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Choirman’s sfalfement

OVERVIEW - In financial terms, in the year ended 31 March 2006, underlying profits fell from the record levels achieved last year of

£5.5 million to £4.0 million. This was principally caused by the well-documented and unprecedented increase in energy costs, as well as some
productivity issues at Saffil® arising from the rapid growth in demand for its products. However, in response to these issues, action has been
taken to mitigate the impact of energy prices and productivity at Saffil® has been improved substantially. The Board is confident that the Group

is now well positioned to move forward positively.

In terms of future sales growth and progress with new products, the outlook continues to be highly encouraging. The order book for Ecoflex® is
already at record levels and the latest industry expectations for the growth of this product application are considerably in excess of the previous

forecasts, on which our original investment was based, providing reassurance that sales growth should continue for some years to come.

Progress with the Carolite™ hard disk drive components continued steadily and demand for the product is undiminished. The manufacturing

process was redesigned with the objective of delivering a high quality substrate in the large volumes that the industry requires. In consequence,

ongoing development costs associated with this product have been greatly reduced without adversely affecting the speed at which it can be

delivered to the market.




The Group’s micro porous ceramics activities had an exceptionally
successful year, following last year’s launch of Dytech’s new catalyst
support and filtration media products, which are designed to remove
particulates from gas and liquid streams in industrial processes.
Whilst initial orders were encouraging, we have now signed a three
year supply agreement with a major customer. We anticipate that

the growth of these products will continue.

Our more traditional activities, within the Thermal Technologies
division, had a more difficult year, dealing with the greatly increased
cost of gas. This resulted in some major plant closures, as certain
operations were no longer economically viable. There were, however,
some positive developments. Dyson Ceramic Systems, which supplies
the ceramics industry, achieved industry-leading levels of customer
service, prompting an increase in our market share. In addition,
within this division, new product and market opportunities are being

constantly sought with some recent success.

AN

The Board is recommending for shareholder approval a maintained
final dividend of 3.25 pence, making a total dividend for the year of

4.30 pence (2005: 4.30 pence).

The Group’s balance sheet and cash generating ability remain
strong. Net debt at the year end stood at £28.2 million and net
assets, after allowing for the introduction of International
Accounting Standards, were £39.4 million, equating to gearing of

72 per cent.

Our new product development programmes have required
substantial cash investment with capital expenditure last year of
£12.4 million. This investment has been made using the Group’s
significant cash inflows from trading activities and property
disposals. In addition, the Group has £39 million of borrowing
facilities available, which are unsecured and without onerous

banking covenants.

The growlh of Ecoflex® is surpassing our
expecralions and if appears his growfh will
confinue for many years fo come, Ly

RESULTS AND DIVIDEND - Underlying profit before tax was
£4.0 million (2005: £5.5 million), before certain costs relating to
the on-going reorganisation and disposal programme, giving rise to

underlying earnings per share of 9.01 pence (2005: 13.51 pence).

The impact of high energy prices meant that the closure of certain
low margin activities had to be accelerated, resulting in an
exceptional charge of £4.6 million. Under International Accounting
Standards, the Group suffered a loss before tax of £2.1 million and

a loss per share of 5.68 pence. As predicted, this exit programme

continues to be cash generative.

BOARD CHANGES - As announced on 22 May 2006, following
more than seven successful years as Chairman of the Group, Tom
Brown stepped down as Chairman and resigned from the Board.

I was appointed with immediate effect, having joined the Board in
January 2006. I would like to thank Tom once again for all the
work that he has put into the Group during his tenure and pay
tribute to the remarkable success that has been manifested by the
seven fold increase in the Group’s market capitalisation during

that period.
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OUTLOOK - Despite the difficulties that the Group has undergone over the last year, particularly in relation to energy costs, the Board

continues to believe firmly that the strategy of focusing on higher margin products with strong growth potential will continue to deliver high

shareholder returns in the future.

In terms of our newer products, the growth of Ecoflex® is surpassing our expectations and it appears this growth will continue for many years
to come; our advanced ceramic products are making commercial deliveries into growing industries sooner than expected; and the Carolite™

hard disk drive opportunity is still undiminished in terms of its potential and customer demand.

In the shorter term, however, there are some important issues facing the Group regarding the growth of Ecoflex® in terms of balancing
production capacity against demand; continuing to deliver cash generation from the Thermal Technologies division; and proving the volume

production of the Carolite™ substrate.

However, it is these opportunities that create the potential for improved shareholder value and we are confident that this will be delivered.

Dr Christopher Honeyborne
Chairman

22 June 2006




Operafing and financial review

Performance Materials division

2006 2005

£000 £000
Turnover 27,521 23,940
Divisional operating profit 5,567 4,416
Operating margin 20.2%

18.4%/

SAFFIL® FIBRE AND ECOFLEX® CATALYTIC
CONVERTER COMPONENTS - As previously reported, the
Saffil® fibre manufacturing plant suffered a difficult first half of
the year due to unexpected demand for a variant of its fibre being
required by customers before the manufacturing process was fully
developed. It is pleasing to record, however, that in the second half
of the year fibre production was greatly increased, ensuring that we

could meet our production and sales targets.

This business is highly energy intensive and, consequently, suffered
from the rapid increases in electricity prices that were experienced
in the second half of the year. It has to be assumed that high energy
costs are now an ongoing factor in the market and we continue to
take whatever action we can to mitigate this unwelcome impact

upon our profits.

In the early part of the current year, production has been at a lower
level than at the end of last year due to planned maintenance shut
downs but, once these have been completed, it is intended to restore

manufacturing output to record levels.

Deliveries of Ecoflex® catalytic converter components were
substantially ahead of the previous year and comfortably in line
with our projections. It has become apparent that the end of each
calendar year is crucial within this business if sales growth targets
are to be achieved, as many new vehicle platforms are launched
early in the subsequent calendar year. In the financial year under
review, while the targets were achieved, there were many variations
in terms of the actual volumes required for differing platforms.

In the current year, a rapid ramp up in volumes is predicted for

November and December.

Following six years of growth in our sales to the Japanese market,

it now appears that the demand has stabilised. Deliveries into

Europe continue to grow as predicted and the US market is growing

rapidly. As previously mentioned, the latest industry projections for
the global market for our products indicate that the opportunity is
somewhat greater than had been previously anticipated, as improved
emission standards are introduced in all parts of the world. We are
assessing carefully how best to ensure that this potential is

translated into improved shareholder returns.

CAROLITE™ HARD DISK DRIVE SUBSTRATES — The recent
focus of activity within Millennium Materials Inc, where production
of the Carolite™ hard disk drive substrate is based, has been upon
ensuring that large volumes of disks can be manufactured with a
consistent quality and at an economical cost. This has involved some
limited investment in capital equipment, which had to be specifically

designed for the purpose and is now under construction.

The Carolite™ substrate has reached a stage in its development
where we are able to reduce substantially the ongoing revenue
investment that we have been putting into this product and thereby

reduce the financial burden to the Group going forward.

It continues to be difficult to predict accurately when Carolite™ will
be utilised in a commercially available hard disk drive but it is clear,
however, that demand for this product continues to be substantial;
and the opportunity is enormous relative to the Dyson Group as a

whole.

DYTECH MICRO POROUS CERAMICS - As mentioned in the
Chairman’s report, this business within the Performance Materials
division has enjoyed a very successful year with the launch of its
new products supplying the industrial catalyst and filtration
markets. Our unique manufacturing process means that we are able
to deliver a better performing product to our customers at a

reduced cost for a growing market.

Since the year end, Dytech has signed a supply agreement with a
large multi-national organisation covering the next three years and
this contract should prove to be a good basis for future growth in

the years to come.
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Thermal Technologies division

2006 2005

£000 £000
Turnover 25,157 28,560
Divisional operating profit 1,377 3,356
Operating margin 5.5%

11.8%/

Last year, the higher volume businesses within this division, which
supplied product to the steel industry, delivered an exceptionally
good performance due to the buoyant market conditions in which
they were operating. In the year to March 2006, however, demand
softened substantially and the businesses also had to bear the
impact of a rapid increase in gas prices. In consequence, the closure
of a number of manufacturing plants has had to be effected, since
it was apparent that conditions were not going to improve in the
foreseeable future. In terms of sales, the impact of these closures
will be felt in the new financial year but, clearly, last year the profit
performance of the division was adversely affected with such a
major swing from good returns to losses occurring in one financial

year.

There is some encouraging news, however, in terms of the business
in Stoke, which supplies kiln furniture to the ceramics industry.
As mentioned in the Chairman’s report, we have been achieving
industry-leading delivery times, combined with further cost

reductions and productivity improvements.

Furthermore, we have signed an exclusive distribution agreement

for the supply of kiln furniture, manufactured by the largest Far

Eastern kiln furniture group, Beijing Trend Industrial Ceramics

AN

(Trend), into Europe, America and Africa. Dyson’s global supply
chain, combined with industry-leading delivery times and in
partnership with Trend’s competitive cost base will provide our
customers with the highest levels of service and increased cost
competitiveness. In this manner, we have actively addressed the
issues of Chinese competition, whilst preserving our own

manufacturing capabilities.

The businesses supplying the glass industry with fore hearth systems
have also had to react to the changing economic environment from
the benign conditions that were experienced last year. This has
essentially involved the closure of one facility and consolidation of

production capacity onto one site.

The impact of these changes has, as anticipated, given rise to
exceptional reorganisation costs throughout the Group, which are

analysed below.

Cash Non-cash Total
£000 £000 £000
Reorganisation and closure costs 2,746 1,875 4,621
Profit on sale of properties (1,175) 421 (754)
Goodwill impairment
under IAS 36 - 1,481 1,481
Net restructuring costs 1,571 3,777 5,348
Insurance claim - 603 603
Share-based payment charge
under IFRS 2 - 201 201

Total exceptional and other items 1,571 4,581

6,152/




LI isihese opporfunifies tar creafe e porenfial

for improved sharenolder value and we are
confident tharl his will be delivered. 00

As has been the case in the past, however, such reorganisations are
cash generative in terms of release of working capital and
ultimately property disposal proceeds. The insurance claim charge
relates to a warehouse fire against which the Group was fully
insured, but the claim is being accounted for on a prudent basis

since discussions are still ongoing with the insurers.

CASH FLOW — A summary of the cash flows within the Group in

the last year is as follows:

£000 £000

Net debt at beginning of year (22,397)
Operating cash flow:

Operating profit before

reorganisation costs 5,158

Depreciation 1,676

Increase in working capital (1,591)

Capital expenditure and

financial investment (12,445)

Divisional cash flow (7,202)
Corporate cash flow:

Issue of ordinary shares 5,917

Sale of assets 1,192

Reorganisation costs (2,746)

Tax, dividend and net interest (2,974)

Corporate cash movements 1,389

Net debt at end of year (28,210)

The debt of the Group increased mainly as a result of the high level
of capital expenditure that was incurred and because of the net
increase in working capital. This increase was principally due to an
increased level of sales of Saffil® and Ecoflex® and the associated
high levels of stock and debtors. It was countered to an extent by
the release of working capital from the Thermal Technologies

division following rationalisation and closures in previous periods.

Mike O’Brien
Group Chief Executive

22 June 2006
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The directors present their Report for the year ended 31 March

2006.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW —The
principal activities of the Group comprise research, development,
manufacture and sale of chemically based performance materials,
advanced materials and thermal application products used in a
variety of industries as described in the Operating and Financial

Review.

A review of progress made in the last financial year and of future
developments is contained in the Chairman’s Statement and the

Operating and Financial Review.

The directors have considered what key performance indicators of a
non-financial nature particularly in relation to employees and
environmental matters should be disclosed to help shareholders
evaluate the performance and position of the Group. The Group is a
relatively small and diversified business with a number of quite
different manufacturing facilities in the UK and overseas. Having
considered the matter carefully the directors do not believe such
indicators, when presented on a Group basis, will be particularly
meaningful or useful and so help shareholders. Some information is
currently provided under the sections entitled Employees and
Environment on pages 12 to 14 which relate to the Group’s UK
manufacturing base. The directors intend to keep this aspect of

reporting under review.

RESULTS AND DIVIDENDS - Group loss after taxation for the
financial year amounted to £1.9 million (2005: £2.7 million profit —
restated as explained in Note 28 to the accounts). An interim
dividend of 1.05 pence per Ordinary share was paid on 20 January
2006. The directors recommend that a final dividend of 3.25 pence
per Ordinary share be paid on 25 August 2006 to members on the
Register at the close of business on 4 August 2006 making a total
for the year of 4.3 pence per Ordinary share, compared with

4.3 pence per Ordinary share for the previous year.

The results for the year and transfer from retained profit are shown

in Note 19 to the accounts.

ALLOTMENTS OF ORDINARY SHARES FOR CASH - 0On
14 July 2005 Dyson Group plc concluded a cash placing of
1,546,972 new Dyson Ordinary shares at a price of 370 pence per
share to raise £5.5 million net of expenses. The authority for this
cash placing was given by shareholders at the Annual General

Meeting on 27 August 2004 and the shares were placed with a




number of institutional investors. The cash placing was undertaken
in order to enable the Board to have sufficient funds to further
accelerate the Group’s development as an advanced materials
group. On the same date a total of 330,643 new Ordinary shares
were issued to

Mr T M O’Brien and Mr A N Parker following the exercise of
107,640 options each at a price of 68.7 pence and 64,473 and
50,890 options respectively at a price of 196.5 pence to raise
£0.37 million net of expenses. These shares were subsequently sold
at a price of 370 pence to the same institutional investors. All the
above new Ordinary shares rank pari passu with the existing shares
save that they did not rank for the final dividend paid for the year
ending 31 March 2005 paid in August 2005. As a result of these
two transactions the nominal value of total issued shares increased

by £469,404.

FREEHOLD LAND AND BUILDINGS - The directors have
reviewed the current value of freehold land and buildings and are of

the opinion that it exceeds the book value by £10 million.

The Dyson Group plc Employee Benefit Trust currently holds
168,660 Ordinary shares for which it has waived its entitlement to
dividends. In the period under review, none of the directors had a
specific personal beneficial interest in such shares although all
directors are deemed to have an interest in such shares by virtue of

their office.

None of the directors had a material interest at any time during the
year in any contract of significance in relation to the Company’s

business.

Details of outstanding and exercised share options are disclosed in

the Directors’ Remuneration Report on pages 15 to 22.

There were no other changes in the interests of directors in the

period up to 20 June 2006.

I

DIRECTORS - The interests of directors in office at the year end

in the share capital of the Company were:

Ordinary shares
31 March 2006 1 April 2005

C H B Honeyborne
— appointed 1 January 2006 _ _
T M O’Brien 3,940 3,940

A N Parker 9,000 9,000
J P Lomas 1,422,420 1,422,420
R D Field 399,580 465,636
T H P Brown

— resigned 22 May 2006 22,500 22,500/

AN

BIOGRAPHIES OF DIRECTORS

Christopher Honeyhorne — Appointed a non-executive director

1 January 2006 and appointed independent non-executive Chairman
22 May 2006. Having trained as a scientist, Christopher spent

24 years working in the City, where he gained experience in a
variety of roles with Lazard Brothers, Banque Paribas Group and
Bank of NT Butterfield & Son. Formerly Chairman of Gremlin plc
and a non-executive director of Yorkshire Water (now Kelda Group)
Christopher is currently a director of Birse Group plc, Bede plc and
Zoo Digital plc. He is also a director of a Swedish registered

company, LB Icon AB. Age 65.
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Mike 0’Brien — Appointed Chief Executive in 1987, Mike has been
a key influence in driving forward the research and development of
performance and advanced materials and has many years experience
in the thermal engineering industry. He has a strong track record of
ensuring the Group maintains good profitability and cash flow

during severely adverse economic conditions. Age 64.

Nick Parker — Appointed Finance Director on 1 February 2000.
Nick qualified as a chartered accountant in 1986 and subsequently
worked in the mainstream corporate finance department of Hill
Samuel & Co Limited. He then spent 12 years working in various
industrial manufacturing businesses before joining the Group.

Age 45.

John Lomas - John qualified as a chartered accountant with
KPMG. He joined the Board of Dyson in 1990 and served in an
executive capacity until November 2002 when he became a
non-executive director. John now runs a private property business
and advises on the significant property matters within the Group.

Age 45.

Richard Field — Richard was appointed to the Board on

30 November 1979, becoming Chairman on 23 May 1988, and
subsequently a non-executive director in March 1999. Richard now
runs a management consultancy business, practising in a wide
variety of industries and is a visiting professor at Sheffield Hallam

University. Age 61.

The Board considers Richard to be an independent non-executive

director.

Tom Brown — Independent non-executive Chairman for over seven
years until 22 May 2006. Under his leadership the Group increased
its market capitalisation by some seven times and transformed itself
into a materials technology group with exceptional growth
prospects. During the year Tom was also Chairman of Chamberlin &
Hill plc and was appointed a non-executive director of Northgate
plc on 13 April 2005 as well as being a director of a number of
private companies. He was previously chief executive of Fenner plc

and United Industries plc. Age 57.

The Company’s Articles of Association provide an indemnity to
directors and officers of the Company out of the assets of the
Company against all costs, charges, expenses, losses, damages and
liabilities incurred in or about execution of their duties or exercise
of their powers. As permitted by the Articles of Association, the
Company maintains appropriate Directors’ and Officers’ liability
insurance. During August 2005 the Board concluded its review of
certain new provisions of the Companies Act 1985 in relation to
these matters and determined changes were required to a number of
individual service contracts and implemented such changes as
appropriate within the limits of the new legislation. As such, all

directors’ service contracts now provide such an indemnity.

SUBSTANTIAL SHAREHOLDINGS - So far as the Company is
aware as at 20 June 2006 the following parties hold interests of

3 per cent or more in the Ordinary share capital of the Company.

In addition to those listed in the table, Mr J P Lomas, a Director,

has a substantial holding as disclosed above.

Ordinary shares
Framlington Investment Management Limited 4,095,342
Newton Investment Management Limited 3,280,490
S C Weaver 2,282,376
Bank of New York MLIIF European
Opportunities Fund 1,333,086
Hermes Pensions Management Ltd 1,214,740
M A Lomas 1,139,560
Barclays plc 1,029,314

Legal & General

%4,822/




DYSON GROUP PLC EXECUTIVE SHARE OPTION SCHEME - The directors consider that the Company will benefit and shareholder
value will be increased if the Company’s executive directors are encouraged to identify their interests with those of shareholders. Approval for
the Dyson Group plc Executive Share Option Scheme and the 2004 Executive Share Option Scheme was granted at the 2000 Annual General

Veeting and an Extraordinary General Meeting in January 2005 as required by the Listing Rules.
Details of the schemes and full details of options granted and exercised to date appear in the Directors’ Remuneration Report on pages 15 to 22.

AUTHORITY TO ALLOT SHARES - At the forthcoming Annual General Meeting an ordinary resolution will be proposed to give the directors
the authority for a period of fifteen months or to the date of the next Annual General Meeting, whichever is earlier, to allot, up to 7,967,651

unissued shares in the capital of the Company. This authority is equivalent to 24.1 per cent of the total issued shares at 22 June 2006.

Additionally, a special resolution will be proposed to allow the directors to allot such 7,967,651 shares for cash both by way of rights issues to
existing shareholders in such a way as can deal expeditiously with the laws of any territory, stock exchange or regulatory body and, in respect of
1,651,617 of such Ordinary shares, to people other than existing Ordinary shareholders. This authority is equivalent to 24.1 and 5 per cent

respectively of the total issued shares as at 22 June 2006.

The directors believe that it is important to the interests of the shareholders that they should be given these two authorities, which will give the
directors the flexibility they need to finance business opportunities as they arise, including if it is appropriate, by the issue of shares. The

Company does not hold any treasury shares. Accordingly, the directors recommend these resolutions to shareholders.

PURCHASE OF OWN SHARES - At the forthcoming Annual General Meeting the directors will seek shareholders’ approval by way of special
resolution for renewal of the Company’s current authority to make market purchases of up to 5 per cent of its own shares for subsequent
cancellation. This authority will expire at the earlier of fifteen months after the date of the passing of the resolution or the date of the next
Annual General Meeting. The directors consider that the grant of the power for the Company to make market purchases of the Company’s shares
would be beneficial for the Company and in the best interests of shareholders as a whole and accordingly they recommend this special resolution
to shareholders. There is no current intention or plan to instigate any such purchases and the directors have no present intention to stand in the
market and are taking a long term view. As such, there is no current intention to hold any shares so purchased as treasury shares. The directors
would only exercise the authority sought if such purchase would result in an increase in earnings per share and it would be in the interests of

shareholders generally. The minimum price to be paid will be the shares’ nominal value and the maximum price will be no more than 5 per cent

above the average middle market quotations for the shares on the five days before the shares are purchased.
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As at 22 June 2006 (the latest practicable date prior to publication

of this document) there were outstanding options to subscribe for a

total of 1,405,426 Ordinary shares of 25 pence each in the
Company, representing 4.3 per cent of the Company’s issued

Ordinary share capital at that date. If the full authority being

sought to buy-back shares was used, such options would represent

4.5 per cent of the Company’s issued Ordinary share capital

(assuming there are no other changes).

CORPORATE GOVERNANCE - An account appears on pages
24 to 28 of how the Board of the Company is structured and
controlled and other steps taken by the directors to ensure proper

management of the Company during the year to 31 March 2006.

EMPLOYEES - The Company’s subsidiaries operate from a
number of manufacturing locations in the UK, USA, Japan, China
and the Republic of South Africa and are involved in a number of

diversified manufacturing industries.

Local managers have a responsibility to communicate effectively

and promote a better understanding by employees of our business

activities. A variety of ways are in place locally to ensure the
Company communicates with its employees on matters of concern
to them at both a local level and within their operating division. This
ranges from formal dialogue and consultation with recognised trade
unions and other employee representatives to regular ongoing
management meetings with employee representatives. All this is
designed to ensure the needs of our employees are considered in

making decisions which are likely to affect their interests.

Many of our employees are encouraged to participate in their
divisional performance through the payment of local bonuses related
to local manufacturing performance and individual performance
targets. These are seen as the most immediate way to achieve a
common awareness on the part of our employees of the financial
and economic factors affecting the performance of their business
division and operating company. The directors will continue to
monitor and review the relevance and appropriateness of share
schemes to see if they have a role to play in our future

remuneration policy.




The Group has continued to follow the requirements of the Health
and Safety at Work Act 1974 and associated legislation with
concern for the welfare of its employees and has a dedicated Health
and Safety manager for its UK manufacturing operations. Local
safety committees comprising of representatives from management
and employees regularly meet to review progress. Significant
progress continues to be maintained in ensuring compliance with
our Health and Safety policy statement and procedures manual,
first introduced at our UK manufacturing operations during the year
2000 and extensively revised during 2005. As part of the ongoing
programme to improve the guidance and procedures contained in
the Health and Safety Manual, a more detailed reporting of
accident data has been introduced. Using Year 2000 as a baseline,
there has been a cumulative downward trend in the incidence rate of
both total accidents and RIDDOR accidents (the more serious
accidents which must be reported to the Health and Safety
Executive). By the end of the year under review these show
reductions of 12.7% and 22.3% respectively. For the last forty-two
months the severity of RIDDOR accidents, measured in resulting
days lost time, has also been monitored. Over this period there has

been a 75% reduction in such lost time.

It is the Group’s policy to recruit, train, promote and treat all

employees on grounds based on individual ability and performance.

It is the Group policy to offer the same opportunity to disabled
people as to all others in matters of recruitment and career
advancement, provided they have the ability to perform the tasks
required with or without training and support; and to provide

support or re-training where practical in cases where disability is

incurred during employment with the Group.

AN

RESEARCH AND DEVELOPMENT - The directors consider that
product development plays a very important part in the Group’s
success and expenditure in this field continues as described further
in the Chairman’s Statement, and the Operating and Financial

Review.

FINANCIAL INSTRUMENTS - The Group’s financial risk
management objectives and policies are discussed in Note 18 to the

accounts.

ENVIRONMENT - The Group’s policy (which was updated in June
2005) recognises that the optimum use of natural resources and
care for the environment represent both good business practice and
the social responsibility which shareholders, other stakeholders and
society now expect. The Group is aware that our manufacturing
operations have an environmental impact and is committed to
understanding the same as a basis for the introduction of measures
to limit their effects. In pursuit of balanced business and
environmental aims, and to establish means for continual

improvement, the Group will seek to achieve:

e astructured organisation with clear responsibilities and

accountability

e compliance with all relevant legislation

e the design, operation and maintenance of all facilities and
processes so as to minimise environmental impacts, together

with plans to deal with emergencies

o effective liaison with enforcement authorities, e.g. the

Environment Agency and Local Authorities
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e the optimum or efficient use of natural resources and packaging

by recycling materials whenever possible to reduce waste

e the efficient use of all forms of energy, with the object of
attaining the savings required by the Climate Change Levy
Agreement and EU Trading Emissions Trading Scheme as a

minimum target

e workplaces that create/promote environmental awareness via

appropriate communications and training

e the provision of information to ensure that our products are
stored, used and disposed of in an environmentally responsible

manner

e contractors and sub-contractors permanently engaged on our
sites operating to the same environmental standards as

ourselves

e prompt, appropriate and effective liaison with the public and/or

local authorities in the event of any environmental complaint

® an appropriate environmental impact assessment before

entering into any acquisition or new business venture.

During the period under review the Group believes it has complied
with all relevant legislation and there have been no prosecutions
served or pending. The Group has duly made permit applications
submitted by its manufacturing operations in response to the
Pollution Prevention and Control Regulations. In pursuit of the
Group’s aim for continual improvement, considerable progress has
been made, in conjunction with the regulators of the primary
applicable legislation (the Pollution Prevention and Control
Regulations) on the development of an environmental management
system. In broad terms, at this stage it is considered more
important to design and operate in-house procedures, records and
training which can effectively manage our environmental impacts
rather than move directly into accreditable international standards

such as IS0 14001 and EMAS.

For the Group’s UK manufacturing sites that have a Climate
Change Levy Negotiated Agreement (those that have an intensive
energy use by a recognised process such as kilning, firing and

similar activities) total Carbon Dioxide Emissions have declined by

4.6% during the year to 31 March 2006. This total reduction has

been achieved through the rationalisation of its more traditional
manufacturing operations which saw an overall reduction of 18.1%
but a compensating increase of 13.4% was seen within the Saffil®
business following the commissioning of the second manufacturing

line.

The Group continues to support long term strategies to minimise,
reuse and recycle packaging materials through its membership of
Valpak, an organisation through which a large number of businesses

work together to recover and recycle packaging.

A number of the Group’s products sold and under development will

be used to benefit the environment.

GOING CONCERN — After making enquiries, the directors are
confident that the Company and the Group have adequate financial
resources to continue in operational existence for the foreseeable
future. They have therefore continued to adopt the going concern

basis in preparing the financial statements.

PAYMENT TO SUPPLIERS - Subsidiary companies are
responsible for agreeing payment terms and conditions with their
suppliers according to generally accepted trading practices within
their businesses. It is the Group’s normal practice to pay suppliers
promptly provided that suppliers perform in accordance with the

agreed terms.

DONATIONS - No political donations have been made during the
year ended 31 March 2006. A number of small charitable donations

were made amounting to £275 (2005: £650).

RELEVANT AUDIT INFORMATION - So far as the directors
are aware there is no relevant audit information of which the
auditors are unaware and each director has taken reasonable steps
to make himself aware of any relevant audit information and

establish that the auditors are aware of that information.

AUDITORS - A resolution to re-appoint Ernst & Young LLP as
the Company’s auditors will be put to the forthcoming Annual

General Meeting.
This Report was approved by the Board on 22 June 2006.

Signed by order of the Board
R P McQuinn LLB (Hons), ACIS Secretary

22 June 2006
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INFORMATION NOT SUBJECT TO AUDIT

The Company’s remuneration policy and remuneration packages of individual directors are the responsibility of the Board as a whole.
In order to avoid any director having any involvement in determining or influencing any part of the sums or benefits which they receive from

the Company the following applies.

The Remuneration Committee (“the Committee’”’) comprises the non-executive directors Prof R D Field, Mr J P Lomas and

Dr C H B Honeyborne. Mr T H P Brown was a member of the Committee until his resignation on 22 May 2006. Mr J P Lomas and

Dr C H B Honeyborne were appointed to the Committee on 21 June 2005 and 1st January 2006 respectively. Prof R D Field was appointed
Chairman of the Committee on 27 March 2003. The Committee met twice during the year under review and was fully attended by the

relevant members on those dates.

Acting on behalf of the Board, the Committee is expected to meet at least twice a year and has a specific responsibility to determine and
agree with the Board the framework or broad policy for the remuneration of the executive directors and Chairman and any other members
of the executive management of the Group as it is designated to consider. Within the terms of the agreed policy, the Committee determines
the total individual remuneration package of each executive director including, where appropriate, bonuses, incentive payments, share
options, pension agreements, and their service agreements, including termination payments and compensation commitments. Additionally the
Committee determines targets for any performance related pay schemes that may be operated by the Company and oversees any major

changes in employee benefit structures throughout the Company or Group.

The remuneration of non-executive directors is a matter for the executive members and Chairman of the Board within the limits and terms

set by the Company’s Articles of Association.

The Remuneration Committee also seeks and has received the view of the Group Chief Executive, Mr T M 0’Brien, in setting overall policy

on the remuneration and benefits of any other executive directors and senior executives but not in relation to himself.

REMUNERATION POLICY FOR EXECUTIVE DIRECTORS

The overall objective of remuneration policy is to ensure that
executive directors of the Company are provided with appropriate
incentives to encourage enhanced performance and are, in a fair and
responsible manner, rewarded for their individual contributions to
the success of the Company. Remuneration is aimed to be sufficient
to attract and retain directors needed to run the Company
successfully but avoid paying more than is necessary for this
purpose, judge where to position the Company relative to others and
be sensitive to employment conditions elsewhere in the Group
especially when determining annual salary increases. Additionally,

it aims to ensure executive directors’ remuneration is linked to
corporate and individual performance and that the performance

element of executive directors is a significant proportion of the total

remuneration package and is designed to be aligned to the interests

of shareholders and gives directors a keen incentive to perform to

the highest level.

Due regard is given to the comments and recommendations of the
Combined Code (including Schedule A: Provisions on the Design of
Performance Related Remuneration) as well as the Financial
Services Authority Listing Rules and associated guidance. Under
long-standing contractual arrangements the pensionable
remuneration of Mr T M Q’Brien has included the average of
fluctuating emoluments in the last three years in respect of benefits
in kind which in the main relate to the provision of a vehicle and
private petrol. On the other hand, in order to maintain Mr O’Brien’s
salary at a competitive level without triggering substantial
incremental pension contributions, the Remuneration Committee
introduced an element of non-pensionable salary during 2003 as

disclosed in the table on page 20.




The Remuneration Committee has not felt it appropriate to take
specialist independent advice or services from any third party to
assist it in its consideration of matters relating to directors’
remuneration but is authorised and empowered to do so if this is
felt necessary. It has however monitored the earnings of directors of
a number of broadly comparable listed companies (comparable by

virtue of industry sector, market capitalisation and turnover).

This report sets out the Company’s policy on directors’
remuneration for 2006, and, so far as practicable, for subsequent
years. The inclusion of policy in respect of years after 2006 is
required by the legislation under which the report is prepared.
Whilst the Board is able to state its remuneration policy for 2006
with reasonable certainty, it can be less certain in stating this policy
will continue without amendment in subsequent years as a
successful remuneration policy needs to be sufficiently flexible to
take account of future changes in business environment and
remuneration practice. Any changes in policy in subsequent years

will be detailed in future Directors’ Remuneration Reports.

The remuneration of each executive director comprises the following

elements:

SALARY AND BENEFITS - These are set after taking account of
the factors mentioned above. The Company aims to provide
executive directors with a level of basic remuneration and other
benefits (such as provision of a pension, fully expensed company car,
private medical insurance and where appropriate permanent health
insurance), sufficient to reward their experience and their individual
contributions to the success of the Company. Policy is to set basic
salaries at or below the median level of the tracked group of
companies. The value of the other benefits is assessable to tax where

legislation so provides.

PERFORMANCE-RELATED BONUS - The above basic salary is
coupled with above median incentive packages. To this end in March
2000 the Remuneration Committee established the Dyson Executive
Bonus Scheme (a cash bonus scheme) based on growth in
underlying earnings per share as reported in the audited accounts.
Under this scheme an individual executive director’s bonus is capped
at 100 per cent of basic salary. The rules of the scheme allow the

Remuneration Committee to intervene if circumstances lead to a
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manifestly unintended result, and, as reported in previous years, this
over rider has been applied while the Group has been undergoing

major strategic transformation.

For the year ending March 2006 the Committee would have
preferred and intended to return to awards being based on growth
in underlying earnings per share, with every 1% increase in
underlying earnings per share leading to a bonus award of 5% of
basic salary. However it was well understood by the Committee that
the efforts and attention of the executive managers would continue
to be targeted at a number of significant ongoing and new projects.
Following discussion, the Committee agreed the “Dyson Executive
Bonus Scheme” should continue, but the appropriateness of the
target of earnings per share growth in the year to March 2006
would be closely monitored and might be overridden by the
Remuneration Committee if it would produce a result which would
be unfair in view of a full assessment of the efforts and progress
made by the executive directors. Any bonuses paid to executive
directors would continue to be non pensionable. Following such
assessment the Committee determined a bonus of 50% of basic

salary should be paid to the executive directors.

For the year ending March 2007 the Committee would again prefer
and intends to return to awards being based on growth in underlying
earnings per share, with every 1% increase in underlying earnings
per share leading to a bonus award of 5% of basic salary, however,
following discussion, has agreed the earnings per share growth
target should once again be closely monitored and might be
overridden by the Remuneration Committee if it would again
produce a result which would be unfair in view of a full assessment
of the efforts and progress made by the executive directors. Any
bonuses paid to executive directors would continue to be non

pensionable.

EXECUTIVE SHARE OPTION SCHEMES — The Group
operates two share option schemes, the Dyson Group plc Executive
Share Option Scheme, and the 2004 Executive Share Option

Scheme.

The Dyson Group plc Executive Share Option Scheme is a

traditional share option scheme which was originally approved by

shareholders in August 2000 and then amended at the




Extraordinary General Meeting in January 2005. Options can only
be exercised if the growth in earnings per share exceeds RPI
increases by a specified per cent per annum compound in the three
year period up to the date on which they can be first exercised.
Subject to achieving this performance criterion, options issued under
the scheme may be exercised between three and ten years after the
date granted. Options are offered subject to the rules of the scheme

and not at a discount to the prevailing share price.

The performance criteria for awards prior to 2004 were that growth
in earnings per share were to exceed RPI by 2 per cent per annum
compound. The Remuneration Committee determined that awards
made during 2004 should be subject to a more challenging earnings
per share target exceeding RPI by 4 per cent per annum compound.
Those awards made during 2005 and thereafter are subject to a
ratcheted target in which one third of the total options awarded to
an individual executive vest if the earnings per share exceed RPI by

4,5 and 6 per cent respectively.

Prior to the exercise of any options, earnings per share will be
determined as set out in the Statement of Investment Practice No 1
of the Institute of Investment Management and Research. RPI is
the general index of retail prices for all items published by the

Central Statistical Office.

The Remuneration Committee will verify whether the performance
criteria have been met using the earnings per share information
contained in the annual Report and Accounts, if appropriate after
taking the advice of the auditors as to whether adjustments are
required to ensure consistency in accordance with the terms of the
performance conditions. This procedure will ensure no executive
director is in a position to rule on whether the performance

conditions applying to his own incentives have been satisfied.

The Remuneration Committee’s policy continues to be to phase the

grant of options under this scheme over a period of time, in previous
years awarding options to the executive directors equal to the value
of one year’s basic salary. At the Extraordinary General Meeting in
January 2005 and as explained in the Circular dated 15 December

2004 the rules of the scheme were amended to make it clear that

the limit of aggregate market value (measured at the date of

award) of shares then held by that person under outstanding options

could not exceed four times the remuneration of that person
expressed as an annual rate (excluding benefits in kind but including
any bonus paid to that person in respect of the financial year most
recently ended prior to the grant of option) and that policy has now

been adopted for all subsequent awards.

The Group’s other share option scheme, the 2004 Executive Share
Option Scheme, is designed to provide a strong incentive for the
executive team to deliver an increase in shareholder value that is
greater than the likely returns that might generally be achieved
through investment in other listed companies. The performance
target is based on the Company’s total shareholder return ("TSR")
over a three year period as compared with that of companies in the

FTSE All-share Index.

In order to ensure that the interests of the executive directors are
aligned with those of shareholders and that rewards will only be
earned for substantial increases in shareholder value, options
granted under the 2004 Executive Share Option Scheme will
generally not be exercisable unless the Company’s TSR over the
three year period from 1 January 2005 places the Company, by
reference to TSR, at least at the median of the group of companies
comprising the FTSE All-share Index at the end of the three year
period. In the event that the Company’s TSR over the relevant
period places it, by reference to TSR, at the median as compared to
the other companies in the FTSE All-share Index then each Option
shall become exercisable as to 125,000 Ordinary Shares. If the
Company’s TSR for the relevant period places it in the top quartile
of other companies in the FTSE All-share Index, then the options
shall become exercisable in full as to 1,000,000 Ordinary Shares.
For performance between median and top quartile the options shall
become exercisable on a pro rata basis. If the Company’s TSR
performance for the relevant period is below median, then none of
the options will become exercisable and they will automatically

lapse.

The aggregate number of new Ordinary Shares which may be issued
in any 10 year period pursuant to all of the Company’s share option
schemes shall continue not to exceed 10% of the shares in issue

from time to time.
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SERVICE CONTRACTS

The service contracts and letters of appointment of the Directors include the following terms:

Date of Contract/ Unexpired Terms Notice Period
Appointment Letter (Months) (Months)
Executive Directors
T M O’Brien 26 March 1997 4 4
A N Parker 14 December 1999 12 12
Non-executive Directors
C H B Honeyborne 20 June 2006 3 3
R D Field 20 March 1997 9 3
J P Lomas 26 November 2002 3 3
T H P Brown —resigned 22 May 2006 21 January 2005 - -

A short biographical note on each director appears on pages 9 and 10.

Mr T M O’Brien’s current service contract agreed in 1997 has a notice period of such period beyond his 63rd birthday as would coincide with his
65th birthday which falls in October 2006. This means that with effect from October 2004 the notice period has been progressively reducing
tapering down to zero in October 2006. When Mr T M 0’Brien was last re-elected to the Board in 2003 proxies were received for almost

59 per cent of the total Ordinary shares voting in favour of his re-election and less than 1% of the total Ordinary shares voting against his
re-election. As such, for the period prior to October 2005 this provision in Mr T M Q’Brien’s service contract has not complied with Provision
B.1.6 of the Combined Code which states notice periods should be one year or less. The Board does however note that this agreement was freely
negotiated at a time when 2 year notice periods were not in breach of any stated principles of corporate governance, and believed it was not
appropriate to seek to remove such terms from an executive with over 40 years of service to the Group. Mr T M O’Brien’s current service
contract allows him to retire on the same tapering notice period prior to his 65th birthday and the Group must consent to such a request and the

payment of any benefits then accrued in respect of his period of service with the Group to that date.

All new executive directors are expected to have rolling service contracts terminable on no more than one year’s notice. Mr A N Parker’s service

contract has a notice period of one year.

Mr T M O’Brien and Mr A N Parker’s service contracts can provide for the payment of a bonus which would not constitute an increase to their

basic salary nor be pensionable.

Prof R D Field’s appointment letter records an intention that the appointment made would continue for an initial period of three years and that

the appointment would also be reviewed by the Board every year and the appointment is terminable on three months’ notice by either party.
Prof R D Field’s current year’s appointment will end on 31 March 2007.

Dr C H B Honeyborne’s and Mr J P Lomas’s appointment letters record the intention that the appointment will be for a three year period
although the appointment can be terminated at any time by the Group giving not less than three months’ notice although in the event of
employment being terminated within 12 months of a change of control of the Group (as defined by s. 840 of the Income and Corporation Taxes

Act 1998) the notice period shall be twelve months. The duties of non-executive directors are scheduled to their letter of appointment and in the

written board procedures.




There are no other predetermined special provisions for executive or non-executive directors with regard to compensation in the event of early
termination. The Board would need to consider the assessment of any appropriate damages in accordance with normal contractual principles

including any payment in respect of notice to which a director is entitled after mitigation is considered.

Non-executive directors are not eligible to participate in any incentive plans or share option schemes. Mr J P Lomas is a member of the Dyson

Group Pension Fund and private medical insurance scheme.

All service contract and engagement letters of directors are available for inspection at the Registered Office during normal business hours and

will also be available at the Annual General Meeting.

Performance Graph — As required by legislation governing the Directors’ Remuneration Report, this graph illustrates the performance of Dyson
Group plc measured by total shareholder return (share price growth plus dividends reinvested) for each period against the total shareholder
return in a notional investment made up of shares in the group of companies which a “broad equity market index” over the past five years is

calculated. The FTSE All-share Chemical Index was selected as Dyson Group plc is a constituent member of that index.
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INFORMATION SUBJECT TO AUDIT
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Directors’ Emoluments — The emoluments of the individual directors, excluding pension contributions, for the year ended 31 March 2006 are set

out in the table below:

C H B Honeyborne
(appointed 1 January 2006)

T H P Brown
T M O’Brien
A N Parker
J P Lomas
R D Field

Total

Salary Non pensionable Bonuses Benefits 2006 2005
& fees salary Total

£ £ £ £ £ £

5,750 - - - 5,750 -

70,000 - - - 70,000 61,800

154,000 26,000 90,000 28,129 298,129 295,123

146,980 - 70,000 17,088 234,068 228,666

27,000 - - 410 27,410 27,368

23,000 - - - 23,000 23,000

658,357 635,957

The Bonuses relate to those amounts earned during the relevant financial year but which will be paid during the following financial year.

The Benefits paid to Mr T M 0’Brien and Mr A N Parker are non cash benefits comprising the provision of a fully expensed company car, private

health insurance and in the case of Mr T M O’Brien home telephone costs.

The Benefits paid to Mr J P Lomas is the provision of private health insurance.

Mr T H P Brown’s above remuneration comprises salary and fees paid to Tom Brown & Company Ltd.

Executive Share Options — Details of all awards made under the Executive Share Option Scheme to the Directors which remain outstanding are

detailed as follows:

Date of Number of Number of Number of Number of Number of  Exercise Exercise Period —
Grant shares under shares under shares under shares under shares under Price Expiry Date
original option exercised option at option exercised option at
grant during previous 01.04.05 during year 31.03.06
years
T M O’Brien 15.12.99 322,920 215,280 107,640 107,640 - 68.7p  31.03.03 - 15.12.06
02.07.02 64,473 - 64,473 64,473 - 196.5p 31.03.05 - 02.07.09
02.07.03 62,525 - 62,525 - 62,525 208.7p  31.03.06 - 02.07.10
06.07.04 54,008 - 54,008 - 54,008 297p 06.07.07 - 05.07.11
14.12.04 30,398 - 30,398 - 30,398 343.2p 14.12.07 - 13.12.14
14.12.04 500,000 - 500,000 - 500,000 343.2p 01.01.08 - 13.12.14
04.07.05 80,038 - - - 80,038 358.52p 04.07.08 - 03.07.15
Total 1,114,362 215,280 819,044 172,113 726,969
A N Parker 09.03.00 322,920 215,280 107,640 107,640 - 68.7p  31.03.03 - 09.03.07
02.07.02 50,890 - 50,890 50,890 - 196.5p 31.03.05 - 02.07.09
02.07.03 52,707 - 52,707 - 52,707 208.7p 31.03.06 - 02.07.10
06.07.04 42,087 - 42,087 - 42,087 297p 06.07.07 - 05.07.11
14.12.04 21,367 - 21,367 - 21,367 343.2p 14.12.07 - 13.12.14
14.12.04 500,000 - 500,000 - 500,000 343.2p 01.01.08 - 13.12.14
04.07.05 62,296 - - - 62,296 358.52p 04.07.08 - 03.07.15
Total 1,052,267 215,280 774,691 158,530 678,457
Total Options 2,166,629 430,560 1,593,735 330,643 1,405,426




All the options have been issued under the Dyson Group plc
Executive Share Option Scheme with the exception of the options
over 1,000,000 Ordinary Shares issued on 14 December 2004
which were issued under the 2004 Executive Share Option Scheme
and whose performance criteria is based on total shareholder return

and is detailed on page 17.

All shares under options that were exercised during the year were
exercised on 19 July 2005 at the exercise price indicated above
when the market share price was 370 pence and were sold at a
price of 370 pence. As such, Mr T M 0’Brien and Mr A N Parker
each made a gross gain of £436,180 and £412,613 respectively on

exercise of these options.

The exercise price of options issued in 1999 and 2000 prior to the
Rights Issue was 74 pence. The options granted since July 2002 are

separate new awards unrelated to the Rights Issue.

No price was paid for any of the above options. The actual award of
options is not subject to performance conditions although the
exercise of the option is subject to the performance criteria detailed

on page 17.There was no lapse of share options during the year.

The share price at the year end was 229.5 pence and the high and
low share prices during the year were 392.5 pence and 215 pence

respectively.

All options issued prior to 2004 were to be exercised subject to
the growth in the Company’s earnings per share exceeding RPI
increases by 2 per cent per annum compound in the three year
period up to the date on which they can be first exercised. Options
issued during 2004 are to be exercised subject to the growth in the
Company’s earnings per share exceeding RPI increases by

4 per cent per annum compound in the three year period up to the
date on which they can be first exercised. Awards made during
2005 are subject to a ratcheted target in which one third of the
total options awarded to an individual executive vest if the

earnings per share exceed RPI by 4, 5 and 6 per cent respectively.

At a meeting of the Board on 20 June 2006, following the
recommendation of the Remuneration Committee, the Board
confirmed its intention that the Company grant a further award of
options to Mr T M 0’Brien and Mr A N Parker equal to their
current annual basic salary and the cash bonus paid for the year
to 31 March 2006 at a price to be determined in accordance with

the rules of the Dyson Group plc Executive Share Option Scheme.

Details of directors’ holdings of Ordinary shares are disclosed in

the Directors’ Report on page 9.

Pensions — Mr T M 0’Brien and Mr J P Lomas are each members of the Dyson Group Pension Fund and accrue benefits under a

non-contributory pension scheme essentially designed to provide a pension of two thirds of their final pensionable salary at their normal

retirement date and life assurance during their service.

The normal retirement age under the Dyson Group Pension Fund is sixty five years. If early retirement takes place with the Company’s

and trustees’ consent from age fifty, no actuarial reduction is applied to the accrued pension. However, as consent is required

(i.e. this is not an automatic right), no allowance for this option is made in the calculation of transfer values. No allowance is made for
discretionary benefits in the calculation of transfer values. The spouse’s pension on death after retirement is two thirds of the member’s
pension before any cash commutation. The spouse’s pension on death before retirement after leaving service is two thirds of the member’s
accrued pension. Directors’ pensions are guaranteed to increase by 5 per cent per annum compound, or the increase in retail price
inflation if less. The following table details the current ages of the directors, the value of the accrued pension the directors would be

entitled to if the member left service on 31 March 2006 together with the increase in the member’s accrued pension during the

accounting year before (gross) and after (net) allowing for inflation.
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Transfer Transfer Change in Gross increase/ Net increase/
value of value of transfer (decrease) in (decrease) in Total
accrued accrued value in accrued pension  accrued pension accrued
Age at pension pension year to in year to in year to pension at
31 March 31 March 31 March 31 March 31 March 31 March 31 March
2006 2005 2006 2006 2006 2006 2006
years £ £ £ £ £ £
T M 0’Brien 64 1,682,218 2,072,226 390,008 13,925 11,087 120,698
J P Lomas 44 88,968 94,303 5,335 (1,533) (1,895) 12,081

Members made no contributions in the year to 31 March 2006.

The change in transfer values includes the effect of fluctuations in the transfer value due to factors beyond the control of the Company and
directors, such as stock market movements. The transfer values have been calculated in accordance with version 8.1 of guidance note GN11 issued

by the Institute of Actuaries and Faculty of Actuaries.
The pension accruals are the amounts that would be paid annually on retirement based on service to the end of the year.

The Company contributes an amount equal to 20 per cent of the basic salary of Mr A N Parker to his personal pension plan. In the year to
31 March 2006 the Company contributed £21,120 (2005: £20,000) to this scheme. If this percentage payment is restricted by any Inland
Revenue pension earnings cap (or a tracked equivalent) the amount so restricted is paid as a non pensionable salary supplement. In the year to
31 March 2006 such a payment of £6,880 was made and is included in the figure in the first column of the table on page 20. Mr Parker is

covered for life assurance during his service equal to four times his basic salary.

Approval by Shareholders — At the Annual General Meeting of the Company a resolution of an advisory nature approving this Directors’

Remuneration Report is proposed as an ordinary resolution.
This report was approved by the Board on 22 June 2006.

Signed on behalf of the Board

Prof R D Field oBE, FCA
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DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
PREPARATION OF ACCOUNTS - The directors are responsible
for preparing the annual report and the group and parent company
financial statements, in accordance with applicable law and

regulations.

Company law requires the directors to prepare group and parent
company financial statements for each financial year. Under that
law they are required to prepare the group financial statements in
accordance with IFRSs as adopted by the EU and have elected to
prepare the parent company financial statements in accordance

with UK Accounting Standards.

The group financial statements are required by law and IFRSs as
adopted by the EU to present fairly the financial position and the
performance of the group; the Companies Act 1985 provides in
relation to such financial statements that references in the relevant
part of that Act to financial statements giving a true and fair view

are references to their achieving a fair presentation.

The parent company financial statements are required by law to
give a true and fair view of the state of affairs of the parent

company.

In preparing each of the group and parent company accounts, the

directors are required to:

e select suitable accounting policies and then apply them

consistently;

e make judgements and estimates that are reasonable and

prudent;

e for group financial statements, state whether they have been

prepared in accordance with IFRSs as adopted by the EU;

e for parent company financial statements, state whether
applicable UK Accounting Standards have been followed,
subject to any material departures disclosed and explained in

the parent company financial statements; and

e prepare the financial statements on the going concern basis

unless it is inappropriate to presume that the group and the

parent company will continue in business.

The directors are responsible for keeping proper accounting records
that disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that its financial
statements comply with the Companies Act 1985. They have general
responsibility for taking such steps as are reasonably open to them
to safeguard the assets of the group and to prevent and detect fraud

and other irreqularities.

Under applicable law and regulations, the directors are also
responsible for preparing a directors’ report, directors’
remuneration report and corporate governance statement that

comply with that law and those regulations.

The directors are responsible for the maintenance and integrity of
the corporate and financial information included on the company’s
website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation in

other jurisdictions.




Corporale governance

The Directors continue to recognise the importance of adopting good governance practices in the interests of shareholders. Throughout the
year under review the Board supported the principles of The Combined Code which is included in the Listing Rules of the Financial Services
Authority. The Combined Code recognises that listed companies will comply with the code’s provisions most of the time but departure from
specific provisions may be justified in particular circumstances and some smaller companies (defined as below FTSE 350) such as the

Company may judge some provisions are disproportionate or less relevant in their case.

The Board has in place the following measures and those arrangements detailed in the Directors’” Remuneration Report which it believes are
sufficient and appropriate to ensure it formally controls the direction of the Company. It believes these are adequate to apply the principles
set out in Section 1 of The Combined Code and ensure extensive compliance with the detailed provisions of the Code as is appropriate
considering the Company’s current size, circumstances and stated strategy. The Board believes that taken together these measures ensure
that the distribution of power and responsibility amongst the Board and in particular between executive and non-executive directors acts in
the best interests of all shareholders. The Board has fully complied with the Code throughout the period under review except those specific

provisions as indicated below and on page 18 for the reasons specified.

THE BOARD - Dr C H B Honeyborne was appointed an additional
independent non-executive director on 1 January 2006 and was
appointed Chairman on 22 May 2006. Until that appointment,
during the year ended 31 March 2006, the Board consisted of five
members, two executive and three non-executive directors. The
Chairman during the year, Mr T H P Brown had a number of
outside commitments which the Board kept under review and did
not consider too onerous. The Board has considered fully and at
length the provisions of section A.3.1 of the Combined Code
concerning the identification of independent directors. It remains of
the view that Mr T H P Brown, Prof R D Field, Mr J P Lomas and
Dr C H B Honeyborne were and are all of independent character
and judgment which it believes to be the key criteria required by the
Combined Code in this identification process. Dr C H B Honeyborne
did meet the independence criteria on his appointment as Chairman
as set out in provision A.3.1 although this criteria is not
appropriate for subsequent periods. The Board is not aware of any
circumstances which were or are likely to affect their objectivity.
The Board has noted how each has always acted in the best
interests of shareholders as a whole during their tenure as directors.
However, the Board acknowledges that prior to his appointment as a
non-executive director on 26 November 2002 Mr John Lomas did
have executive responsibilities with the Group. As such, this could

appear to those who do not have direct involvement to have the

potential to affect his judgment and, as such, they may not consider
him as an independent director because of this past employment
relationship which the Board is required to consider under the
Combined Code for the period under review. The Board has seen no
such evidence in practice of a lack of independence in Mr Lomas’s
approach to his duties but acknowledges that, in the circumstances,
due to this past executive employment relationship, it is not able to
say all members of the Audit Committee and Remuneration
Committee are independent as required by provision C.3.1 of the
Code. Additionally, the Board is prepared to have a minority of non
independent non-executive directors should it be appropriate at a
particular point in time. This is particularly pertinent at this time as
the Group continues its new product development which is well

understood by the current Board.

The Board does not have a pre-set criteria for retirement based on
age or length of service and considers positive contribution to be an
important determining criteria. However, the Board has resolved all
directors serving more than nine years in a non-executive capacity
will be subject to annual re-election. As such Prof R D Field will

stand for re-election at the Annual General Meeting.

The roles of Chairman and Chief Executive were separate
throughout the year. Essentially, the Chairman is responsible for

overseeing the Board as specified in its own written procedures, and

the Group Chief Executive for running the Group’s businesses.




The structure of the Board effectively ensures that no single

director or group of directors can dominate decision taking.

The Board believes the size and nature of the Board is not
compatible with the identification of a senior independent non-
executive director, as specified by the Combined Code
(provisions A.1.2, A.3.3 and D.1.1) but the Board will keep this
matter under review. Any concerns should be conveyed to the

Chairman or failing him Prof R D Field.

All directors are subject to retirement by rotation and their
re-appointment is subject to shareholder approval as provided in the
Company’s Articles of Association. Details of the appointment and a
short biographical note appear on pages 18 to 19 and 9 to 10

respectively.

Dr C H B Honeyborne is to be elected by shareholders having been
appointed by the Board on 1 January 2006 and Chairman on 22
May 2006. A short biographical note on Dr Honeyborne appears on
page 9. Since his appointment Dr Honeyborne has been acquainting
himself more fully with the Group’s businesses. Following an
appraisal of his non-executive performance in the period to June
2006, the Nomination Committee and Board are satisfied his wide
experience in the City and industry can continue to strengthen the
independent element of the Board amongst the non-executive
directors. As such, the Board believes his election is in the interests
of the Company and as such recommend him for election.

Dr Honeyborne does have a number of outside commitments which

the Board has reviewed and does not consider too onerous.

Mr T M O’Brien retires by rotation and is eligible for re-election at
the Annual General Meeting. Following a formal appraisal of his
executive performance during June 2006, the Nomination
Committee and Board are satisfied he has made a valuable and
effective contribution throughout his long career with the Group
and particularly in recent years and his experience will continue to
help both the Group’s traditional and new manufacturing industries
and businesses. As such, the Board believes his re-election is in the
interests of the Company and as such recommend him for
re-election. Mr T M O’Brien’s current service contract expires in
October 2006. The intention is that his appointment will continue

on a rolling service contract terminable on one year’s notice from

either party. This new contract will provide for the payment of a

basic salary and salary supplement, performance related bonus and
eligibility for awards of executive share options, provision of a fully
expensed car and private health insurance as detailed in his current

service contract.

Mr A N Parker retires by rotation and is eligible for re-election at
the Annual General Meeting. Following a formal appraisal of his
executive performance during June 2006, the Nomination
Committee and Board are satisfied he has made a valuable and
effective contribution since his appointment in 2000 and his
financial experience will help the Group’s traditional and new
manufacturing industries face the challenges each has in the years
ahead. As such, the Board believes his re-election is in the interests

of the Company and as such recommend him for re-election.

Prof R D Field has now served nine years as a non-executive
director and under the policy outlined on page 24, retires and offers
himself for re-election at the Annual General Meeting. Following a
formal appraisal of his performance during June 2006, the
Nomination Committee and Board are satisfied his experience of
the industries in which the Group operates and the consultancy
skills practiced in a wide variety of industries continue to give him a
useful and positive basis to challenge Group strategy. In addition his
specialist training and educational skills are useful in certain parts
of the Group. As such, the Board believes his re-election is in the
interests of the Company and as such recommend him for re-

election.

The Group meets the cost of appropriate training for directors and
any newly appointed director would be provided with detailed

information on their duties and responsibilities.

BOARD PROCEDURE AND PRACTICE - During the year under
review the Board completed a thorough review of its own procedure
and practice including the constitution and terms of reference of the
Audit, Remuneration and Nomination Committees (which are
available upon request by E-mail to
investor.relations@dyson-group.com). The Board revised and
approved a number of improvements to its formal written
procedures. The Board has an extensive schedule of matters to be
reserved for the approval of the whole Board. This schedule includes
a broad and comprehensive range of matters such as Board

membership and Board committees, corporate structure, Group




strategy, acquisition and disposal of assets of the Company and its
subsidiaries, approval of major planned capital projects, insurance
strategies, treasury and financing matters, the report and financial
statements, shareholder communications and circulars together with
significant policy matters in relation to environmental matters

policy and in relation to our employees e.g. health and safety policy.

The full Board meets formally throughout the year on a scheduled
eight occasions and in normal circumstances meetings will be
scheduled well in advance. Additionally, regular monthly meetings
are held between the executive directors and the Chairman and, in
practice, the Board meets or communicates reqularly with
attendance of all non-executive directors at the offices of the
Company for further dialogue amongst themselves as necessary.
There was full attendance at seven of the eight board meetings held
during the year (Mr T M O’Brien being absent from one meeting
which dealt only with certain formalities dealing with the

appointment of Dr Honeyborne as a director).

The Board has an ongoing process throughout the year for
identifying, evaluating and managing the significant risks faced by
the Group. Executive directors hold regular management meetings
with the Group’s subsidiary directors and executive managers of
operating divisions. This is regularly reviewed by the Board. The
Board has also approved a number of other policies and practices
including an agreed formal procedure for directors in furtherance of
their duties to take independent professional advice if necessary at
the Company’s expense. Non-executive directors’ letters of
appointment specifically refer to this facility. Additionally, there has
always been a formal agenda of matters discussed and approved at
Board meetings. All directors have access to the advice and services

of the Company Secretary.

BOARD PERFORMANCE EVALUATION - The Board will
review its own performance annually using a predetermined
template, designed as a tool to facilitate this evaluation process.
The evaluation covers the functioning of the Board as a whole and
the effectiveness of its committees. Such a review was carried out
during June 2006. The Board gave specific attention to the
functioning of all committees during its review of the Combined

Code mentioned earlier and during June 2006. The Chairman had

his performance reviewed by other non-executive directors.
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Non-executive directors had their performance reviewed by
executive directors and the Chairman. The Nomination Committee
receives these individual reviews for consideration when making its

recommendations to the Board on re-elections.

BOARD COMMITTEES — The Audit Committee is chaired by

Mr J P Lomas who is a qualified chartered accountant with recent
and relevant financial experience. During the year under review

My Lomas attended a training course on the new international
accounting standards. Mr T H P Brown and Prof R D Field

(a chartered accountant by training) were also members of the
Audit Committee throughout the year. These members were present
when the Audit Committee met on two occasions during the year as
it usually does to coincide with publication of the preliminary
statement of annual results and half yearly report and plan the
forthcoming audit. At these meetings amongst other things the
Audit Committee recommended the appointment, scope and fees of
external auditors, discussed issues that arose from the audit,
reviewed reports of the external auditors and internal control and
risk management procedures and considered all financial statements
before their publication. A partner and senior audit manager of the
auditors attended the meetings of the Audit Committee as required
by the non-executive directors to consider any issues arising from
the audit and their work. This Audit Committee will continue to be a
forum for considering our financial reporting and internal control
procedures and maintaining an appropriate relationship with our
auditors. Specific statements are provided in the Directors’ Report
on page 14 on the application of the concept of going concern and
on internal control below. During the year, review of the
effectiveness of the Group’s system of internal control was
undertaken by the Audit Committee on behalf of the Board with the
Group Finance Director submitting a Group Risk Assessment which
extends to a wide variety of operational compliance and risk
management matters to the Board and Audit Committee (provision

C.2.1).

At its June 2006 meeting the Audit Committee reviewed the ways in
which Group staff may, in confidence raise concerns about possible
improprieties (whistleblowing procedures) and is satisfied with the
same and can confirm it believes proportionate and independent

investigation procedures are in place to take follow up action.




The Audit Committee also reviews the independence and objectivity
of the external auditors with particular regard to the level of non-
audit fees. The split between audit and non-audit fees for the year
under review appears on page 42. The non-audit fees were paid
principally in respect of taxation advice and are considered by the
Audit Committee not to affect the independence or objectivity of the
auditors and be the most cost-effective way to deal with these
important but routine matters. Other significant work would be put

out to tender as appropriate.

Dr C H B Honeyborne was appointed to the Committee on

1 January 2006 and attended the last meeting of the year during
March 2006 to finalise the plan for the forthcoming audit and
introduce the new audit engagement partner of Ernst & Young LLP
responsible for the Group audit, the previous audit partner having

completed five audits.

The Nomination Committee was established to formalise the
procedure for the appointment of new directors to the Board.

The Nomination Committee is assisted by recruitment consultants
as appropriate (during the year under review it was assisted

by Directorbank Executive Search Ltd in recruiting

Dr C H B Honeyborne as a non-executive director) and meets
candidates short-listed for appointment before recommending on an
appointment to the Board. It also keeps under review the leadership
needs of the organisation, both executive and non-executive, with a
view to ensuring the continued ability of the organisation to
compete effectively in the marketplace and gives full consideration
to succession planning in the course of its work. Mr T H P Brown
was Chairman of the Nomination Committee during the year with
Prof R D Field and Mr T M O’Brien being its other members. It met
twice during the year under review at which all members attended.
The final decision on appointments rests with the Board and
ultimately all appointments are subject to confirmation by
shareholders. Dr C H B Honeyborne was appointed to the
Committee on 1 January 2006 and will chair the Committee from

22 May 2006.

The Remuneration Committee continues to be chaired by
Prof R D Field, Mr J P Lomas (appointed 21 June 2005) and
Dr C H B Honeyborne (appointed 1 January 2006) being its other

members and Mr T H P Brown having been a member until his

resignation from the Board on 22 May 2006. The Remuneration
Committee will continue to be a means of establishing a formal and
transparent procedure for developing executive remuneration and
for fixing the remuneration of individual executive directors. The
Directors’ Remuneration Report is to be found on pages 15 to 22.
Committee members do not have any personal financial interests in
the matters reserved for it, nor do they have any conflicts of interest
arising from any cross-directorships and they are not involved in the

day to day running of the Group’s businesses.

INTERNAL CONTROL - The Board is responsible for maintaining
a sound system of internal control to safeguard shareholders’

investment and the Company’s assets.

The Audit Committee on behalf of the Board performed a further
annual risk and control assessment during June 2006 and identified
areas where procedures need to be changed. Throughout the year
the Company has operated the procedures necessary to comply with
the requirements of “Internal Control: Guidance for Directors on

the Combined Code’ (the Turnbull Guidance).

The Board of directors has overall responsibility for the Group’s

system of internal control and for monitoring its effectiveness.

The Group has an established internal control framework which is
appropriately monitored. The Group has a well established internal
audit function that carries out detailed checks and other activities
focusing particularly on those areas where the Board believes the
risks to the Group are greatest. The systems are designed to provide
reasonable, but not absolute, assurance against material
misstatement or loss and to manage rather than eliminate the risk

of failure to achieve business objectives.

The Group operates through subsidiaries and divisions that prepare
annual budgets which are compared to subsequent monthly
management accounts. There is a divisional organisational structure
with clearly defined lines of responsibility and delegation of
authority. Each trading activity has its own managing executive and
the Chief Executive is responsible for overseeing the performance
and plans of the business in conjunction with the Finance Director.
There are established procedures for planning capital expenditure
and a framework of investment evaluation for approving capital

expenditure with appropriate authorisation for major expenditure

being approved by the Board.
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Cash flow statements and forecasts are prepared monthly and are used to ensure that the Group has adequate funds and resources for

the foreseeable future.

The process of assessing and addressing risk continued and the executive controls such as the budget cycle, internal audit programme,
monthly management meetings with business managers and weekly reviews of production data are embedded within the Group at all
levels. The Audit Committee and the Board continue to review a wide variety of external and operational risks and have addressed
through specific actions certain areas of concern. By its very nature, much of this work is an ongoing process and the Board will continue

to review the internal control systems in the future.

SHAREHOLDERS - The Company seeks to ensure all shareholders are kept informed of the Company’s affairs through its Interim

Report, annual Report and Accounts and the Group’s website www.dyson-group.com.

Our Annual General Meetings (which this year is to be held on Thursday 24 August having previously been held on the final Friday of
August for many years) have been well attended by private investors and the Board hopes that their participation will continue in the
future. The full Board attends and the Chairman and chairmen of any Board committee will be prepared to answer any relevant question
on the work of any Board committee and directors’ remuneration at the Annual General Meeting. Proxy voting figures are announced to

shareholders.

Your Chairman, Chief Executive and Finance Director as assisted by the Company’s financial advisers have been charged with the
specific responsibility for entering into a dialogue with our current and potential institutional investors and analysts. During the year
under review a number of presentations were made to institutional investors particularly in the period immediately following the
announcement of the Interim and Preliminary statement of annual results and dividends. The executive directors regularly provide written

reports on the views of major shareholders to the non-executive directors. Any shareholder wishing to communicate with any member of

the Board can do so by writing to the Company’s Registered Office.




INdependent 3Udifors’ repor - o e members of Duson Group pic

We have audited the Group financial statements of Dyson Group plc for the year ended 31 March 2006 which comprise the Consolidated

Income Statement, the Consolidated Statement of Recognised Income and Expense, the Consolidated Balance Sheet, the Consolidated

Cash Flow Statement and the related notes 1 to 28. These group financial statements have been prepared under the accounting policies

set out therein.

We have reported separately on the parent company financial statements of Dyson Group plc for the year ended 31 March 2006 and on

the information in the Directors’ Remuneration Report that is described as having been audited.

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit

work has been undertaken so that we might state to the company’s members those matters we are required to state to them in an

auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone

other than the company and the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors — The
directors are responsible for preparing the Annual Report and the
Group financial statements in accordance with applicable United
Kingdom law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union as set out in the

Statement of Directors’ Responsibilities.

Our responsibility is to audit the Group financial statements in
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 Group financial
statements give a true and fair view, the Group financial statements
have been properly prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation and that the information
given in the directors’ report is consistent with the financial

statements.

We also report to you if, in our opinion, we have not received all the
information and explanations we require for our audit, or if
information specified by law regarding director’s remuneration and

other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects
the company’s compliance with the nine provisions of the 2003 FRC

Combined Code specified for our review by the Listing Rules of the

Financial Services Authority, and we report if it does not. We are

not required to consider whether the Board’s statements on internal
control cover all risks and controls, or form an opinion on the
effectiveness of the Group’s corporate governance procedures or its

risk and control procedures.

We read other information contained in the Annual Report and
consider whether it is consistent with the audited group financial
statements. The other information comprises only the Chairman’s
Statement, Operating and Financial Review, Directors’ Report,
Directors’ Remuneration Report, Corporate Governance Statement,
Ten Year Financial Summary and the Notice of Annual General
Meeting. We consider the implications for our report if we become
aware of any apparent misstatements or material inconsistencies
with the Group financial statements. Our responsibilities do not

extend to any other information.

Basis of audit opinion — We conducted our audit in 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 Group financial statements. It also includes an assessment of
the significant estimates and judgments made by the directors in the
preparation of the Group financial statements, and of whether the
accounting policies are appropriate to the Group’s circumstances,

consistently applied and adequately disclosed.




We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the Group 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 Group financial statements.
Opinion — In our opinion:

e the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union,

of the state of the Group’s affairs as at 31 March 2006 and of its loss for the year then ended;

e the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4

of the IAS Regulation; and
e the information given in the directors’ report is consistent with the Group financial statements.

Ernst & Young LLP
Registered auditor

Leeds

22 June 2006
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Consolidated income statement - wor e uear ended 31 March 2006

2006 2005
Before Before
exceptional & Exceptional & exceptional &  Exceptional &
other items*  other items* Total other items* other items* Total
Note £000 £000 £000 £000 £000 £000
Revenue 2 59,305 - 59,305 59,040 - 59,040
Operating costs before exceptional
and other items* (54,147) - (54,147) (53,167) - (53,167)
Underlying operating profit 5,158 - 5,158 5,873 - 5,873
Exceptional items 4b - (5,951) (5,951) - (2,368) (2,368)
Share-based payment - (201) (201) - (73) (73)
Operating profit/(loss) 3,4a 5,158 (6,152) (994) 5,873 (2,441) 3,432
Finance costs 5a (1,412) - (1,412) (471) - (471)
Finance revenue 5b 284 - 284 138 - 138
Net finance costs (1,128) - (1,128) (333) - (333)
Profit/(loss) hefore taxation 4,030 (6,152) (2,122) 5,540 (2,441) 3,099
Taxation 7 (1,154) 1,406 252 (1,109) 680 (429)
Profit/(loss) for the financial year 2,876 (4,746) (1,870) 4,431 (1,761) 2,670
Attributable to:
Equity holders of the parent 2,911 (4,746) (1,835) 4,178 (1,761) 2,417
Minority interest (35) - (35) 253 - 253
2,876 (4,746) (1,870) 4,431 (1,761) 2,670
Earnings/(loss) per share 9.01p (5.68)p 13.51p 7.81p
Diluted earnings/(loss) per share 9 9.00p (5.67)p 13.39p 7.75p
Dividend per share 4.30p 4.30p 4.30p 4.30p

* “other items” comprises the share-based payment cost incurred under IFRS 2 (see note 27).




yeor ended 31 March 2006

Foreign exchange translation differences
Tax on foreign exchange translation differences
Actuarial gains on defined benefit pension plans

Tax on actuarial gains on defined benefit pension plans

Net income recognised directly in equity
(Loss)/profit for the financial year

Total recognised income and expense for the period

Attributable to:
Equity holders of the parent

Minority interest

Consolidated stalement of recognised income and expense - i he

2006 2005
£000 £000
1,356 (606)
- 252
436 1,014
(131) (305)
1,661 355
(1,870) 2,670
(209) 3,025
(174) 2,773
(35) 252
(209) 3,025




Consolidated balance sheel - as at 31 March 2006

2006 2005
Note £000 £000
Non-current assets
Intangible assets 10 16,074 12,599
Property, plant and equipment 11 44,635 38,388
Investment properties 12 187 337
Deferred tax assets 7 1,593 1,307
62,489 52,631
Current assets
Inventories 13 15,304 12,143
Trade and other receivables 14 15,623 15,749
Cash and short term deposits 16 2,760 328
33,687 28,220
Total assets 96,176 80,851
Current liahilities
Trade and other payables 15 (14,835) (11,252)
Financial liabilities 17 (3,413) -
(18,248) (11,252)
Non-current liahilities
Financial liabilities 17 (27,557) (22,725)
Retirement benefit obligations 26 (10,922) (11,982)
(38,479) (34,707)
Total liabilities (56,727) (45,959)
Net assets 39,449 34,892
Equity attributable to equity holders of the parent
Share capital 19 8,258 7,789
Share premium 19 22,173 16,725
Merger reserve 19 5,346 5,346
Capital redemption reserve 19 1,547 1,547
Foreign currency translation reserve 19 1,002 (354)
Retained earnings 19 1,251 3,932
Investment in own shares 19 (202) (202)
Dyson Group shareholders’ equity 39,375 34,783
Minority interest 74 109
Total equity 39,449 34,892

Approved by the Board on 22 June 2006.

C H B Honeyborne phD
Director

T M O’Brien Acis
Director




Consolidated cash flow stalement - for ihe uear ended 31 March 2006

2006 2005
Note £000 £000
Operating activities
Group operating (loss)/profit (994) 3,432
Adjustments to reconcile group operating profit to net cash inflows from operating activities
Impairment of intangible assets 1,481 -
Depreciation and impairment of property, plant and equipment 2,119 3,217
Profit on sale of plant and equipment (12) (13)
Profit on sale of investment properties (754) (2,948)
Increase in inventories (3,010) (3,252)
Decrease/(increase) in trade and other receivables 277 (1,989)
Increase/(decrease) in trade and other payables 3,585 (209)
Pension payments in excess of service cost (396) (441)
Share-based payment charge 201 73
Cash flow from operations 2,497 (2,130)
Income taxes (164) 1,378
Net cash flow from operating activities 2,333 (752)
Investing activities
Acquisition of property, plant and equipment (7,998) (11,191)
Acquisition of intangible assets (4,447) -
Proceeds from sale of investment properties 1,175 3,491
Proceeds from sale of property, plant and equipment 17 13
Interest received 55 138
Net cash flow from investing activities (11,198) (7,549)
Financing activities
Proceeds from issue of share capital 5,917 148
Proceeds from new loan 4,814 8,944
Issue cost of new long term loans - (272)
Interest paid (1,512) (928)
Equity dividends paid (1,352) (1,279)
Net cash flow from financing activities 7,867 6,613
Movement in cash and cash equivalents (998) (1,688)
Foreign exchange losses 17 127
Cash and cash equivalents at the start of the period 328 1,889
Cash and cash equivalents at the end of the period 16 (653) 328




Notes to the accounts

1 Accounting policies
Dyson Group plc (the “Company”’) is a company incorporated in the United Kingdom.
The Group financial statements consolidate those of the Company and its subsidiaries (together referred to as the “Group”).

The Group financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by the EU
(Adopted IFRSs) as they apply to the financial statements of the Group for the year ended 31 March 2006 applied in accordance with the
provisions of the Companies Act 1985. The Group’s financial statements for the year ended 31 March 2006 were authorised for issue by the
board of directors on 22 June 2006 and the balance sheet was signed on the Board’s behalf by Dr C H B Honeyborne and Mr T M Q’Brien.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these Group financial
statements and in preparing an opening IFRS balance sheet at the date of transition to Adopted IFRSs.

Significant accounting judgements and estimates — The key assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date that have a significant risk of causing a material adjustment to the carrying value of assets and liabilities
within the next financial year are discussed below:

Impairment of goodwill — The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
value in use of the cash-generating units to which the goodwill is allocated. Estimating the value in use requires the Group to make an estimate
of the future cash for the cash-generating unit and also to choose a suitable discount rate in order to calculate the present value of those cash
flows. The carrying value of goodwill and additional information is included in note 10.

Transition to Adopted IFRSs — The Group has prepared its financial statements in accordance with Adopted IFRSs for the first time and has
applied IFRS 1. An explanation of how the transition to Adopted IFRSs has affected the reported financial position, financial performance and
cash flows of the Group is provided in note 28.

IFRS 1 grants certain exemptions from some of the requirements of other IFRSs at the transition date. The following exemptions have been
taken in these financial statements:

* Business combinations — IFRS 3 Business combinations has not been applied to business combinations that took place prior to 1 April 2004.
e Cumulative translation differences — cumulative translation differences for all foreign operations have been set to zero at 1 April 2004.

e Share options — IFRS 2 Share-based payment has not been applied to any equity instruments that were granted on or before
7 November 2002.

e Fair value at the date of transition has been used as deemed cost of certain items of property, plant and equipment, as allowed under IFRS 1.

e All actuarial gains and losses as at 1 April 2004 the date of transition to Adopted IFRSs, were recognised. In respect of actuarial gains and
losses that arise subsequent to 1 April 2004 the Group recognises them in the period they occur directly into equity through the statement of

recognised income and expense.

Basis of consolidation — The Group financial statements consolidate the accounts of Dyson Group plc and all its subsidiaries drawn up to

31 March each year. Subsidiaries are entities controlled by the Group. Control exists when the Group has the power, directly or indirectly, to
govern the financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that
are currently exercisable or convertible are taken into account. Subsidiaries are consolidated from the date of their acquisition, being the date on
which the Group obtains control, and continue to be consolidated until the date that such control ceases. The financial statements of subsidiaries
are prepared for the same reporting date using consistent accounting policies. All inter-company balances and transactions are eliminated,
including unrealised profits arising from them.

Goodwill — All business combinations are accounted for by applying the purchase method. Any excess of the cost of a business combination over
the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities is recognised in the balance sheet as
goodwill.

After initial recognition, goodwill is stated at cost less any accumulated impairment losses. For the purpose of impairment testing goodwill is
allocated to the related cash-generating units monitored by management and is not amortised but is tested annually for impairment and

whenever events or changes in circumstances indicate that the carrying value may be impaired.

Goodwill recognised as an asset at 31 March 2004 is recorded at its carrying amount under UK GAAP and not amortised.




Notles to the accounts - continued

Intangible assets — Intangible assets acquired separately from a business are carried initially at cost. An intangible asset acquired as part of a
business combination is recognised outside goodwill if the asset is separable or arises from contractual or other legal rights and its fair value
can be measured reliably. Intangible assets are subsequently stated at cost less accumulated amortisation and impairment losses.

Expenditure on research activities is recognised in the income statement as an expense as incurred.

Development expenditure is recognised as an intangible asset only after its technical feasibility and commercial viability can be demonstrated.
The expenditure capitalised includes the cost of materials, direct labour and an appropriate proportion of overheads. Other development
expenditure is recognised in the income statement as an expense as incurred. Capitalised development expenditure is stated at cost less
accumulated amortisation and impairment losses.

Expenditure on internally generated goodwill and brands is recognised in the income statement as an expense as incurred.

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets. Intangible assets are
amortised from the date they are available for use. The estimated useful lives are as follows:

a) Intellectual property 5 years
b) Development costs 3 to 15 years

Investment properties — Certain of the Group’s properties are held for long term investment. Investment properties are stated at cost less
accumulated depreciation. Depreciation is charged on a straight-line basis over 50 years.

Property, plant and equipment — Property, plant and equipment are stated at cost less accumulated depreciation. Depreciation is provided at
rates calculated to write off the cost, less estimated residual value based on prices prevailing at the balance sheet date, of each asset evenly over
its expected useful life as follows:

Freehold buildings 20 to 50 years
Plant and equipment 3 to 25 years

No depreciation is provided on freehold land and assets in the course of construction.

Impairment — The carrying amounts of the Group’s assets other than inventories, financial assets within the scope of IAS 39 and deferred tax
assets, are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the
asset’s recoverable amount is estimated.

For goodwill, assets that have an indefinite useful life and intangible assets that are not yet available for use, the recoverable amount is estimated
at each balance sheet date, or more frequently if events or circumstances indicate that the carrying value may be impaired.

An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognised in the income statement.

A cash generating unit is the smallest identifiable group of assets that generates cash inflows that are largely independent of the cash inflows
from other assets or groups of assets.

Goodwill, assets that have an indefinite useful life and intangible assets that are not yet available for use were tested for impairment as at
1 April 2004, the date of transition to Adopted IFRSs, even though no indication of impairment existed.

Calculation of recoverable amount — The recoverable amount of assets and cash generating units is the higher of their fair value less costs to
sell and value in use. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. For an asset that does not generate
largely independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

Reversal of impairment — An impairment loss in respect of goodwill is not reversed. In respect of other assets, an assessment is made at each
reporting date as to whether there is an indication that a previously recognised impairment loss may no longer exist or may have decreased.

If such an indication exists the recoverable amount is estimated. A previously recognised impairment loss is reversed only if there has been a
change in the estimates used to determine the recoverable amount since the last impairment loss was recognised. If that is the case the carrying
value is increased to its recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been

determined, net of depreciation or amortisation, if no impairment loss had been recognised.




Interest — Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised as
part of the cost of that asset. The amount of borrowing costs eligible for capitalisation is determined in accordance with IAS 23.

Inventories — Inventories are stated at the lower of cost and net realisable value. Cost is based on the first-in first-out principle and includes all
costs incurred in bringing each product to its present location and condition. Net realisable value is based on estimated selling price less any
further costs expected to be incurred to completion and disposal.

Trade and other receivahles — Trade receivables, which generally have 30-90 day terms, are recognised and carried at original invoice amount
less an allowance for any uncollectable amounts. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off when identified.

Cash and cash equivalents — Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on
demand and form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for the purpose of
the statement of cash flows.

Interest-bearing borrowings — Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are stated at amortised cost with any difference between cost and redemption value being
recognised in the income statement over the period of the borrowings on an effective interest basis.

Taxation — Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities,
based on tax rates and laws that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is recognised on all temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
in the financial statements, with the following exceptions:

¢ where the temporary difference arises from the initial recognition of goodwill or of an asset or liability in a transaction that is not a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss;

e in respect of taxable temporary differences associated with investments in subsidiaries where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse in the foreseeable future; and

e deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected to apply when the related
asset is realised or liability is settled, based on tax rates and laws enacted or substantively enacted at the balance sheet date.

Income tax is charged or credited directly to equity if it relates to items that are credited or charged to equity. Otherwise income tax is
recognised in the income statement.

Foreign currencies — Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date. All foreign exchange
differences are recognised in the income statement, except where hedge accounting is applied and for exchange differences on monetary assets
and liabilities that form part of the Group’s net investment in a foreign operation. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are translated at the rate
of exchange ruling at the balance sheet date, with the income statement translated at the average rate for the year. The resulting exchange
differences are taken directly to a separate component of equity. They are released into the income statement upon disposal.

Investment in own shares — Dyson Group plc shares held by the Company and the Group are classified in shareholders’ equity as “investment in
own shares’ and are recognised at cost. Consideration received for the sale of such shares is also recognised in equity, with any differences
between the proceeds from sale and the original cost being taken to revenue reserves. No gain or loss is recognised in the performance
statements on the purchase, sale, issue or cancellation of equity shares.

Revenue recognition — Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Sale of goods — Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and can be

reliably measured.
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Interest — Revenue is recognised as the interest accrues (using the effective interest method that is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial instrument to the net carrying amount of the financial asset).

Dividends — Revenue is recognised when the shareholders’ right to receive the payment is established.

Rental income — Rental income arising from operating leases on investment properties is accounted for on a straight-line basis over the lease
term on ongoing leases.

Government grants — Government grants in respect of capital expenditure are treated as deferred income and credited to the income statement
account on a basis consistent with the depreciation policy. Grants of a revenue nature are credited to income in the period to which they relate.

Leases — Rentals payable under operating leases are charged in the income statement on a straight-line basis over the lease term.

Exceptional items — Exceptional items are those items of financial performance that the Directors consider should be separately disclosed to
assist in understanding the underlying trading and financial performance achieved by the Group, so as to facilitate comparison with prior periods
and to help assessment of trends in financial performance.

Underlying operating profit — Underlying operating profit is defined to be the operating profit before exceptional items and share-based
payment charges.

Retirement henefits — The Group operates two defined benefit pension schemes. Contributions are made to separately administered funds.

The Group’s net obligation in respect of defined benefit pension plans is calculated separately for each plan by estimating the amount of benefit
that employees have earned in return for their service in the current and prior periods; that benefit is discounted to determine its present value,
and the fair value of any plan assets (which is based on market price information or in the case of quoted securities is the published bid price) is
deducted. The defined benefit obligation discount rate is based on the yield at the balance sheet date on high quality corporate bonds that have
maturity dates approximating to the terms of the Group’s obligations. The calculation is performed by a qualified actuary using the projected unit
credit method, which attributes entitlement to benefits to the current period (to determine current service cost) and to the current and prior
periods (to determine the present value of defined benefit obligation) and is based on actuarial advice.

The expected return on plan assets is based on an assessment made at the beginning of the year of long term market returns on scheme assets,
adjusted for the effect on the fair value of plan assets of contributions received and benefits paid during the year.

Actuarial gains and losses are recognised in full in the statement of recognised income and expense in the period in which they occur.
Contributions to defined contribution schemes are recognised in the income statement in the period in which they become payable.

Share-based payment transactions — The fair value of options granted in respect of equity settled share-based payments is recognised as an
employee expense with a corresponding increase in equity. The fair value is measured at grant date and spread over the period during which the
employees become unconditionally entitled to the options. The fair value of the options granted is measured using an option valuation model,
taking into account the terms and conditions upon which the options were granted. The amount recognised as an expense is adjusted to reflect
the actual number of share options that vest except for awards where vesting is conditional upon the market condition, which are treated as
vesting irrespective of whether or not the market condition is satisfied, provided that all performance conditions are satisfied.

Non-current assets held for sale — A non-current asset or disposal group is classified as held for sale if its carrying amount will be recovered
principally through sale rather than through continuing use, it is available for immediate sale and sale is highly probable within one year.

A non-current asset or disposal group held for sale shall be measured at the lower of its fair value less costs to sell and its carrying amount.




New standards and interpretations not applied — During the year, the IASB and IFRIC have issued the following standards and interpretations

with an effective date after the date of these financial statements:

International Accounting Standards (IAS/IFRSs)

IFRS 1

IFRS 4

IFRS 6

IFRS 6

IFRS 7

IAS 1

IAS 21

IAS 39

IAS 39

IAS 39

Amendment relating to IFRS 6

Insurance Contracts (Amendment to IAS 39 and IFRS 4 — Financial Guarantee Contracts)

Exploration for and Evaluation of Mineral Assets

Amendment relating to IFRS 6

Financial Instruments: Disclosures

Amendment — Presentation of Financial Statements: Capital Disclosures
Amendment — The Effects of changes in Foreign Exchange Rates

Fair Value Option

Cash Flow Hedge Accounting

Amendment to TAS 39 and IFRS 4 — Financial Guarantee Contracts

International Financial Reporting Interpretations Committee (IFRIC)

IFRIC 4

IFRIC 5

IFRIC 6

IFRIC 7

IFRIC 8

IFRIC 9

Determining whether an arrangement contains a lease

Rights to Interests Arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

Liabilities arising from Participating in a Specific
Market — Waste Electrical and Electronic Equipment

Applying the Restatement Approach under IAS 29, Financial Reporting
in Hyperinflationary Economies

Scope of IFRS 2

Reassessment of embedded derivatives

IFRIC 8 and IFRIC 9 have not yet been endorsed by the EU.

The Directors do not anticipate that the adoption of these standards and interpretations will have a material impact on the Group’s financial

statements in the period of initial application.

Upon adoption of IFRS 7, the Group will have to disclose additional information about its financial instruments, their significance and the nature
and extent of risks that they give rise to. More specifically the Group will need to disclose the fair value of its financial instruments and its risk

exposure in greater detail. There will be no effect on reported income or net assets.

Effective date
1 January 2006
1 January 2006
1 January 2006
1 January 2006
1 January 2007
1 January 2007
1 January 2006
1 January 2006
1 January 2006

1 January 2006

1 January 2006

1 January 2006

1 December 2005

1 March 2006

1 May 2006

1 June 2006
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2 Revenue

Revenue disclosed in the income statement is analysed as follows:

2006 2005
£000 £000
Sale of goods 59,305 59,040
Revenue 59,305 59,040
Finance revenue 284 138
Total revenue 59,589 59,178

3 Segmental analyses

Segment reporting is presented in respect of the Group’s business and geographical segments. The primary format, business segments, is based on
the Group’s management and internal reporting structure.

Inter-segment pricing is determined on an arms length basis.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.
Unallocated items comprise mainly taxation, interest bearing loans and borrowings.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are expected to be used for more than one
period.

Business segments — The Group is comprised of the following main business segments:

Performance Materials — Contains the following principal businesses:

e Saffil high alumina fibre business based in the United Kingdom, South Africa, United States and Japan, supplying the automotive catalytic
converter market and the high temperature insulation markets.

e Millennium Materials specialist ceramics and metal matrix composite (MMC) business based in the United States, primarily developing hard
disk drive substrates.

e Specialist ceramics businesses based in the United Kingdom supplying the catalyst and other markets.

Thermal Technologies — Contains the following principal businesses:

e Kiln furniture business based in the United Kingdom.

e Precision ceramics supplying the steel and glass sectors based in the United Kingdom and Indonesia.
* Holloware business based in the United Kingdom supplying the steel sector.

e Refractory brick business based in the United Kingdom.

Distribution — Builders merchant business based in the United Kingdom.

Geographical segments — All businesses operate in the United Kingdom except where noted above.




By husiness segment Performance Materials Thermal Technologies Distribution Consolidated

2006 2005 2006 2005 2006 2005 2006 2005
£000 £000 £000 £000 £000 £000 £000 £000
Segment revenue 27,521 23,940 25,157 28,560 6,627 6,540 59,305 59,040
Segment result before pension
and exceptional items 5,567 4,416 1,377 3,356 565 702 7,509 8,474
Defined benefit pension charge (265) (194) (649) (633) - - (914) (827)
Exceptional items:
Business reorganisation (1,486) (1,454) (3,135) (3,862) - - (4,621) (5,316)
Insurance claim (603) - - - - - (603) -
Goodwill impairment - - (1,481) - - - (1,481) -
Profit on sale of investment properties - - 754 2,948 - - 754 2,948
Segment result 3,213 2,768 (3,134) 1,809 565 702 644 5,279
Central costs (1,437) (1,774)
Share-based payment (201) (73)
Operating (loss)/profit (994) 3,432
Net finance costs (1,128) (333)
Taxation 252 (429)
(Loss)/profit for the financial year (1,870) 2,670
Segment assets 71,938 47,761 20,875 24,318 4,457 3,449 97,270 75,528
Unallocated assets (1,094) 5,323
Total assets 96,176 80,851
Segment liabilities 8,179 5,794 14,516 15,371 1,078 1,019 23,773 22,184
Unallocated liabilities 32,954 23,775
Total liabilities 56,727 45,959
Other segmental information
Capital expenditure
Property, plant and equipment 6,614 7,570 1,438 1,044 44 122 8,096 8,736
Intangible assets 4,447 - - - - - 4,447 -
Depreciation 1,055 612 544 347 89 70 1,688 1,029
Impairment losses property, plant and equipment - - 431 2,188 - - 431 2,188
Impairment losses goodwill - - 1,481 - - - 1,481 -
By geographical segment United Kingdom Asia Pacific & Africa America Total
2006 2005 2006 2005 2006 2005 2006 2005
£000 £000 £000 £000 £000 £000 £000 £000
Revenue from external customers 42,482 44,850 14,183 13,651 2,640 539 59,305 59,040
Segment assets 68,638 56,740 15,903 8,354 12,729 10,434 97,270 75,528
Capital expenditure
Property, plant and equipment 4,052 7,154 3,003 751 1,041 831 8,096 8,736

Intangible assets 4,447 - - - - - 4,447 -




Notles to the accounls - confinued

4a Operating (loss)/profit

2006 2005

£000 £000
Revenue 59,305 59,040
Cost of sales (40,195) (37,323)
Gross profit 19,110 21,717
Distribution costs (3,298) (3,435)
Administrative expenses (16,806) (14,850)
Operating (loss)/profit (994) 3,432
Operating (loss)/profit is stated after charging/(crediting) the following:
Auditors’ remuneration 184 100
Auditors’ remuneration for non-audit services 99 150
Goodwill impairment 1,481 -
Depreciation of property, plant and equipment 1,688 1,029
Profit on sale of plant and equipment (12) (13)
Profit on sale of investment properties (754) (2,948)
Impairment loss 431 2,188
Operating lease rentals — plant and equipment 147 195
Operating lease rentals — land and buildings 265 235
Foreign exchange losses 25 127
Research and development 714 3,965

4h Exceptional items

Exceptional items are those items of financial performance that the Director’s consider should be separately disclosed to assist in understanding
the underlying trading and financial performance achieved by the Group, so as to facilitate comparison with prior periods and to help assessment
of trends in financial performance.

Business reorganisation and closure costs 4,621 5,316
Insurance claim proceeds (1,750) -
Insurance claim costs 2,353 -
Goodwill impairment 1,481 -
Profit on sale of investment property (754) (2,948)

5,951 2,368

The above exceptional items are analysed between the business segments in note 3.

Business reorganisation and closure costs in the Thermal Technologies segment in the current year predominantly relate to the closure of the
refractory brick business and closure of one of the precision ceramics businesses. In the prior year these costs predominantly relate to the closure
of a kiln furniture factory and a domestic ceramics production facility.

Business reorganisation and closure costs in the performance materials segment in the current and prior year relate to the termination of a
Japanese manufacturing agreement with a third party and consequential costs of changing the method of supplying the Asian market.

The insurance claim costs relate to a warehouse fire against which the Group was fully insured, but the claim is being accounted for on a prudent

basis since discussions are still ongoing with the insurers.




5a Finance costs

2006 2005
£000 £000
Bank loan and overdraft interest 1,412 392
Pensions — net finance cost (see note 26d) - 79
1,412 471
In addition to the above, interest payable of £100,000 (2005: £536,000) was capitalised during the year at a rate of 5% (2005: 4.5%).
5b Finance revenue
Bank interest 13 3
Other interest 42 135
Pensions — net finance income (see note 26d) 229 -
284 138
6 Employee costs and directors’ remuneration
2006 2005
No. No.
The average number of persons employed by the Group during the year was as follows:
Performance Materials 197 311
Thermal Technologies 440 569
Distribution 23 23
660 903
2006 2005
£000 £000
The aggregate payroll costs of these persons were as follows:
Wages and salaries 13,626 15,911
Social security costs 1,128 1,305
Defined benefit pension costs 914 827
Other pension costs 90 109
15,758 18,152

Included in wages and salaries is a total expense of share-based payments of £201,000 (2005: £73,000) which arises from transactions
accounted for as equity-settled share-based payment transactions.

Details of directors’ emoluments are included within the Directors’ Remuneration Report.
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7 Taxation
2006 2005
£000 £000
a) Tax on profit on ordinary activities
Tax charged in the income statement
Current tax expense
UK Corporation tax - -
Foreign tax: 76 58
Current income tax charge 76 58
Amount underprovided in previous years 89 81
Total current tax 165 139
Deferred tax
Origination and reversal of temporary differences (339) 688
Amount overprovided in previous years (78) (398)
Total deferred tax (417) 290
Taxation (credit)/charge in income statement (252) 429
Tax relating to items charged or credited to equity
Deferred tax:
Actuarial gains on pension scheme 131 305
Foreign exchange gains/(losses) - (252)
Tax charge in the statement of recognised income and expense 131 53

b) Reconciliation of the total tax charge

The tax expense in the income statement for the year is different to the standard rate of corporation tax in the UK of 30% (2005: 30%).
The differences are reconciled below:

(Loss)/profit before taxation (2,122) 3,099

(Loss)/profit before taxation multiplied by the standard rate

of corporation tax in the UK of 30% (637) 930
Effects of:
Current tax underprovided in previous years 89 81
Deferred tax overprovided in previous years (78) (398)
Items non-deductible for tax purposes 156 49
Deferred tax assets not recognised 284 52
Capital gains benefit of indexing and rebasing (14) (285)
Difference in tax rates in respect of overseas jurisdictions (52) -

Taxation (credit)/charge in income statement (252) 429




c¢) Deferred taxation
Deferred tax is included in the balance sheet as follows:

2006 2006 2005
movement movement movement
2006 2005 in in income in income
net net equity statement statement
£000 £000 £000 £000 £000

Deferred income tax liabilities
Accelerated capital allowances (3,625) (2,618) - (1,007) (1,136)
Other temporary differences (888) (396) - (492) (270)
Rolled over capital gains (1,241) (1,241) - - (94)
Deferred income tax liabilities (5,754) (4,255) - (1,499) (1,500)

Deferred income tax assets

Tax losses 4,691 2,304 - 2,387 1,499
Less not recognised (622) (337) - (285) (202)
Tax losses recognised 4,069 1,967 - 2,102 1,297
Pension 3,278 3,595 (131) (186) (87)
Deferred income tax assets 7,347 5,562 (131) 1,916 1,210
Net deferred tax asset 1,593 1,307 (131) 417 (290)

The tax losses not recognised of £622,000 (2005: £337,000) arose in overseas jurisdictions and are available indefinitely for offset against
future taxable profits of the companies in which the losses arose. Deferred tax assets have not been recognised in respect of these losses as they
may not be used to offset taxable profits elsewhere in the Group.

d) Temporary differences associated with group investments

There are no temporary differences associated with investments in subsidiaries.

There are no income tax consequences attaching to the payment of dividends by the Group to its shareholders.

8 Dividends
2006 2005
£000 £000
The dividends declared and paid during the year are:
Equity dividends on Ordinary shares:
Final dividend for 2005 of 3.25 pence per Ordinary share (2004: 3.1p) 1,007 954
Interim dividend for 2006 of 1.05 pence per Ordinary share (2005: 1.05p) 345 325
1,352 1,279

Proposed for approval by shareholders at the AGM:
Final dividend for 2006 of 3.25 pence per Ordinary share
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9 Earnings per share

Basic earnings per share — The calculation of basic earnings per share at 31 March 2006 was based on the loss attributable to Ordinary
shareholders of £1,835,000 (2005: £2,417,000 profit) and a weighted average number of Ordinary shares outstanding during the year ended

31 March 2006 of 32,298,000 (2005: 30,929,000).

Earnings per share hefore exceptional and other items — In order to understand better the underlying performance of the business, an adjusted

earnings per share figure has been calculated. The calculation of underlying earnings per share at 31 March 2006 was based on the profit before

exceptional items and share-based payment charges attributable to Ordinary shareholders of £2,911,000 (2005: £4,178,000) and a weighted

average number of Ordinary shares outstanding during the year ended 31 March 2006 of 32,298,000 (2005: 30,929,000).

2006 2005

£000 £000
(Loss)/profit attributable to equity holders of the parent (1,835) 2,417
Exceptional items and share-based payments after tax attributable to equity holders of the parent 4,746 1,761
Profit attributable to equity holders of the parent before exceptional items and share-based payments 2,911 4,178
Adjusted earnings per share
Basic 9.01p 13.51p
Diluted 9.00p 13.39p

Diluted earnings per share —The calculation of diluted earnings per share at 31 March 2006 was based on the loss attributable to Ordinary

shareholders of £1,835,000 (2005: £2,417,000 profit) and a weighted average number of Ordinary shares outstanding during the year ended

31 March 2006 of 32,344,000 (2005: 31,194,000). The calculation of diluted earnings per share before exceptional and other items at

31 March 2006 was based on the profit before exceptional items and share based payment charges attributable to Ordinary shareholders of
£2,911,000 (2005: £4,178,000) and a weighted average number of Ordinary shares outstanding during the year ended 31 March 2006 of

32,344,000 (2005: 31,194,000).

2006 2005
No. 000 No. 000
Basic weighted average number of Ordinary shares 32,298 30,929
Dilutive potential Ordinary shares relating to employee share options 46 265
Weighted average number of Ordinary shares (diluted) 32,344 31,194

10 Intangible assets

Development
Goodwill costs Total
£000 £000 £000
Cost

Balance at 1 April 2004 12,766 — 12,766
Effects of movements in foreign exchange (167) - (167)
Balance at 31 March 2005 12,599 - 12,599
Balance at 1 April 2005 12,599 - 12,599
Additions - 4,447 4,447
Effects of movements in foreign exchange 509 - 509
Balance at 31 March 2006 13,108 4,447 17,555




Development

Goodwill costs Total
£000 £000 £000
Amortisation and impairment
Balance at 1 April 2004 - - -
Charge for the year — _ _
Balance at 31 March 2005 - - -
Balance at 1 April 2005 - - -
Impairment loss 1,481 - 1,481
Balance at 31 March 2006 1,481 - 1,481
Net book value
At 1 April 2004 12,766 - 12,766
At 31 March 2005 and 1 April 2005 12,599 - 12,599
At 31 March 2006 11,627 4,447 16,074

Goodwill acquired through business combinations has been allocated for impairment testing purposes to six cash-generating units. The carrying

value allocated to each is as follows:

2006 2005

£000 £000

Millennium Materials specialist ceramics and metal matrix composite business 6,940 6,431
Saffil high alumina fibre business 1,005 1,005
Automotive catalytic converter wrap business 609 609
Kiln furniture manufacturing business 2,819 2,819
Domestic ceramics business - 1,167
Other Thermal Technologies businesses 254 568
11,627 12,599

These represent the lowest level within the Group at which goodwill is monitored for internal management purposes.
There are no other intangible assets with indefinite useful lives.

The recoverable amount of each of these units has been determined based upon a value in use calculation using risk-adjusted cash flow projections
based upon financial budgets approved by the Board. The approach and key assumptions are consistent to those used in prior years.

Key assumptions used in value in use calculations

Discount rates —The discount rate applied to the cash flow projections is 10%. This is the Group’s weighted average cost of capital adjusted to
reflect market assessment of specific risks associated with the cash flows.

Periods over which projected cash flows are based on approved financial budgets — The period over which projected cash flows are based on
financial budgets approved by the Board is five years in respect of Millennium Materials and two years in respect of other businesses.

Growth rate used to extrapolate cash flows heyond the budget period — The growth rate used to extrapolate cash flow projections beyond the
budget period for all cash-generating units is below the long term average growth rate for the countries in which the businesses operate and is
considered to be a representative rate for the markets to which these cash generating units are dedicated. Growth rates have been assessed
individually for each cash-generating unit.

Sensitivity to changes in assumptions — As noted below, there has been an impairment loss recognised in the year ended 31 March 2006 in two
of the cash generating units. To the extent that any goodwill remains in these units at 31 March 2006, any adverse change to key assumptions

could cause a further impairment loss to be recognised.
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Management believe that it is unlikely that any reasonably possible change in the key assumptions would cause the carrying value of any of the
other cash generating units to exceed its recoverable amount.

Impairments during the year — An impairment loss of £1,167,000 has been incurred in relation to the Domestic ceramics business caused by
low cost competition in China.

An impairment loss of £314,000 has been incurred in other Thermal Technologies businesses due to business closures.

11 Property, plant and equipment

Assets in
Freehold Plant & course of
properties equipment construction Total
£000 £000 £000 £000
Cost
At 1 April 2004 8,167 24,643 16,183 48,993
Additions 48 2,700 5,988 8,736
Transfer 127 1,656 (1,783) -
Disposals - (160) - (160)
Exchange movements 47) (375) (3) (425)
At 31 March 2005 8,295 28,464 20,385 57,144
At 1 April 2005 8,295 28,464 20,385 57,144
Additions 59 4,397 3,640 8,096
Transfer 581 19,979 (20,560) -
Transfer to investment properties (325) - - (325)
Disposals - (99) - (99)
Exchange movements - 677 - 677
At 31 March 2006 8,610 53,418 3,465 65,493
Accumulated depreciation
At 1 April 2004 3,350 12,626 - 15,976
Charge for the year 54 975 - 1,029
Impairment loss - 2,188 - 2,188
Disposals - (160) - (160)
Exchange movements (7) (270) - (277)
At 31 March 2005 3,397 15,359 - 18,756
At 1 April 2005 3,397 15,359 - 18,756
Charge for the year 66 1,622 - 1,688
Impairment loss - 431 - 431
Transfer to investment properties (54) - - (54)
Disposals - (94) - (94)
Exchange movements - 131 - 131
At 31 March 2006 3,409 17,449 - 20,858
Net book value
At 1 April 2004 4,817 12,017 16,183 33,017
At 31 March 2005 and
1 April 2005 4,898 13,105 20,385 38,388

At 31 March 2006 5,201 35,969 3,465 44,635




The impairment loss during the year of £431,000 and of £2,188,000 in the prior year arose on reducing the carrying value of certain assets in
the Thermal Technologies segment to their recoverable amount (based on its fair value less costs to sell) as a result of the business reorganisations
and closures referred to in note 4b. The fair value less costs to sell has been assessed to be £nil, based upon an assessment of the market for used
industrial equipment of the types involved.

The cost of fully depreciated assets at 31 March 2006 was £12,896,000 (2005: £11,933,000).
The cost of property, plant and equipment at 31 March 2006 includes capitalised interest of £1,010,000 (2005: £910,000).

The carrying value of property, plant and equipment which is carried at deemed cost at the date of transition to Adopted IFRSs on 1 April 2004
amounted to £1,743,000, the aggregate adjustment to the carrying amount reported under previous GAAP was a reduction of £889,000.

12 Investment properties

2006 2005
£000 £000
Cost
At 1 April 337 880
Transferred from property, plant and equipment 325 -
Disposals (475) (543)
At 31 March 2006 187 337
Depreciation
At 1 April - -
Transferred from property, plant and equipment 54 -
Disposals (54) -

At 31 March 2006 - -

The fair value of investment properties at 31 March 2006 was £1,899,000 (2005: £2,049,000). These amounts are based upon valuations
prepared by external valuers on a market value basis. Rental income of £117,000 (2005: £125,000) was received in the year.

13 Inventories

Raw materials and consumables 3,890 4,836
Work in progress 1,361 1,236
Finished goods and goods for resale 10,053 6,071

15,304 12,143

Inventories write-downs to the value of £593,000 were recognised as expenses in the year (2005: £683,000). The cost of inventories recognised
as an expense in the year was £38,185,000 (2005: £35,457,000).

14 Trade and other receivables

Trade receivables 14,001 15,078
Other receivables 1,175 306
Prepayments and accrued income 447 365

15,623 15,749
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15 Trade and other payables

2006 2005
£000 £000
Trade payables 8,002 6,617
Other payables 990 346
Other taxes and social security 496 484
Accruals 5,347 3,805
14,835 11,252
16 Cash and short term deposits
Cash at bank and in hand 2,760 328
Cash at bank earns interest at floating rates based upon daily bank deposit rates.
For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise the following at 31 March:
Cash at bank and in hand 2,760 328
Bank overdraft (3,413) -
Cash and cash equivalents per cash flow statement (653) 328
17 Financial liabilities
Current
Bank overdraft 3,413 -
Non-current
Unsecured bank loans 27,557 22,725
The maturity of bank loans and overdrafts was:
In one year or less, or on demand 3,413 -
Between one and two years - —
Between two and five years 27,557 22,725
In five years or more - -
Total 30,970 22,725

The bank overdrafts bear interest at bank base rates plus a 1% margin.

The unsecured bank loans bear interest at LIBOR plus 1% and are repayable on 15 June 2009.

At 31 March 2006, the Group had £7,178,000 of undrawn committed bank loans (2005: £7,000,000) expiring in more than two years (2005:
expiring in more than two years).




18 Financial instruments

Treasury management — The Group’s treasury activities are targeted to provide suitable and flexible funding arrangements to satisfy the Group’s
requirements. In addition, interest rate risks, liquidity risks and foreign currency translation risks are managed at a Group level.

Interest rate risk — The Group finances its activities through a mixture of retained profits and bank borrowings. The interest rate profile of the
financial liabilities of the Group at 31 March, was as follows:

Floating rate
Year ended 31 March 2006

Within 3-4 4-5
1 year years years Total
£000 £000 £000 £000
Cash 2,760 - - 2,760
Bank overdraft (3,413) - - (3,413)
Unsecured bank loans - (27,557) - (27,557)
Floating rate
Year ended 31 March 2005
Within 3-4 4-5
1 year years years Total
£000 £000 £000 £000
Cash 328 - - 328
Unsecured bank loans - - (22,725) (22,725)

Currency risk — The Group has invested in operations outside the United Kingdom and also buys and sells goods denominated in currencies other
than sterling. The Group policy is not to hedge investments in overseas investments and to consider transactional hedging on an individual contract
basis. There were no financial assets or financial liabilities for which hedge accounting had been used at the year end.

Credit risk — There are no significant concentrations of credit risk within the Group. The maximum credit risk exposure relating to financial assets
is represented by carrying value at the balance sheet date.

Liquidity risk — The Group policy is to manage liquidity risk so as to ensure sufficient funds are available to meet foreseeable needs. The maturity
profile of the Group debt and borrowing facilities is set out in note 17.

Fair values of financial assets and liahilities — At 31 March 2006 there are no significant differences between the fair value and market value
of the Group’s financial assets and liabilities (2005: no significant differences).




19 Reconciliation of movement in equity

Notles to the accounts - continued

Foreign
Capital  currency Investment
Share Share Merger redemption translation  Retained in own Minority Total
capital  premium reserve reserve reserve  earnings shares Total interest equity
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Balance at 1 April 2004 7,735 16,631 5,346 1,547 - 2,011 (202) 33,068 (143) 32,925
Shares issued 54 94 - - - - - 148 - 148
Total recognised income and expense - - - - (354) 3,127 - 2,773 252 3,025
Share-based payment - - - - - 73 - 73 - 73
Dividends to shareholders - - - - - (1,279) - (1,279) - (1,279)
Balance at 31 March 2005 7,789 16,725 5,346 1,547 (354) 3,932 (202) 34,783 109 34,892
Balance at 1 April 2005 7,789 16,725 5346 1,547 (354) 3,932 (202) 34,783 109 34,892
Shares issued 469 5,448 - - - - - 5,917 - 5,917
Total recognised income and expense - - - - 1,356  (1,530) - (174) (35) (209)
Share-based payment - - - - - 201 - 201 - 201
Dividends to shareholders - - - - - (1,352) - (1,352) - (1,352)
Balance at 31 March 2006 8,258 22,173 5,346 1,547 1,002 1,251 (202) 39,375 74 39,449
20 Share capital and reserves
Share capital 2006 2005 2006 2005
No. 000 No. 000 £000 £000
Authorised
Ordinary shares of 25 pence each 41,000 41,000 10,250 10,250
Allotted, called up and fully paid Ordinary shares of 25 pence each
At 1 April 31,155 30,939 7,789 7,735
Shares issued in the year 1,877 216 469 54
At 31 March 33,032 31,155 8,258 7,789

The holders of Ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at meetings
of the Company.

Details of outstanding share options are disclosed in note 27.

On 14 July 2005, the Company issued 1,877,615 Ordinary shares for a consideration of £5,917,000 settled in cash. The premium, net of
expenses, arising on issue of these shares of £5,448,000 was taken to the share premium account as shown in note 19.

On 7 July 2004, the Company issued 215,280 Ordinary shares. The premium net of expenses, arising on these shares of £94,000 was taken to the
share premium account as shown in note 19.

Merger reserve — A merger reserve was established to account for the premium on shares issued as initial consideration and as subsequent
contingent consideration for Millennium Materials Inc. acquired on 24 July 2001.

Capital redemption reserve — The capital redemption reserve is required to maintain the level of non-distributable reserves when the Company
purchases its own shares.

Foreign currency translation reserve — The translation reserve comprises all foreign exchange differences arising from the translation of the
financial statements of foreign operations, as well as from the translation of monetary assets and liabilities that form part of the Group’s net

investment in a foreign operation.




Investment in own shares — Ordinary shares of Dyson Group plc held by The Dyson Group Employee Trust are included as a deduction in
reserves in both the Group and Company. This trust was established to provide share benefits to employees of the Group. The number of shares
held in the trust is 168,660 and the market value is £659,000. Dividends of £7,000 on the shares have been waived.

21 Capital commitments

Capital commitments contracted at 31 March 2006 for which no provision has been made were £1,827,000 (2005: £934,000).

22 Operating lease commitments

The Group has entered into commercial leases on certain properties, motor vehicles and items of machinery. These leases have an average duration
of between 3 and 5 years. There are no significant leases with options of renewal. There are no restrictions placed upon the lessee by entering into

these leases.

Future minimum rentals payable under non-cancellable operating leases are as follows:

2006 2005
£000 £000
Not later than one year 688 782
After one, but not more than five years 1,185 1,524
After five years - 121
1,873 2,427

23 Contingencies

Contingent liabilities exist in certain of the subsidiary undertakings in relation to bonds and guarantees. These total £65,000 (2005: £46,000).

24 Related parties

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not disclosed in
this note.

During the year, the directors were remunerated for services provided to the Group. This is disclosed in the Directors’ Remuneration Report.

The directors are considered to be key management personnel.
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25 Principal subsidiary undertakings
The main trading subsidiary undertakings are shown below. Subsidiary undertakings whose results are not significant have been omitted.
All the subsidiary undertakings are wholly owned except P.T. Dyson Zedmark Indonesia Limited in which the Group has a 51 per cent interest.

The financial year end of P.T. Dyson Zedmark Indonesia Limited is 31 December. All holdings are of Ordinary shares.

Performance Materials Division: Incorporated in Business activity
Dytech Corporation Limited Great Britain Specialist ceramics
Millennium Materials Inc (*) USA Specialist ceramics
Saffil America Inc USA Distributor of catalytic converter parts
Saffil Automotive Limited (*) Great Britain Manufacturer of catalytic converter parts
Saffil Automotive South Africa (Pty) Limited (*) South Africa Manufacturer of catalytic converter parts
Saffil Limited Great Britain Manufacturer of high alumina fibre
Saffil Japan Limited (*) Japan Distributor of high alumina fibre

Thermal Technologies Division:
Dyson Industries Limited Great Britain Manufacturer of industrial ceramics
P.T. Dyson Zedmark Indonesia Limited (*) Indonesia Manufacturer of industrial ceramics
Distribution Division:

The Builders Centre (Sheffield) Limited Great Britain Builders merchants

(*) denotes companies some or all of whose shares are owned by a subsidiary

26 Employee henefits

Defined henefit pension scheme — The Group operates two defined benefit pension schemes, which are funded by the payment of contributions
to separately administered trust funds.

Pension costs are determined with the advice of an independent qualified actuary on the basis of a triennial valuation using the projected unit
credit method. The latest formal actuarial valuations of the schemes were carried out as at 5 April 2003. These valuations were updated to the
year end. Plan assets are stated at fair value at the respective balance sheet dates and overall expected rates of return are established by applying
published brokers’ forecasts to each category of scheme assets.

2006 2005
£000 £000
a) Change in benefit obligation

Benefit obligation at beginning of year 58,332 55,389
Current service cost 914 827
Interest cost 3,250 3,136
Member contributions 246 289
Actuarial losses 8,186 1,406
Benefits paid from plan (2,700) (2,715)

Benefit obligation at end of year 68,228 58,332




b) Change in plan assets
Fair value of plan assets at beginning of year
Expected return on plan assets
Actuarial gains on plan assets
Employer contributions
Member contributions
Benefits paid from plan

Fair value of plan assets at end of year

¢) Amounts recognised in the balance sheet

Plans that are wholly unfunded and plans that are wholly or partly funded
Present value of funded obligations
Fair value of plan assets

Net liability recorded in the balance sheet

d) Components of pension cost

Amounts recognised in the income statement
Current service cost
Interest cost
Expected return on plan assets

Total pension cost recognised in the income statement

Actual return on assets
Actual return on plan assets

Amounts recognised in statement of recognised income and expense
Actuarial gains immediately recognised
Cumulative amount of actuarial gains and losses recognised

2006 2005
£000 £000
46,350 42,031
3,479 3,057
8,622 2,420
1,309 1,268
246 289
(2,700) (2,715)
57,306 46,350
(68,228) (58,332)
57,306 46,350
(10,922) (11,982)
914 827
3,250 3,136
(3,479) (3,057)
685 906
12,101 5,477
436 1,014
1,450 1,014

The directors are unable to determine how much of the pension scheme deficit recognised on transition to IFRSs and taken directly to equity of

£13,324,000 is attributable to actuarial gains and losses since inception of those pension schemes. Consequently the directors are unable to

determine the amounts of actuarial gains and losses that would have been recognised in the statement of recognised income and expense before

1 April 2004.

e) Principal actuarial assumptions
Weighted-average assumptions to determine defined benefit obligations
Discount rate
Rate of salary increase
Rate of price inflation
Mortality rates:
Current pensioners
Male
Female
Future pensioners
Male
Female
Weighted-average assumptions to determine cost
Discount rate
Expected long term rate of return on plan assets during financial year
Rate of compensation increase

Rate of price inflation

2006 2005
5.00% 5.65%
3.10% 3.00%
2.85% 2.75%
17.0yrs 17.0yrs
20.0yrs 20.0yrs
19.4yrs 19.4yrs
22.4yrs 22.4yrs
5.65% 5.75%
7.41% 7.38%
3.00% 2.95%
2.75% 2.70%
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2006
f) Plan Assets
Asset Category Percentage of Expected Return
Plan Assets on Plan Assets
Equity Securities 87.32% 7.90%
Debt Securities 5.86% 4.50%
Property 3.67% 7.90%
Other 3.15% 4.50%
Total 100.00% 7.60%

The expected rates of return on plan assets are determined by reference to relevant indices.

The overall expected rate of return is calculated by weighting the individual rates in accordance with the anticipated balance in the plan’s

investment portfolio.

The plans have not invested in any of the Group’s own financial instruments nor in any properties or other assets used by the Group.

2006 2005
£000 £000
g) History of experience gains and losses

Fair value of scheme assets 57,306 46,350
Present value of defined benefit obligation (68,228) (58,332)
Deficit on the scheme (10,922) (11,982)
Experience losses arising on plan liabilities (8,186) (1,406)
Experience gains arising on plan asset 8,622 2,420

The Group expects to contribute approximately £1,300,000 to its defined benefit plans in the next financial year.

27 Share-hased payments

The Group operates two Employee Share Option Schemes (referred to below as the “ESOS” scheme and the 2004 ESOS” scheme) that entitle
the executive directors to purchase shares in Dyson Group plc. In accordance with these schemes options are exercisable at the market price of the

shares at the date of grant.

The recognition and measurement principles in IFRS 2 have not been applied to share options granted before 7 November 2002 in accordance

with the exemptions in IFRS 1.
The expense recognised for share-based payments for the year to 31 March 2006 is £201,000 (2005: £73,000).

The terms and conditions of the grants are as follows, whereby all options are settled by physical delivery of shares:

Number of Vesting Exercise
Grant date instruments conditions Vesting period period
ESOS
02 July 2003 115,232 EPS growth 3 years from grant date 7 years
06 July 2004 96,095 EPS growth 3 years from grant date 7 years
14 December 2004 51,765 EPS growth 3 years from grant date 7 years
04 July 2005 142,334 EPS growth 3 years from grant date 7 years

Total ESOS share options 405,426




Number of Vesting Exercise
Grant date instruments conditions Vesting period period
2004 ESOS
Total shareholder
return (TSR) 3 years from start of
14 December 2004 1,000,000 performance performance period 7 years
Total 2004 ESOS share options 1,000,000

Total share options 1,405,426

The above figures exclude share options that were exercised or lapsed prior to 1 April 2004.

The following table illustrates the number and weighted average exercise prices (WAEP) of and movements in share options during the year:

Weighted Weighted
average Number of average Number of
exercise price options  exercise price options
2006 2006 2005 2005
£ 000 £ 000
Qutstanding at beginning of period 2.83 1,594 1.15 661
Exercised during period 1.13 (331) 0.69 (215)
Granted during period 3.59 142 3.39 1,148
Outstanding at end of period? 3.31 1,405 2.83 1,594
Exerciseable at end of period - - 1.13 331

1Included within this balance are options over nil shares (2005: 331,000) shares that have not been recognised in accordance with IFRS 2 as the

options were granted before 7 November 2002.

The weighted average share price at the date of exercise of share options exercised during the period was £3.70 (2005: £3.00).

The weighted average fair value of options granted in the period was £0.63 (2005: £0.48).

The options outstanding at 31 March 2006 have an exercisable price in the range £2.97 to £3.59 and a weighted average contractual life of

8.5 years (2005: 7.7 years).

Fair value of share options and assumptions

ESOS — The vesting of share options granted under the ESOS scheme is dependent on EPS growth. The estimate of the fair value of equity-settled

share options is made at the date of grant using a binomial lattice model. The contractual life of the option (10 years) is used as an input into

this model.

Fair value at measurement date

Share price
Exercise price

Expected volatility (expressed as weighted average volatility used in the
modelling under binomial lattice model)

Option life in years
Expected dividends
Risk free rate of return

31 March
2006
£0.63

31 March
2005
£0.55

£3.59
£3.59

21.0%
3.0
1.2%
4.5%

£3.14
£3.13

19.6%
3.0
1.3%
4.8%
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2004 ESOS - The vesting of share options granted under the 2004 ESOS scheme is dependent on TSR performance against a peer group and is
classified as a market condition. The estimate of the fair value of equity-settled share options is made at the date of grant using a Monte Carlo
simulation model. The contractual life of the option (10 years) is used as an input into this model.

31 March 31 March
2006 2005
Fair value at measurement date - £0.47
Share price - £3.43
Exercise price - £3.43
Expected volatility (expressed as weighted average volatility used in the
modelling under binomial lattice model) - 19.4%
Option life in years - 4
Expected dividend yield - 1.2%
Risk free rate of return - 4.5%

The options are held by two individuals in the Group and the expected life is based on their intentions both under the ESOS and 2004 ESOS
schemes.

The expected volatility is based on the historic volatility computed using daily spot share prices to determine the weighted average historical
volatility at the date of grant of each option. The expected volatility reflects the assumption that the historic volatility is indicative of future trends
which may not necessarily be the actual outcome.

The vesting of share options granted under the 2004 ESOS scheme is dependent upon TSR performance against a peer group, being the
constituent members of the FTSE All-share Index. A “'synthetic’’ peer group, based on 100 notional companies has been used. The volatility of
these companies is based on the historic three-year volatility for each of the economic group in the FTSE 350. The correlation between each
of these companies is based on the average correlation between the economic groups based on FTSE 100 companies only. The number of
companies represented from each economic group in the notional 100 companies has been calculated as a proportion of their representation
in the FTSE All-share Index at the date of grant.

28 Explanation of transition to Adopted IFRSs
As stated in note 1, these are the Group’s first consolidated financial statements prepared in accordance with Adopted IFRSs.

The accounting policies set out in note 1 have been applied in preparing the financial statements for the year ended 31 March 2006, the
comparative information presented in these financial statements for the year ended 31 March 2005 and in the preparation of an opening IFRS
balance sheet at 1 April 2004 (the Group’s date of transition).

In preparing its opening IFRS balance sheet, the Group has adjusted amounts reported previously in financial statements prepared in accordance
with its old basis of accounting (UK GAAP). An explanation of how the transition from UK GAAP to Adopted IFRSs has affected the Group’s
financial position, financial performance and cash flows is set out in the following tables and the notes that accompany the tables.

IFRS 1 grants certain exemptions from some of the requirements of other IFRSs at the transition date. The following exemptions have been taken
in these financial statements:

e Business combinations — IFRS 3 Business Combinations has not been applied to business combinations that took place prior to 1 April 2004.
e Cumulative translation differences — cumulative translation differences for all foreign operations have been set to zero at 1 April 2004.

e Share options — IFRS 2 Share-based payment has not been applied to any equity instruments that were granted on or before
7 November 2002.

e Fair value at the date of transition has been used as deemed cost of certain items of property, plant and equipment, as allowed under IFRS 1.

¢ All actuarial gains and losses as at 1 April 2004 the date of transition to Adopted IFRSs, were recognised. In respect of actuarial gains and
losses that arise subsequent to 1 April 2004 the Group recognises them in the period they occur directly into equity through the statement of

recognised income and expense.




Reconciliation of equity

Note

Non-current assets
Intangible assets
Property, plant and equipment

o T Y

Investment property
Deferred tax assets i

Current assets

Inventories

Trade and other receivables
Cash and short term deposits

Total assets

Current liabilities
Financial liabilities
Trade and other payables cd

Non-current liabilities
Financial liabilities

Retirement benefit obligations e
Deferred tax on retirement
benefit obligations e,

Retirement benefit obligations e
Deferred tax liabilities i

Minority interest j
Total liahilities

Net assets

Total shareholders’ equity

Share capital

Share premium

Merger reserve

Revaluation reserve a
Capital redemption reserve

Foreign currency translation reserve f
Retained earnings

Investment in own shares

Equity attributable to equity

holders of the parent

Minority interest j

Total equity

1 April 2004 31 March 2005
Effect of Effect of
transition to transition to
Adopted Adopted Adopted Adopted
UK GAAP IFRSs IFRSs UK GAAP IFRSs IFRSs
£000 £000 £000 £000 £000 £000
12,766 - 12,766 11,841 758 12,599
36,849 (3,832) 33,017 41,081 (2,693) 38,388
- 880 880 - 337 337
- 2,406 2,406 - 1,307 1,307
49,615 (546) 49,069 52,922 (291) 52,631
9,036 - 9,036 12,143 - 12,143
14,361 - 14,361 15,749 - 15,749
1,889 - 1,889 328 - 328
25,286 - 25,286 28,220 - 28,220
74,901 (546) 74,355 81,142 (291) 80,851
(1,553) - (1,553) - - -
(14,980) 834 (14,146) (12,139) 887 (11,252)
(16,533) 834 (15,699) (12,139) 887 (11,252)
(12,373) - (12,373) (22,725) - (22,725)
(13,256) (102) (13,358) (11,871) (111) (11,982)
3,977 (3,977) - 3,561 (3,561) -
(9,279) (4,079) (13,358) (8,310) (3,672) (11,982)
(737) 737 - (1,304) 1,304 -
(22,389) (3,342) (25,731) (32,339) (2,368) (34,707)
143 (143) - (109) 109 -
(38,779) (2,651) (41,430) (44,587) (1,372) (45,959)
36,122 (3,197) 32,925 36,555 (1,663) 34,892
7,735 - 7,735 7,789 - 7,789
16,631 - 16,631 16,725 - 16,725
5,346 - 5,346 5,346 - 5,346
2,260 (2,260) - 1,251 (1,251) -
1,547 - 1,547 1,547 - 1,547
_ _ - - (354) (354)
2,805 (794) 2,011 4,099 (167) 3,932
(202) - (202) (202) - (202)
36,122 (3,054) 33,068 36,555 (1,772) 34,783
- (143) (143) - 109 109
36,122 (3,197) 32,925 36,555 (1,663) 34,892
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Notes to the reconciliation of equity —The impact of deferred tax on the adjustments is set out in note i) below:
a) Cessation of amortisation of goodwill

Under UK GAAP, goodwill was being amortised through the profit and loss account over a 20 year period. In accordance with IFRS 1 and
IFRS 3, goodwill has been frozen at its net book value under UK GAAP as at 1 April 2004 and will not be amortised. Amortisation of £758,000
charged to the profit and loss account under UK GAAP for the year ended 31 March 2005 has been reinstated.

Goodwill will instead be subject to an annual impairment review, with any impairment losses being recognised immediately in the income
statement. Goodwill was also subject to a mandatory impairment review at the date of transition. Goodwill arising prior to 31 March 1998 and
previously written off to reserves has not been reinstated.

b) Property, plant and equipment

Properties cost and depreciation —The Company has taken the option provided by IFRS 1 to use the fair value at the date of transition as the
deemed cost of certain assets under IFRS.

Under UK GAAP, residual values were assessed at historic costs. These have been reassessed at current prices under IFRS and depreciation has
been restated accordingly.

The above changes have combined to reduce asset values by £792,000 at 1 April 2004 and £644,000 at 31 March 2005 and reduce depreciation
charges by £148,000 (net of deferred tax) in the year to 31 March 2005.

Restating investment property at its historic cost — Investment properties previously held at market value under UK GAAP have been restated
at historic cost under the cost model of IAS 40. This has reduced the carrying value of these assets at 1 April 2004 by £2,160,000 and
consequently increased the profit on disposal of such properties in the periods to 31 March 2005 by £448,000.

Remaining net book value of £880,000 at 1 April 2004 and £337,000 at 31 March 2005 has been reclassified from property, plant and
equipment and is shown separately on the face of the balance sheet in accordance with the requirements of IAS 40.

¢) Accruals and deferred income

Holiday pay accrual has now been provided for certain monthly paid employees under IFRS where provision was not previously made under
UK GAAP.

d) Dividends

Under TAS 10 equity dividends are not accounted for until they are declared at the Annual General Meeting. As a consequence all proposed
dividends are unwound at 1 April 2004 and 31 March 2005. The amounts are £954,000 at 1 April 2004 and £1,007,000 at 31 March 2005.

e) Pension

Under UK GAAP, the Group had adopted FRS 17 early in its 31 March 2005 annual accounts. Following this, the impacts of implementing IFRS
on that year and subsequent periods are relatively minor in that IAS 19 requires that investments are valued at bid prices, whereas these were
previously valued at mid market prices under UK GAAP FRS 17.This reduces the value of investments and decreases net finance income.

Previously under UK GAAP, the retirement benefits obligation was shown net of a deferred tax asset and the remaining deferred tax liabilities
were shown within provisions in the balance sheet. Under IFRS the deferred tax asset relating to the retirement benefits obligation is shown within
deferred tax in the balance sheet.

f) Cumulative foreign exchange differences

Translation differences that arose since the date of transition to Adopted IFRSs in respect of all foreign entities have been presented as a
separate component of equity. Translation differences loss on the translation of the net investment in foreign subsidiaries is £354,000 as at
31 March 2005. Advantage has been taken of the exemption available under IFRS 1 whereby exchange differences that would have been included

as a separate component of equity at the date of conversion to IFRS are deemed to be zero.




g) Share-bhased payment

The Group has applied IFRS 2 to its active share based payment arrangements at 1 April 2004 except for equity based share payment
arrangements granted before 7 November 2002. The Group has granted equity settled share-based payments as noted in note 27.

The Group accounted for these share based payment arrangements at intrinsic value under previous GAAP. Under IFRS 2 the share options are
valued at their fair value, spread over their vesting period.

The effect of accounting for equity settled share based payment transactions at fair value is to increase administration expenses by £37,000 to
the brought forward reserves at 1 April 2004 and by £73,000 to the consolidated profit and loss account at 31 April 2005. The impact on
deferred tax is £5,000 at 1 April 2004 and £22,000 at 31 March 2005.

h) Deferred tax on rolled over capital gains

IAS 12 requires that deferred tax be provided for temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Such differences arising from rolled over capital gains previously not provided
under UK GAAP have therefore required a provision of £1,147,000 at 1 April 2004 and £1,241,000 at 31 March 2005 under IFRS.

i) Deferred tax summary of adjustments

The above changes increased/(decreased) the deferred tax liability as follows based on a tax rate of 30%:

1 April 31 March

2004 2005

Note £000 £000

Holiday pay accrual c 36 36
Share options g 5 27
Rolled over capital gains i (1,147) (1,241)
Property, plant and equipment b 238 194
Pensions e 34 34
Decrease in deferred tax liability (834) (950)
Net deferred tax asset under UK GAAP 3,240 2,257
Net deferred tax asset under IFRS 2,406 1,307

j) Minority interest

Minority interests were disclosed separately from equity in the UK GAAP group balance sheet. Under IFRS minority interests have been presented
as part of equity and have therefore been reclassified. This reclassification results in a reduction in net assets of £143,000 at 1 April 2004 and an
increase at 31 March 2005 of £109,000.
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Reconciliation of profit for 31 March 2005

Revenue

Operating costs before exceptional and other items

Underlying operating profit
Exceptional items

Share-based payment
Operating profit

Finance costs

Finance revenue
Net finance costs

Profit hefore taxation

Taxation

Profit for the financial year
Attributable to:
Equity holders of the parent

Minority interest

Profit for the financial year

The effect of the above GAAP differences on the reported profit for the Group for the year ended 31 March 2005 is as follows:

Reduction in depreciation charge on operating properties

Defined benefit net finance charge

Goodwill amortisation written back

Increase in profit on disposal of investment properties following restatement of cost
Share-based payment

Net increase to profit
Profit before tax under UK GAAP as previously reported

Profit before tax under IFRS

2005
Effect of
transition to
Adopted Adopted
UK GAAP IFRSs IFRSs
Note £000 £000 £000
59,040 - 59,040
b (53,315) 148 (53,167)
5,725 148 5,873
a,b (3,574) 1,206 (2,368)
9 - (73) (73)
2,151 1,281 3,432
e (462) 9) (471)
138 - 138
(324) 9) (333)
1,827 1,272 3,099
(313) (116) (429)
1,514 1,156 2,670
1,261 1,156 2,417
253 - 253
1,514 1,156 2,670
Year ended
31 March 2005
Statutory
Note £000
b 148
e 9)
a 758
b 448
g (73)
1,272
1,827
3,099

Restatement of cash flow statement from UK GAAP to IFRS - The transition from UK GAAP to IFRS has no effect on the reported cash
flows generated by the Group. The IFRS cash flow statement is presented in a different format from that required under UK GAAP with cash

flows split into three categories of activities — operating activities, investing activities and financing activities. The reconciling items between the

UK GAAP presentation and the IFRS presentation have no net impact on the cash flows generated.




Independent auditors’ report o the members of Dyson Group plc

We have audited the parent company financial statements of Dyson Group plc for the year ended 31 March 2006 which comprise the balance
sheet and the related notes 1 to 15. These parent company financial statements have been prepared under the accounting policies set out therein.
We have also audited the information in the Directors’ Remuneration Report that is described as having been audited.

We have reported separately on the Group financial statements of Dyson Group plc for the year ended 31 March 2006.

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Qur audit work has
been undertaken so that we might state to the company’s members those matters we are required to state to them in an auditors’ report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors — The directors are responsible for preparing the Annual Report, the Directors’
Remuneration Report and the parent company financial statements in accordance with applicable United Kingdom law and Accounting Standards
(United Kingdom Generally Accepted Accounting Practice) as set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the parent company financial statements and the part of the Directors’ Remuneration Report to be audited in
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 parent company financial statements give a true and fair view, the parent company financial
statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance with the Companies Act
1985 and that the information given in the parent company Directors’ Report is consistent with the financial statements.

We also report to you if, in our opinion, the company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent company financial
statements. The other information comprises only Chairman’s Statement, Operating and Financial Review, Directors’ Report, the unaudited part of
the Directors’ Remuneration Report, Corporate Governance Statement, Ten Year Financial Summary and the Notice of Annual General Meeting.
We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the parent
company financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion — We conducted our audit in 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 parent
company financial statements and the part of the Directors’ Remuneration Report to be audited. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the parent company financial statements, and of whether the accounting
policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance that the parent company financial statements and the part of the Directors’ Remuneration
Report to be audited 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 parent company financial statements and the part of the Directors’
Remuneration Report to be audited.

Opinion — In our opinion:
¢ the parent company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting

Practice, of the state of the company’s affairs as at 31 March 2006;

e the parent company financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in
accordance with the Companies Act 1985; and

e the information given in the Directors’ Report is consistent with the parent company financial statements.

Ernst & Young LLP
Registered auditor
Leeds

22 June 2006




(UK GAAP)
Balance sheel - s ar 31 March 2006

Fixed assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current (liabilities)/assets

Total assets less current liahilities

Creditors: Amounts falling due after more than one year
Net assets

Capital and reserves
Called up share capital
Share premium account
Merger reserve
Capital redemption reserve
Profit and loss account

Investment in own shares

Equity shareholders’ funds

Approved by the Board on 22 June 2006.

C H B Honeyborne php
Director

T M O’Brien Acis
Director

Note

10
11

12

Parent company accounls - prepared using UK generally accepted accounting practice

2005
2006 Restated
£000 £000
85,940 61,170
85,940 61,170
537 383
- 1,659
537 2,042
(9,022) (41)
(8,485) 2001
77,455 63,171
(34,382) (24,828)
43,073 38,343
8,258 7,789
22,173 16,725
5,346 5,346
1,547 1,547
5,951 7,138
(202) (202)
43,073 38,343




Notes to the parent company accounts

1 Accounting policies

1.1 Basis of preparation
The Company financial statements are prepared in accordance with applicable United Kingdom law and accounting standards as defined by the
Companies Act 1985 and under the historical cost convention and are made up to 31 March each year.

The accounting policies of the Company have been consistently applied over both the current and preceding period except as disclosed below.
The company has not followed consistent accounting policies with the Group as the Group financial statements are prepared under International
Financial Reporting Standards for the first time in 2006, and the Company directors have taken the decision to continue preparing Company
financial statements in accordance with UK GAAP.

1.2 Changes in accounting policy

The Company has changed its accounting policy for dividends following the implementation of a new accounting standard FRS 21 “Events after
the balance sheet date”. Previously the Company recognised the dividends proposed in respect of the financial year to which they related. Under
the new standard the Company will recognise final dividends on approval at the AGM and interim dividends when paid. Details of the effect of
adopting FRS 21 are given in Note 10.

The Company has changed its accounting policy for accounting for exchange differences on monetary assets and liabilities that form part of the
Group’s net investment in a foreign operation following the implementation of a new accounting standard FRS 23 “The effects of changes in
foreign exchange rates’. Previously these exchange differences were taken directly to profit and loss reserves. Under the new standard the
Company will take these exchange differences to the profit and loss account. This change in policy has no effect on previously reported net assets
at 31 March 2005.

1.3 Summary of significant accounting policies
Profit and loss account — In accordance with the exemption allowed by section 230 of the Companies Act 1985, the Company has not presented
its own profit and loss account. Details of the profit for the year can be found in note 10.

Investments — Fixed asset investments, including investments in subsidiaries, are held at cost less provision for impairment. Investments are
reviewed for impairment if there are any indications that the carrying value may not be recoverable.

Taxation — The charge for taxation is based on the profit for the year and takes into account taxation deferred because of timing differences
between the treatment of certain items for taxation and accounting purposes.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet date where transactions
or events that result in an obligation to pay more, or a right to pay less, tax in the future have occurred at the balance sheet date, with the
following exceptions:

e provision is made for the tax that would arise on remittance of the retained earnings of overseas subsidiaries only to the extent that, at the
balance sheet date, dividends have been accrued as receivable;

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

Deferred tax is measured on a non-discounted basis at the tax rates that are expected to apply in the periods in which timing differences reverse,
based on tax rates and laws enacted or substantively enacted at the balance sheet date.

Investment in own shares — Dyson Group plc shares held by the Company are classified in shareholders’ equity as “‘investment in own shares”
and are recognised at cost. Consideration received for the sale of such shares is also recognised in equity, with any differences between the
proceeds from sale and the original cost being taken to revenue reserves. No gain or loss is recognised in the performance statements on the
purchase, sale, issue or cancellation of equity shares.

Foreign currencies — Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date. All foreign exchange
differences are recognised in the profit and loss account, except where hedge accounting is applied. Non-monetary items that are measured in
terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions.

Treasury — The directors have taken advantage of the exemption in FRS 25 and have excluded disclosures relating to financial instruments
from the financial statements on the basis that the financial instruments of the Company are included in the consolidated financial statements
of the Group.

Interest-bearing borrowings — Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are stated at amortised cost with any difference between cost and redemption value being

recognised in the income statement over the period of the borrowings on an effective interest basis.




2 Investments

Notes to the parent company accounts - confinued

Shares in
subsidiaries Loans to
at cost subsidiaries Total
£000 £000 £000
At 1 April 2005 6,595 54,575 61,170
Additions - 23,354 23,354
Exchange movements - 1,416 1,416
At 31 March 2006 6,595 79,345 85,940
A list of the main subsidiary undertakings is given in note 15 .
3 Debtors: Amounts falling due within one year
2006 2005
£000 £000
Corporation tax 537 383
4 Creditors: Amounts falling due within one year
2005
2006 Restated
£000 £000
Bank overdraft 8,289 -
Other creditors 38 41
Accruals and deferred income 695 -
9,022 41
5 Creditors: Amounts falling due after more than one year
2006 2005
£000 £000
Bank loans due between two and five years 27,557 22,725
Amounts owed to subsidiary undertakings 6,825 2,103
34,382 24,828

The bank loans are repayable on 15 June 2009 and bear interest at LIBOR plus 1%.

6 Deferred taxation

No deferred tax has been recognised (2005: £nil). There is no unprovided deferred tax (2005: £nil).




7 Share capital

Authorised

Ordinary shares of 25 pence each

Allotted, called up and fully paid
Ordinary shares of 25 pence each

2006 2005 2006 2005
No. 000 No. 000 £000 £000
41,000 41,000 10,250 10,250
33,032 31,154 8,258 7,789

Details of outstanding share options are disclosed in the Directors’ Remuneration Report.

On 14 July 2005, the company issued 1,877,615 Ordinary shares. The premium, net of expenses, arising on issue of these shares of £5,448,000

was taken to the share premium account as shown in note 8.

8 Share premium account

2006 2005

£000 £000
At 1 April 16,725 16,631
Arising on share issues 5,448 94
Share issue costs - -
At 31 March 22,173 16,725

9 Merger reserve

At 1 April 5,346 5,346
Arising on share issues - -
At 31 March 5,346 5,346

A merger reserve was established to account for the premium on shares issued as initial consideration and as subsequent contingent consideration

for Millennium Materials Inc. acquired on 24 July 2001.

10 Profit and loss account

At 1 April as previously reported

Prior period adjustment — reversal of dividends proposed not paid

At 1 April as restated
Retained (loss)/profit for the year

At 31 March

6,129 3,872
1,009 956
7,138 4,828
(1,187) 2,310
5,951 7,138

In accordance with the exemptions allowed by section 230 of the Companies Act 1985, the Company has not presented its own profit and loss
account but incurred a profit in the year of £165,000 (2005: £3,589,000 profit).




11 Investment in own shares

Notes to the parent company accounts - confinued

Ordinary shares of Dyson Group plc held by The Dyson Group Employee Trust are included as a deduction in reserves in both the Group and
Company. This trust was established to provide share benefits to employees of the Group. The number of shares held in the trust is 168,660 and

the market value is £387,000. Dividends of £7,000 on the shares have been waived.

As at 1 April 2005 and 31 March 2006

12 Reconciliation of movement in shareholders’ funds

Opening shareholders’ funds as previously reported

Prior period adjustment — reversal of dividends proposed not paid

Opening shareholders’ funds as restated
Profit for the financial year

Dividends

New shares issued

Closing shareholders’ funds

Own shares
at cost
£000
202
2006 2005
£000 £000
37,334 34,929
1,009 956
38,343 35,885
165 3,589
(1,352) (1,279)
5,917 148
43,073 38,343

13 Contingencies

The company has signed an interlocking guarantee with certain subsidiary undertakings in respect of bank overdrafts. At 31 March 2006

overdrafts covered by these guarantees amounted to £nil (2005: £nil).

Contingent liabilities exist in certain of the subsidiary undertakings in relation to bonds and guarantees. These total £65,000 (2005: £46,000).

14 Statutory and other information

There are no employees of the company (2005: £nil). The directors of the company were paid by another Group company in 2006 and 2005.

Details of directors’ remuneration, pension entitlement and interests of the directors of Dyson Group plc are provided within the Directors’

Remuneration Report.




15 Principal subsidiary undertakings
The main trading subsidiary undertakings are shown below. Subsidiary undertakings whose results are not significant have been omitted.
All the subsidiary undertakings are wholly owned except P.T. Dyson Zedmark Indonesia Limited in which the Group has a 51 per cent interest.

The financial year end of P.T. Dyson Zedmark Indonesia Limited is 31 December. All holdings are of Ordinary shares.

Performance Materials Division: Incorporated in Business activity
Dytech Corporation Limited Great Britain Specialist ceramics
Millennium Materials Inc (*) USA Specialist ceramics
Saffil America Inc USA Distributor of catalytic converter parts
Saffil Automotive Limited (*) Great Britain Manufacturer of catalytic converter parts
Saffil Automotive South Africa (Pty) Limited (*) South Africa Manufacturer of catalytic converter parts
Saffil Limited Great Britain Manufacturer of high alumina fibre
Saffil Japan Limited (*) Japan Distributor of high alumina fibre

Thermal Technologies Division:
Dyson Industries Limited Great Britain Manufacturer of industrial ceramics

P.T. Dyson Zedmark Indonesia Limited (*) Indonesia Manufacturer of industrial ceramics

Distribution Division:

The Builders Centre (Sheffield) Limited Great Britain Builders merchants

(*) denotes companies some or all of whose shares are owned by a subsidiary.




Profit and loss account
Turnover

Underlying operating profit
Net interest

Underlying profit before taxation
Exceptional and other items*
Goodwill impairment/amortisation

(Loss)/profit before taxation
Taxation

(Loss)/profit after taxation

Earnings per share - pence
Underlying
Basic

Dividends per share — pence
Share price at 31 March - pence
Issued share capital - 000
Market capitalisation - £m

Enterprise value — £m

Balance Sheet
Fixed assets#
Working capital etc.
Net (debt)/cash

Net Assets/Shareholders’ funds

Cashflow statement

Net (debt)/cash at beginning of year
Underlying operating profit
Depreciation

Capital expenditure

(Increase)/decrease in working capital
Issue/(repurchase) of ordinary shares

Sale of assets

Acquisitions and disposals
Exceptional items

Tax, dividends and net interest

Net (debt)/cash at end of year

Ten year financial summary

2005
2006 Restatedt 2004 2003 2002 2001 2000 1999 1998 1997
£000  £000  £000  £000  £000  £000  £000  £000  £000  £000
59,305 59,040 59,544 61,445 70,561 67,301 55,755 59,496 63,288 58,925
5158 5873 4,593 4,091 5530 4,316 2,789 2,637 3,307 3,345
(1,128) (333) 97 (37)  (611)  (252) 293 66 220 216
4,030 5540 4,690 4,054 4,919 4,064 3,082 2,703 3,527 3,561
(4,671) (2,441) (5,473) (4,706) (747) 207 2,816 - 330 -
(1,481) - (790) (813)  (668)  (350) (70 (15) - -
(2,122) 3,099 (1,573) (1,465) 3,504 3,921 5828 2,688 3,857 3,561
252 (429) 23 223 (371) (1,275) (1,733)  (870) (1,291) (1,187)
(1,870) 2,670 (1,550) (1,242) 3,133 2,646 4,095 1,818 2,566 2,374
9.01 1351 11.02 1050 18.92  14.19 9.33 8.49  10.01  10.70
(5.68) 7.81 (5.10) (4.58) 16.78 13.97 18.58 8.43 11.51  10.70
4.30 4.30 4.10 4.10 6.15 5.50 4.85 4.03 4.05 3.85
2295 391.0 265.0 163.5 216.0 115.0 71.5 77.5 40.0 45.0
33,032 31,155 30,939 29,279 19,264 14,528 20,716 20,716 n/a n/a
75.8 1218 82.0 47.9 41.6 16.7 14.8 16.1 17.8 19.5
104.0 144.2 94.0 48.5 55.6 26.4 9.8 15.9 14.2 13.5
60,896 50,987 49,615 35,586 35504 23,598 16,922 15,343 15,232 11,893
6,763 6,302 (1,456) 9,396 11,463 9,039 7,204 10,420 8,072 8,228
(28,210) (22,397) (12,037)  (604) (14,016) (9,678) 4,997 207 3,605 5,980
39,449 34,892 36,122 44,378 32,951 22,959 29,123 25970 26,909 26,101
(22,397) (12,037)  (604) (14,016) (9,678) 4,997 207 3,605 5980 2,441
5158 5873 4,593 4,091 5530 4,316 2,789 2,637 3,307 3,345
1,676 1,016 1,046 1,211 1,358 1,239 1,265 1,554 1,285 906
(12,445) (11,191) (16,259) (4,789) (5,269) (2,915) (1,467) (1,972) (3,950) (1,868)
(1,591) (7,574) (154) 1,071 (1,199) 2 4,095 (2,489) 1,244 2,356
5,917 148 2,951 15,062 1,700 (8,929) - 106 125 -
1,192 3,504 328 524 1,636 3,651 1,126 14 105 79
- - (175)  (464) (4,426) (7,054) (88) - (177 -
(2,746) (1,444) (1,549) (1,413) (1,596) (2,342) (1,788) 330 - -
(2,974) (692) (2,214) (1,881) (2,072) (2,643) (1,142) (3,578) (2,314) (1,279)
(28,210) (22,397) (12,037)  (604) (14,016) (9,678) 4,997 207 3,605 5,980

* “other items” comprises the share-based payment cost incurred under IFRS 2 (see note 27).

T the figures for 2005 have been restated to report under IFRS as described in note 28. The results for 2004 and previous years have not been

restated in this regard.

# Fixed assets comprises property, plant and equipment, investment properties and intangible assets.




Nolice of annual general meeling

NOTICE IS HEREBY GIVEN that the 86th Annual General Meeting of the Company will be held at Tapton Hall, Shore Lane, Sheffield S10 3BU,
on Thursday 24 August 2006 at 12 noon for the transaction of the following business:

Ordinary Resolution 1 —That the Directors’ Report, Statement of Accounts and Report of the Auditors for the year ended 31 March 2006 be
received.

Ordinary Resolution 2 — That a final dividend on the Ordinary shares of 3.25 pence per share be declared for the year ended 31 March 2006
payable on 25 August 2006 to members on the Register on 4 August 2006.

Ordinary Resolution 3 — That the Directors’” Remuneration Report be approved.

The following director is to be elected by shareholders having been appointed to the Board on 1 January 2006:
Ordinary Resolution 4 — That Christopher Henry Bruce Honeyborne be elected a director.

The following directors retire by rotation:

Ordinary Resolution 5 — That Thomas Michael O’Brien be re-elected a director.

Ordinary Resolution 6 — That Anthony Nicholas Parker be re-elected a director.

The following director having served for nine years as a non-executive director is to be re-elected by shareholders:
Ordinary Resolution 7 — That Richard David Field be re-elected a director.

Ordinary Resolution 8 — That Ernst & Young LLP be re-appointed as Auditors, to hold office from the conclusion of this meeting until the
conclusion of the next general meeting at which accounts are laid before the Company and that the directors be authorised to fix the Auditors’

remuneration.

Ordinary Resolution 9 — That the directors be and they are hereby generally and unconditionally authorised in accordance with section 80 of the
Companies Act 1985 (“'the Act”) to exercise all the powers of the Company to allot relevant securities up to an aggregate nominal amount of
£1,991,912.75 such authority to expire at the earlier of fifteen months after the date of the passing of this resolution or the date of the next
Annual General Meeting provided that this authority shall allow the Company to make offers or agreements before the expiry of this authority
which would or might require relevant securities to be allotted after such expiry and the directors may allot relevant securities in pursuance of
such offer or agreement as if the authority conferred hereby had not expired.

Special Resolution 10 — That subject to Ordinary resolution 9 being passed the directors be and they are hereby empowered, pursuant to section
95 of the Act, to allot equity securities pursuant to the authority given in accordance with section 80 of the Act by resolution 9 above as if
section 89(1) of the Act did not apply to any such allotment, provided that this power shall be limited to the allotment of equity securities:

(i) in connection with an offer of securities, open for acceptance for a period fixed by the directors, by way of rights to holders of Ordinary
shares in proportion (as nearly as may be) to their holdings on a record date fixed by the directors (but subject to such exclusions or other
arrangements as the directors may deem necessary or expedient to deal with problems under the laws of any territory or the requirements of
any regulatory body or any stock exchange in any territory or in connection with fractional entitlements or shares represented by depository
receipts or otherwise howsoever); and

(ii) (otherwise than pursuant to subparagraph (i) above) up to an aggregate nominal amount equal to £412,904.25.

Such power to expire at the earlier of fifteen months after the date of passing this resolution or the conclusion of the next Annual General
Meeting of the Company but so that this power shall enable the Company to make offers or agreements which would or might require equity
securities to be allotted after the expiry of this power.

This power applies in relation to a sale of shares which is an allotment of equity securities by virtue of section 94(3A) of the Act as if in the
first paragraph of this resolution the words “pursuant to the authority given in accordance with section 80 of the Act by resolution 9 above”

were omitted.




Nolice of annual general meeling - confinues

Special Resolution 11 —That the Company be and is hereby authorised pursuant to Section 166 of the Companies Act 1985 to make market
purchases (as defined in Section 163(3) of the Companies Act 1985) on the London Stock Exchange of Ordinary shares of 25 pence each on
such terms and in such manner as the directors of the Company shall determine subject to the following conditions:

(a) the maximum number of shares hereby authorised to be purchased shall be 1,651,617.
(b) the minimum price per share which may be paid is the nominal amount of 25 pence per share.

(c) the maximum price per share (exclusive of dealing expenses, other incidental costs and stamp duty) is no more than 5 per cent above the
average of the middle market quotation for the share as derived from the London Stock Exchange Daily Official List for the five business
days immediately preceding the day on which the share is purchased.

(d) the authority hereby granted shall expire at the earlier of fifteen months after the date of the passing of this resolution or the date of the
next Annual General Meeting except in relation to the purchase of shares the contract for which was concluded before such date and which
is executed wholly or partly after such date.

(e) all shares purchased in pursuance of this authority shall be cancelled immediately upon completion of the purchase and the amount of the
company’s issued share capital shall be reduced by the nominal amount of the shares so purchased.

By order of the Board

R P McQuinn LLB (Hons), ACIS

Secretary

24 July 2006
Registered Office:
381 Fulwood Road,
Sheffield S10 3GB
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