration
over the fair values atinbuted to the Companvy s share of tdentifiable net assets acquired 1S capitahised
classified as an asset on the balance sheet and amortised on a straight line basis over 1ts estumated useful
economic life of 20 vears [t 15 reviewed for impairment at the end of the first full financial vear
following the acqmsition and 1n other periods 1of cvents or changes 1n circumstances imdicate that the
carrving value may not be recoverable

Turnover
Turnover 15 defined as the net amount recervable {excluding VAT) for goods supphed and services
provided and includes sales to fellow subsidiary undertakings

Deprecanion
Depreciation 1s calculated to wnite-off the book value of tangible assets over their expecied hives by equal
annuai mstalments except that depreciation is not provided on freehold land or assets under construction

Tangible asseis are depreciated at the following rates

Frechold buildings - 2%
Long leasehold property - 2%
Short lcasehold propertv - Ife of lease

Plant machinery and vehicles 10% 10 50%

The carryving values of tangible fixed assets arc reviewed for impairment if events or changes mn
circumstances indicate that the carrving values mav not be recoverable

Stocks
Stocks are stated at the lower of cost and net realisable value Cost includes all costs incurred in bringing
cach product to nis present location and condition as follows

Raw matenals consumables and goods for resale  purchase cost on a first-in. first-out basis

Work 1n progress and fimshed goods cost of dircct matenals and labour plus atinbutable overheads based
on a normal level of activity

Net realisable value 1s based on estimated selling price less anv further cosis expecied to be incurred prior
to completon and disposal




Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

ACCOUNTING POLICIES (continued)

Forewgn currencies
Transactions 1n foreign currency are recorded at the rate ruling at the date of the transaction

Monetary assets and habihities 1n foreign currencies are translated into sterling at the rates of exchange
ruling at the vear end

All differences are taken 1o the profit and loss account

Deferred taxation

Deferred tax 1s recogmised in respect of all uming differences that have onginated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obligation
to pav more or right to pay less or 1o receive more 1ax with the following exception

o  Deferred 1ax assets arc recognised only to the extent that the Dircctors consider that 1t 1s more hikelv
than not that there will be sutable tanable profits from which the underlying timing differences can
be deducted

Deferred tax 15 measured on an undiscounted basis at the tax rates that are expected to apply n the
penods 1 which the tnming differences reverse based on tax rates and laws cnacled or substantivelv
enacted at the balance shect date

Leasung

Assets held under finance leases are leases where substantially atl the risks and rewards of ownershup of
the assct have passed 1o the group Assets are capitahised 1n the balance sheet and depreciated over thewr
useful Ines The capital clements of future obligations under leases and hure purchase contracls are
included as habiliies n the balance sheet The miterest etements of the remal obligawons are charged to
the profit and loss account over the period of the lease and represent a constlant proportion of the balance
of capital repavments outstanding

Opcrating lease rentals are charged to the profit and loss account as incurred

Pensions
The Company operates a money purchase pension scheme  Contributions are charged to the profit and
loss account as they become pavable 1n accordance with the rules of the scheme

ULTIMATE PARENT UNDERTAKING

The Companv s mmmediate and ultimate parent undertaking 15 Squarepink Limited a company
incorporated 1n England and registered in England and Wales The resulis of Bowater Bunlding Products
Eimited have been included 1n the group accounts copies of which can be obtamed from Squarepink
Limited Umit L. Bourne End Business Park Cores End Road Bourne End. SL8 5AS

TURNOVER

All of the Companv s turnover and profit before 1axation anises {from the manufacture distribubion and
sale of double-glaszed windows conservatonies extruded PVCu profile door umis and related products
and all of the Companv s operating assets are used for this purpose With the exception of £2 623 000
(2003 £2 187 000) of turnover to the Irnsh Republic the destination of all turnover 1s the United
Kingdom

10




Bowater Building Products Linited

NOTES TO THE ACCOUNTS
for the sear ended 31 December 2006

OPERATING PROFIT

This 15 stated after charging/(crediting)
Decrease 1n overhead element of stocks of finished goods and work 1n progress
Raw matenals
Emplovee costs (note 3)
Deprecianon - owned assets
Depreciation — leased assets
Amortisation of goodwill
Reorgamisation cosls
Operating lease rentals - equipment

- land and buildings
Auditors remuneration - audit services

- taxalion services
Other operating charges
Other operating income

EMPLOYEES

{4} Emplovee costs
Wages and salaries
Social secunty costs
Other pension costs

{b) Number of employees

Monthlv average number of emplovees
Manufacturing and production

Selling and adnunistration

2006 2005
£000 L000
(3) (50)
32,789 31,896
13 989 14,883
2 496 2,266
- 78

300 381

- 629
1.701 1.527
1 830 1578
49 36

28 -
14.203 15,508
(1.175) (1.099)
66 407 67 653
2006 2005
L000 L0060
12 233 13 139
1199 1.266
337 478
13 98y 14.883

No No
253 239
231 238
184 477
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Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

DIRECTORS’ EMOLUMENTS

A total of L4352 000 of the emoluments to three of the dwectors arc recharged to a relited company
Bowater Home Improvements Liunuted. a related party 1n the Squarcbeige Limited group of companies

Emoluments

COIHPZ!I]\' contributtons 10 money plll’(_‘h:]SG pension schemes

Members of the money purchase pension schemes

The amounts 1 respect of the highest patd director are as follows

Emoluments

Company contributions patd 1¢ money purchase pension schemes

INTEREST PAYABLE

Finance leases

TAXATION

{Credity/charge for the vear
Corporation tax at 30%
Adjustments 1n respect of prior vears

Deferred tanation - on capiial allowances
- on other iming differences

2006 2005
L000 L000
1 038 933
82 73
2006 2005
No No
3 3
2006 2005
£000 £000
348 274
nil nl
2006 2003
L1000 L0000
1 11
2006 2003
1000 L000
(363) 277
(363) (277
(GOB) 326
o0 21
(111 70

12



Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

TAXATION (CONTD)

The tax assessed for the vear ended 31 December 2006 15 lower than the standard raie of corporation tax
mn the UK (30 %) The differences are explained below

2006 2003
£000 L0060
Profit on ordinary activities before tas 2 101 1 990
Expected charge at UK average tax rate of 30% 630 597
Effects of
Expenses not deductible for tax purposes 243 174
Capnal allowances lower than/(1n excess) of depreciation 24 31D
Net increase in general provisions 4} (30)
Group relief received for nil payment (896) (424)
Prior period adjustments (563) 277
Actual credn (563) (277)
INTANGIBLE FIXED ASSETS
Goodwill
L0000
Cost
At 1 January and 3t December 2006 7677
Amortsation
ALl January 2006 6l13
Amortised during the vear
Normal amortisation 384
Impatement write-down 116
At 31 December 2006 1113
Net book value at 31 December 2006 6 364
Nel book vatue at 31 December 2005 7064
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Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

TANGIBLE FIXED ASSETS

Plant,
machinery
Buildings and vehicles Toral
£000 £000 £000
Cost
Opcning balance 1377 14 814 16 191
Adduions 200 1045 1245
Disposals - (86) (86)
At 31 December 2006 1577 15 773 17 350
Deprecration
Opening balance 156 3501 3,657
Charge for vear 120 2376 2 496
Disposals - (32) (32)
At 31 December 2006 276 5,845 6121
Net book value
At 31 December 2006 1301 9928 11229
At 31 December 20035 1,221 113313 12 534

Included above are assets held under finance lcases with a cost of mil 20035 £785 000) and accumulated

depreciation of il (2005 £179 000)

The net book values of buitdings comprise short leascholds of £1 301 000 (2005 £1 221 000)

STOCKS
2006 2005
L0060 LO0O
Raw matenals 1163 346
Work 1n progress and {inished goods 5,140 6 834
6309 7.180

The difference between purchase price or production cost of stocks and their replacciment cost 15 not

material

2003
L1060

9 871

1 540

DEBTORS
2006
L1000
Trade debtors 8 756
Amount due from patent undertaking 57
Prepavinents 1,664
Total debtors due within one vear 10 477

11 411
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Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

CREDITORS

Amounts falling due within one vear
Finance lease (note 13)

Trade creditors

Other tanes and social security costs
Amount due o parent undertaking
Amounts due to fellow group undertakings
Other creditors

Corporation tax

Fived assct creditors

OBLIGATIONS UNDER OPERATING LEASE CONTRACTS
Operanng lease rentals pavable 1 2007 relale to commitments expiring

Land and buildings

Within one vear

Between two and five yvears
Afier five vears

Equipment

Within one vear

Between two and five vears
After five vears

OBLIGATIONS UNDER FINANCE LEASES
Finance lease instalments are pavable as follows
Equpment

Within one vear
Between two and five vears

2006 2005
£000 £000
- 39
11182 1.771
1,309 1,128
- 2 407

514 401
2232 1.916
100 443
368 872
15 705 18 977
2006 2003
£000 LOGO
50 -
377 430

[ 184 I 183
1611 613
130 32

i 451 1120
- 15

1 581 1167
2006 2005
£000 L000
- 39

- 39
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Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

PROVISIONS FOR LIABILITIES AND CHARGES

Movements on the provisions dunng the vear were as follows

Balance at | Janoary 2006
Utihsed dunng the vear
Charge/(credit) for the vear

Balance at 31 December 2006

Property Closure

Propermv Other Total

1000 L0060 L000

388 196 584
(231) (184) (413)

88 9) 79

245 3 248

Provision has been made for oncrous rent costs defined as the excess pavable over a normal market rent

for the property in question These costs are expected to be incurred over the net eleven years

DEFERRED TAX

The deferred tax asset/{hability) 15 as follows

Opening balance

Profit and loss account credit/{charge) for the vear

At 31 December 2006

SHARE CAPITAL

Ordinary shares of t1 cach

Authonsed allotted called up and fully paid

RESERVES

At 1 January 2005
Profit for the vear

At 31 December 2005
Profit for the vear

Al 31 December 2006

Capiral Timing
dllowances  Differences Total
LO00 LOOO L1000
(409) 204 (205)
608 (60) 548
199 144 343
2006 2005
L L
1 4
Share Profit and Total
Premum foss
£000 L1000 1000
23,500 2 546 26 046
- 1920 1.920
23 500 4466 27 966
- 3212 3212
23 500 7678 31178
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Bowater Building Products Limited

NOTES TO THE ACCOUNTS
for the vear ended 31 December 2006

CAPITAL EXPENDITURE COMMITMENTS

2006 2005
LO00 L0060
Amounts contracted for but not provided 1510 339

RELATED PARTY TRANSACTIONS

The Company has taken advantage of the exemption conferred to by FRSE in that transactions with other
group companies are not disclosed Transactions undertaken with the Squarebeige Group which has
comnmeon sharc ownership are disclosed 1n the group accounts prepared by Squarepink Lumited

CONTINGENT LIABILITIES
As a member of the Bowater Buitding Products Limited Group for VAT purposes the Companv has jont
and several habihty for amounts due to Custerns and Excise under this arrangement

Together with its parent undertaking Squarcpink Linmnted the Company was a partv &t the vear end
together with Bourne End One Limited and Squareblack Limiuted to cross guarantces under group
banking arrangements with Barclavs Bank PLC

PENSIONS
The Company operales a money purchase pension scheme  Ameounts due to the scheme at the vear end
uwere £86 000 (2005 £82 000)
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