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Sanquhar Tile Services Limited

Strategic report
For the year ended 31 December 2017

The directors present their strategic report together with the audited financial statements for the year ended 31
December 2017.

Principal risks and uncertainties

The market for carpet tiles remains highly competitive. Nevertheless, the company continues to pursue its
objectives of providing both a high-quality product and service to its customers, in conjunction with increasing
overall business activity. Despite ongoing difficult conditions on raw material, the company continues to pursue
all possibilities for reducing unit costs.

Oil prices have increased during 2017, and together with a weakened sterling, there is a definite increase in raw
material prices.

Trade debtor management is carried out by ensuring timely collections, credit checks and a trade credit
insurance policy.

The company monitors cash flow as part its day to day control procedures and repayments of hire purchase
commitments are in line with agreed schedules.

Performance and future developments

Performance for the year shows a slight downward trend against 2016. Given the highly competitive market for
carpet tiles, the company performance in 2017 is considered to be very satisfactory.

New customers and new business will continue to be developed going forward. This is expected to be a result of
the acquisition by Shaw Industries Group,Inc. Raw material prices continue to be impacted by unprecedented
increases and the company is trying to negate this with a more profitable sales mix.

Regular maintenance of plant and machinery continues to be carried out.

Financial key performance indicators

The directors closely monitor the company’s financing requirements, sales and margins. Turnover for the year
of £14.592m compared with the previous year of £14.964m representing a decrease of 2.5%.

Gross Profit of £2.303m (2016: £2.737m) decreased by 15.9%. Operating Profit of £0.789m (2016: £1.217m)
decrease by 35.2% Net profit before tax (excluding other financial income) of £0.798m (2016: £1.216m)
decreased by 34.4%.

This regort was approved by the boardon /0 ﬂwa 20/ & and signed on its behalf.
(

loon. A Canpthl
AJ. Campbell
Director




Sanquhar Tile Services Limited

Directors' report
For the year ended 31 December 2017

The directors present their report and the financial statements for the year ended 31 December 2017.
Results and dividends
The profit for the year, after taxation, amounted to £634,983 (2016 - £988,539).

Dividends of £59,060 (2016 - £96,000) on ordinary shares were paid during the year. The directors do not
recommend the payment of a final dividend.

The directors who served during the year were:

D. Watters (resigned 1 January 2017)

D. Lind (resigned 22 December 2017)
F.C. Williamson

A.J. Campbell (appointed 1 January 2017)

On 31 January 2018, the following directors were appointed:

R. Chandler
J.L. Kirkpatrick
D.A. Smith
K.S. Tallon

Financial instruments

"The company's principal financial instrument is cash which, together with various other financial instruments
such as trade debtors and trade creditors, arise directly from its operation. It is, and also has been throughout
the period under review, the company's policy that no trading in financial instruments shall be undertaken. The
main risks arising from the company's financial instruments relate to commodity prices, liquidity, foreign currency
fluctuations and credit. The board reviews and agrees policies to managing each of these risks.

Disclosure of information to auditor
Each of the persons who are directors at the time when this directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the company's auditor is
unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the company's auditor is aware of that information.




Sanquhar Tile Services Limited

Directors' report (continued)
For the year ended 31 December 2017

Post balance sheet events

On 31 Jénuary 2018, the parent company, Styletuft Limited was acquired by Shaw Europe Limited, a subsidiary
of Berkshire Hathaway, Inc.

Auditor

The auditor, BDO LLP, will be proposed for reappointment in accordance with section 485 of the Companies Act
2006.

This report was approved by the boardon /0 4 ‘M/ (léf 20/8 and signed on its behalf.

fllen (f cemppret

A.J. Campbel
Director




Sanquhar Tile Services Limited

Directors' responsibilities statement

The directors are responsible for preparing the strategic report, directors' report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom accounting standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements the directors are required to:

. select suitable accounting policies and then apply them consistently;
o make judgments and accounting estimates that are reasonable and prudent; and
. prepare the financial statements on the going concern basis unless it is inappropriate to presume that

the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company's transactions, to disclose with reasonable accuracy at any time the financial position of the
company and to enable them to ensure that the financial statements comply with the Companies Act 2006.
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 irregularities.




Sanqubhar Tile Services Limited

independent Auditor's report to the members of Sanquhar Tile Services Limited

Opinion

We have audited the financial statements of Sanqubar Tile Services Limited (‘the company’} for the year ended
31 December 2017, which comprise the profit and loss account, the statement of comprehensive income, the
balance sheet, the statement of changes in equity and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice).

In our opinion, the financial statements:

. give a true and fair view of the state of the company's affairs as at 31 December 2017 and of its profit for
the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC'’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

. the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.




Sanquhar Tile Services Limited

Independent Auditor's report to the members of Sanquhar Tile Services Limited (continued)

Other information

The directors are responsible for the other information. The other information comprises the strategic report and
the directors' report. Our opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
. the strategic report and the directors’ report have been prepared in accordance with applicable legal

requirements.
Matters on which we are required to report by exception

in the light of the knowledge and understanding of the cbmpany and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
. the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.




Sanquhar Tile Services Limited

Independent Auditor’'s report to the members of Sanquhar Tile Services Limited (continued)

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’'s members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed.

@D Ny
Alastair Rae (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor

Glasgow
United Kingdom

1 AuwadT ZoRf
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).




Sanquhar Tile Services Limited

Profit and loss account

For the year ended 31 December 2017

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses

Operating profit

Interest receivable and similar income
Interest payable and expenses

. Qther finance income

Profit before tax

Tax on profit on ordinary activities

Profit for the year

Note

11

The notes on pages 12 to 30 form part of these financial statements.

2017 2016
£ £
14,591,782 14,963,757
(12,289,265) (12,226,931)
2,302,517 2,736,826
(906,882)  (902,594)
(607,015)  (617,110)
788,620 1,217,122
10,617 67
(1,445) (1,108)
3,000 20,000
800,792 1,236,081
(165,809) ~  (247,542)
634,983 988,539




Sanquhar Tile Services Limited

Statement of comprehensive income
For the year ended 31 December 2017

Profit for the financial year

OTHER COMPREHENSIVE INCOME

Actuarial gain/(loss) on defined benefit schemes
Movement on deferred tax relating to pension (gain)/loss

OTHER COMPREHENSIVE INCOME FOR THE YEAR

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Note

23
23

2017 2016

£ £
634,983 988,539
186,000 (431,000)
(31,620) 86,200
154,380 (344,800)
789,363 643,739




Sanquhar Tile Services Limited
Registered number:SC9331

Balance sheet
As at 31 December 2017

2017 2016
Note £ £
Fixed assets
Tangible assets 13 1,399,573 1,094,465
1,399,573 1,094,465
Current assets
Stocks 14 2,263,124 2,090,194
Debtors: Amounts falling due within one year 15 4,750,800 3,964,685
Current asset investments ) 16 - 500,000
Cash at bank and in hand 17 2,026,932 1,892,387
9,040,856 8,447,266
Creditors: Amounts falling due within one
year 18 (3,617,682) (3,271,180)
Net current assets 5,423,174 5,176,086
Total assets less current liabilities 6,822,747 6,270,551
Provisions for liabilities
Deferred taxation 19 (110,282) (93,389)
(110,282) (93,389)
Deferred grant 20 (535) (6,535)
Net assets excluding pension asset 6,711,930 6,170,627
Pension asset 23 273,000 84,000
Net assets 6,984,930 6,254,627
Capital and reserves
Called up share capital 21 67,720 67,720
Profit and loss account 6,917,210 6,186,907

6,984,930 6,254,627

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

%m /W wy, | /0 4yaﬂ‘ 20/8

A.J. Campbell
Director
The notes on pages 12 to 30 form part of these financial statements.

10



Sanquhar Tile Services Limited

Statement of changes in equity
For the year ended 31 December 2017

Called up Profit and
share capital loss account Total equity

£ £ £
At 1 January 2017 , 67,720 6,186,907 6,254,627
COMPREHENSIVE INCOME FOR THE YEAR
Profit for the year - 634,983 634,983
Actuarial gains on pension scheme - 154,380 154,380
TOTAL COMPREHENSIVE INCOME FOR THE YEAR - 789,363 789,363
CONTRIBUTIONS BY AND DISTRIBUTIONS TO OWNERS
Dividends: Equity capital - (59,060) (59,060)
TOTAL TRANSACTIONS WITH OWNERS - (59,060) (59,060)
AT 31 DECEMBER 2017 67,720 6,917,210 6,984,930

The notes on pages 12 to 30 form part of these financial statements.

Statement of changes in equity
For the year ended 31 December 2016

Called up Profit and
share capital loss account Total equity

£ £ £
At 1 January 2016 67,720 5,639,168 5,706,888
COMPREHENSIVE INCOME FOR THE YEAR
Profit for the year ' - 988,539 988,539
Actuarial losses on pension scheme - (344,800) (344,800)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR - 643,739 643,739
CONTRIBUTIONS BY AND DISTRIBUTIONS TO OWNERS
Dividends: Equity capital , - (96,000) (96,000)
TOTAL TRANSACTIONS WITH OWNERS . (96,000) (96,000)
AT 31 DECEMBER 2016 67,720 6,186,907 6,254,627

The notes on pages 12 to 30 form part of these financial statements.

11



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

1.

General information

Sanquhar Tile Services Limited is a company incorporated in Scotland under the Companies Act 2006,
limited by shares. The address of the registered office and the company number are given on the contents
page. The company's principal activities are the the manufacture and commission manufacture of carpet
tiles for the UK and EU markets.

Accounting policies

21

2.2

23

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in accordance
with Financial Reporting Standard 102, the Financial Reporting Standard applicable in the UK and the
Republic of Ireland and the Companies Act 2006.

The presentation currency is GBP. The figures in these financial statements have been rounded to
the nearest pound.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
company's accounting policies (see note 3).

The following principal accounting policies have been applied:

Financial reporting standard 102 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions in preparing these
financial statements, as permitted by FRS 102 “The Financial Reporting Standard Applicable in the

Uk and Republic of Ireland":
J the requirements of Section 7 Statement of Cash Flows;

o the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

o the requirements of Section 11 Financial Instruments paragraphs 11.39 to 11.48A;

. the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.29;
. the requirements of Section 33 Related Party Disclosure paragraph 33.7

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:

o the company has transferred the significant risks and rewards of ownership to the buyer,;

. the company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

U it is probable that the company will receive the consideration due under the transaction; and

o the costs incurred or to be incurred in respect of the transaction can be measured reliably.

12



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

2.

Accounting policies (continued)

2.4 Tangible fixed assets

25

2.6

2.7

Tangible fixed assets under the cost model are stated at historic cost less accumulated depreciation
and any accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

The company adds to the carrying amount of an item of fixed assets the cost of replacing part of
such an item when that cost is incurred, if the replacement part is expected to provide incremental
future benefits to the company. The carrying amount of the replaced part is derecognised. Repairs
and maintenance are charged to profit or loss during the period in which they are incurred.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

The estimated useful lives range as follows:

Freehold property - 10-20 years
Plant and machinery - 5-10years
Motor vehicles - Syears

Assets under construction - Not depreciated

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in profit or loss.

Current asset investment

Current asset investment relates to fixed term deposits which are recorded initially at transaction
price.

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work
in progress and finished goods include labour and attributable overheads.

At each balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in profit or loss.

Debtors
Short term debtors are measured at transaction price, less any impairment. Loans receivable are

measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

13



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

2.

Accounting policies (continued)

2.8 Cash and cash equivalents

2.9

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

Financial instruments

The company only enters into basic financial instrument transactions that result in the recognition of
financial assets and liabilities like trade and other amounts receivable and payable, loans from banks
and other third parties and loans to related parties.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other amounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade payables or receivables, are measured,
initially and subsequently, at the undiscounted amount of the cash or other consideration, expected to
be paid or received. However if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
rate of interest that is not a market rate or in case of an out-right short-term loan not at market rate,
the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised
cost.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in profit or loss.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the
contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate, which is an approximation of the
amount that the company would receive for the asset if it were to be sold at the reporting date.

Financial assets and liabilities are offset and the net amount reported in the balance sheet when
there is an enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

2.10 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method.

14



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

-2

Accounting policies (continued)

2.11 Government grants

Grants are accounted under the accruals model as permitted by FRS 102. Grants relating to
expenditure on tangible fixed assets are credited to profit or loss at the same rate as the depreciation
on the assets to which the grant relates. The deferred element of grants is included in creditors as
deferred income.

Grants of a revenue nature are recognised in profit or loss in the same period as the related
expenditure.

2.12 Foreign currency translation

Functional and presentation currency
The company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss except when deferred in other comprehensive income as
qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the profit and loss account within 'finance income or costs'. All other foreign exchange
gains and losses are presented in profit or loss within ‘other operating income'.

2.13 Finance costs

Finance costs are charged to profit or loss over the term of the debt using the effective interest
method so that the amount charged is at a constant rate on the carrying amount. Issue costs are
initially recognised as a reduction in the proceeds of the associated capital instrument.

2.14 Dividends

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meeting. Dividends on shares recognised as liabilities are recognised as expenses
and classified within interest payable.

2.15 Operating leases: the company as lessee

Rentals paid under operating leases are charged to profit or loss on a straight line basis over the
lease term.

15



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

2. Accounting policies (continued)
2.16 Pensions
Defined benefit pension scheme

The company operates a defined benefit scheme for certain employees. A defined benefit scheme
defines the pension benefit that the employee will receive on retirement, usually dependent upon
several factors including but not limited to age, length of services and remuneration. A defined benefit
scheme is a pension scheme that is not a defined contribution scheme.

The asset recognised in the balance sheet in respect of the defined benefit scheme is the present
value of the defined benefit obligation at the end of the balance sheet date less the fair value of
scheme assets at the balance sheet date out of which the obligations are to be settled.

The defined benefit obligation is calculated using the projected unit credit method. Annually the
company engages independent actuaries to calculate the obligation. The present value is determined
by discounting the estimate future payments using market yields on high quality corporate bonds that
are denominated in sterling and that have terms approximating to the estimated period of the future
payments (‘discount rate').

The fair value of scheme assets is measured in accordance with the FRS 102 fair value hierarchy
and in accordance with the company's policy for similarly held assets. This includes the use of
appropriate valuation techniques.

Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to other comprehensive income.

The cost of the defined benefit scheme, recognised in profit or loss as employee costs, except where
included in the cost of an asset, comprises:

a) the increase in net pension benefit liability arising from employee service during the period; and
b) the cost of scheme introductions, benefit changes, curtailments and settlements.

The net interest cost is calculated by applying the discount rate to the net balance of the defined
benefit obligation and the fair value of scheme assets. This cost is recognised in the profit or loss.

Defined contribution pension scheme
The company operates a defined contribution pension scheme for its employees. A defined
contribution scheme is a pension scheme under which the company pays fixed contributions into a
separate legal entity. Once the contributions have been paid the company has no further payment
obligations.
The contributions are recognised as an expense in profit or loss when they fall due. Amounts not paid
are shown in accruals as a liability in the balance sheet. The assets of the scheme are held
separately from the company in independently administered funds.

2.17 Interest income

Interest income is recognised in profit or loss using the effective interest method.

16



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

2.

Accounting policies (continued)

"2.18 Provisions for liabilities

Provisions are made where an event has taken place that gives the company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the profit and loss account in the year that the company
becomes aware of the obligation, and are measured at the best estimate at the balance sheet date of
the expenditure required to settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the balance sheet.

2.19 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the profit and
loss account, except that a charge attributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the balance sheet date in the countries where the company
operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the balance sheet date, except that:

° The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

J Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

17



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017 -

Judgments in applying accounting policies and key sources of estimation uncertainty

In the application of the company's accounting policies, which are described in note 2, the directors are
required to make judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates. '

In preparing these financial statements the directors have made the following judgments:

The useful economic lives of the fixed assets and the depreciation rates applied.

Whether any bad debt provision is required, with debts provided for on a specific basis. Factors
considered include customer payment history and agreed payment terms.

Whether any stock provision is necessary. Factors considered included a review of stock quantities
against sales of stock over historic periods. :

Whether a customer claims provision is required based on the company's assessment of the
customer-specific postion.

Whether the assumptions applied in the actuarial valuation of the defined benefit pension scheme
are appropriate.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Turnover

Analysis of turnover by country of destination:

2017 2016

£ £

United Kingdom . ' 13,459,407 13,820,130
Rest of Europe 1,132,375 1,143,627

14,591,782 14,963,757
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Sanquhar Tile Services Limited -

Notes to the financial statements
For the year ended 31 December 2017

Operating profit

The operating profit is stated after charging/(crediting):

2017 2016
£ £
Depreciation of tangible fixed assets 273,682 262,349
Depreciation of hire purchase assets - 21,819
Operating lease rentals - equipment 79,251 76,990
Government grant release (6,000) (5,950)
Fees payable to the company's auditor and its associates for the audit of
the company's annual financial statements 20,000 20,000
Fees payable to the company's auditor for non-audit services 8,250 8,250
Loss on sale of tangible assets 118 -
Employees
Staff costs were as follows:
2017 2016
£ £
Wages and salaries 3,055,975 3,175,317
Social security costs 272,717 283,339
Other pension costs 138,879 158,033
- 3,467,571 3,616,689
The average monthly number of employees, including the directors, during the year was as follows:
2017 2016
No. No.
Management and administration 10 11
Production, installation and sales 101 98
111 109
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

10.

Directors' remuneration

2017 2016

£ £

Directors' emoluments 258,404 297,709
Company contributions to defined contribution pension scheme 10,166 14,922
268,570 312,631

There were 2 directors receiving benefits under the company's defined benefit pension scheme (2016 -

3).
Contributions were made to a defined contribution scheme for 2 directors (2016 - 1).

The highest paid director received remuneration of £104,798 (2016 - £106,070).

The total accrued pension provision of the highest paid director as 31 December 2017 amounted to

£23,000 (2016 - £20,959).

Interest receivable

2017 2016
£ £
Interest from fixed term deposits 10,617 67
10,617 67

Interest payable and similar charges
2017 2016
£ £
Bank interest payable 1,445 1,108
1,445 1,108

Other finance income

2017 2016
£ £
Net interest on net defined benefit pension asset 3,000 20,000
3,000 20,000
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

11.

Taxation

Corporation tax

Current tax on profits for the year

Group taxation relief

Total current tax

Deferred tax

Origination and reversal of timing differences
Deferred tax on pension scheme contributions
Adjustment in respect of prior periods

Effect of tax rate change on opening balance

Total deferred tax

Taxation on profit on ordinary activities

2017 2016
£ £
174,966 255,713
174,966 255,713
5,570 5,770
180,536 261,483
(15,237) 5,267
510 (11,000)
- 183
- (8,391)
(14,727) (13,941)
165,809 247,542
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

1.

12,

Taxation (continued)

The tax assessed for the year differs from the standard rate of corporation tax in the UK of 19.25% (2016
-20%). The differences are explained below:

2017 2016
£ £
Profit on ordinary activities before tax 800,792 1,236,081
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19.25% (2016 - 20%) 154,152 247,216
Effects of:
Expenses not deductible for tax purposes, other than goodwill amortisation
and impairment 1,389 900
Capital allowances for year in excess of depreciation 8,255 8,529
Adjustments to tax charge in respect of prior periods - 33
Adjustments to opening deferred tax charge : 2,013 (9,136)
Total tax charge for the year 165,809 247,542
Factors that may affect future tax charges
There were no factors that may affect future tax charges.
Dividends
2017 2016
£ £
Interim paid of £0.87 (2016 - £1.42) per share 59,060 96,000

59,060 96,000
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

13.

14.

Tangible fixed assets

Cost or valuation
At 1 January 2017
Additions
Disposals

At 31 December 2017

Depreciation

At 1 January 2017
Charge for the year
Disposals

At 31 December 2017

Net book value

At 31 December 2017

At 31 December 2016

Stocks

Raw materials and consumables
Finished goods and goods for resale

Assets
Freehold Plant and Motor under
property machinery vehicles construction Total
£ £ £ £ £
1,174,368 5,976,287 12,124 - 7,162,779
15,433 69,884 - 495,292 580,609
- (38,749) - - (38,749)
1,189,801 6,007,422 12,124 495,292 7,704,639
949,905 5,107,685 10,724 - 6,068,314
42,891 229,391 1,400 - 273,682
- (36,930) - - (36,930)
992,796 5,300,146 12,124 - 6,305,066
197,005 707,276 - 495,292 1,399,573
224,463 868,602 1,400 - 1,094,465
2017 2016
£ £
1,697,215 1,470,616
565,909 619,578

2,263,124

Stocks recognised in the year as an expense were £8,698,655 (2016 - £8,488,137).

2,090,194

23



Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

15.

16.

17.

Debtors

Due within one year

Trade debtors
Amounts owed by group undertakings
Prepayments and accrued income

Current asset investments

Fixed term deposit

Cash and cash equivalents

Cash at bank and in hand

2017 2016

£ £
2,871,986 2,203,364
1,781,760 1,687,506
97,054 73,815
4,750,800 3,964,685
2017 2016

£ £

- 500,000

- 500,000

2017 2016

£ £
2,026,932 1,892,387

2,026,932

1,892,387

Included within the cash and cash equivalents figure is £500,000 within a high interest deposit account.

32 days notice must be given before funds can be withdrawn.

A further £500,000 is held on a one year fixed term deposit which matures on 15 January 2018 and has

therefore been included in cash and cash equivalents at 31 December 2017.
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

Creditors: Amounts falling due within one year

2017 2016

£ £

Trade creditors 1,490,438 1,216,408
Amounts owed to group undertakings 817,548 758,488
Corporation tax ' 150,137 180,713
Taxation and social security . 589,366 565,924
Obligations under finance lease and hire purchase contracts - 1,325
Other creditors 384,724 422,500
Accruals and deferred income 185,469 125,822

3,617,682 3,271,180

Deferred taxation

2017

£

At 1 January 2017 (93,389)

Charged to profit or loss ) 14,727

Charged to other comprehensive income (31,620)

At 31 December 2017 (110,282)
The provision for deferred taxation is made up as follows: -

2017 2016

£ £

Accelerated capital allowances (65,450) (79,238)

Short term timing differences 1,578 2,649

Pension scheme surplus (46,410) (16,800)

(110,282) (93,389)
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

20.

21.

22,

Deferred grant ‘

Government grants

Share capital

Shares classified as equity

Allotted, called up and fully paid
67,720 Ordinary shares of £1 each

Reserves

Profit and loss account

2017 2016

£ £

535 6,535
535 6,535
2017 2016

£ £
67,720 67,720

The profit and loss account contains all current and prior year retained earnings net of dividends paid.
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Sanquhar Tile Services Limited

Notes to the financial statements
For the year ended 31 December 2017

23.

Pension commitments
The company operates defined benefit and defined contribution pension schemes.

The assets of the defined contribution scheme are held separately from those of the company in an
independently administered fund. The pension charge represents contributions payable by the company
to the fund and amounted to £138,879 (2016 - £166,941).

There were outstanding contributions at the end of the financial year of £18,004 (2016 - £24,552).

The defined benefit scheme offers both pensions in retirement and death benefits to members. Pension
benefits are related to the members' final salary at retirement and their length of service. A full actuarial
valuation was carried out at 1 April 2014 and updated to 31 December 2017 by a qualified actuary.
Contributions to the scheme are made by the company based on the advice of the actuary.

The scheme is subject to the funding legislation outlined in the Pensions Act 2004 which came into force
on 30 December 2005.

The scheme exposes the company to risks such as investment risk, interest risk, mortality risk and
longevity risk. A decrease in corporate bond yields, a rise in inflation or an increase in life expectancy
would result in an increase to scheme liabilities. This would detrimentally impact the balance sheet
position and may give rise to increased charges in future profit and loss accounts. This effect would be
partially offset by an increase in the value of the scheme’s bond holdings.

Reconciliation of present value of scheme liabilities:

2017 2016

£ £

At the beginning of the year (9,048,000) (7,566,000)
Current service cost - (88,000)
Interest cost (237,000) (265,000)
Actuarial (losses)/gains (494,000) (1,560,000)
Benefits paid 264,000 431,000
At the end of the year (9,515,000) (9,048,000)
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Notes to the financial statements
For the year ended 31 December 2017

23.

Pension commitments (continued)

Composition of scheme liabilities:

Schemes wholly or partly funded

Total scheme liabilities

Reconciliation of present value of scheme assets:

At the beginning of the year
Interest income
Contributions

Benefits paid

Actuarial gains/(losses)

At the end of the year

Composition of scheme assets:

Equities
Bonds
Other

Total scheme assets

Fair value of scheme assets
Present value of scheme liabilities

Net pension scheme surplus

2017 2016
£ £
(9,515,000)  (9,048,000)
(9,515,000)  (9,048,000)
2017 2016
£ £
9,132,000 8,136,000
240,000 285,000
- 13,000
(264,000)  (431,000)
680,000 1,129,000
9,788,000 9,132,000
2017 2016
£ £
7,101,000 7,062,000
1,800,000 1,498,000
887,000 572,000
9,788,000 9,132,000
2017 2016
£ g
9,788,000 9,132,000
(9,515,000)  (9,048,000)
273,000 84,000
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23.

Pension commitments (continued)

The amounts recognised in profit or loss are as follows:

2017 2016

£ £

Current service cost ' - 88,000
Interest on asset 3,000 20,000

Total 3,000 (68,000)

Expenses of £47,895 (2016 - £46,307) were also recognised in profit or loss.
The company does not expect to contribute to its defined benefit pension scheme in 2018.
The amount recognised in other comprehensive income in respect of actuarial gains/(losses) was

£186,000 (2016 - £(431,000)).

Principal actuarial assumptions at the balance sheet date (expressed as weighted averages):

2017 2016
% %
Discount rate 24 2.7
Future salary increases 3.7 3.7
Inflation rate - RPI 33 3.5
Inflation rate - CPI 25 2.5
Future pension increases » 2.5 22
Mortality rates
- for a male aged 65 now 22.8 22.8
- at 65 for a male aged 45 now 24.7 247
- for a female aged 65 now 26.0 26.0
- at 65 for a female member aged 45 now 28.1 28.1
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24.

25.

26.

27.

Commitments under operating leases

At 31 December 2017 the company had future minimum lease payments under non-cancellable
operating leases as follows: -

2017 2016

£ £

Not later than 1 year 59,430 65,057
Later than 1 year and not later than 5 years 50,146 70,374
Total 109,576 135,431

Related party transactions

Balances due by group undertakings are included in note 15. Balances due to group undertakings are
included in note 18. The company has taken advantage of the exemptions to disclose group transactions
as conferred by Financial Reporting Standard 102.

At 31 December 2017 the trading balance owing to the company by Marlin Contract b.v., an associate

company of Styletuft Limited, the parent company of Sanquhar Tile Services Limited, was £27,603 (2016
- £36,959). Turnover arising from trading with the associated company was £126,565 (2016 - £92,457).

Post balance sheet events

On 31 January 2018, the parent company, Styletuft Limited was acquired by Shaw Europe Limited, a
subsidiary of Berkshire Hathaway, Inc.

Controlling party

At 31 December 2017 the directors regarded Styletuft Limited as the company's ultimate parent
company.

Subsequent to the acquisition by Shaw Europe Limited, the directors regard Berkshire Hathaway, Inc, as
the company's ultimate parent company.

For the year ended 31 December 2017, Styletuft Limited is the only company within the group of
companies for which group financial statements are drawn up and in which the company is included.
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