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Nobia continued to invest in its store network
in 2005. The attractive kitchen offering in
Group-owned stores and franchise stores was
the basis for a sales trend better than market
average.



This is Nobia

Nobia is Europe’s leading kitchen company. The Group operates in a number of European

markets under strong brand names. Nobia’s own specialist kitchen stores and franchise

stores are responsible for most of the Group’s sales. Nobia is leading the consolidation of

the European kitchen market and generates profitable growth by making efficiency
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improvements and acquisitions through an industrial approach. The Group reported

sales of SEK 12.4 billion in 2005 and has around 7,700 employees. Nobia is listed

among Attract 40 companies on the Stockholm Stock Exchange’s O-list.

SHARE OF SALES PER PRODUCT

Kitchens and
storage 88%

Bathrooms 5%

Joinery 7%

18 per cent of the Group’s sales in 2005 were
from flat-pack products.

NOBIA'S PRODUCTION UNITS

Nobia’s production units function both as logis-
tics centres and assembly plants. Manufacturing
of components accounts for a small share of
production. Kitchen cabinets are the

most commonly produced item,

but the Group also produces

cabinet doors and laminated

worktops.
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Earnings per share after dilution climbed 8 per cent to SEK 11.01 (10.23).

Profit after tax increased by 8 per cent to SEK 641 million (593).

Profit after financial items rose by 5 per cent to SEK 885 million (840).
Net sales climbed 10 per cent to SEK 12,442 million (11,337).
Organic growth was 3 per cent.

Operating profit (EBIT) was SEK 954 million (930).

The operating margin was 7.7 per cent (8.2).

Operating cash flow climbed to SEK 652 million (634).

The Board proposes to increase the dividend to SEK 3.50 per share (3.00).

In February 2006 the Group acquired Hygena Cuisines, the leading kitchen interiors

chain in France.

AR IN SUMMARY AND KEY INDICATORS

Key figures 2005 2004 Change
Net sales, SEK m 12,442 11,337 10%
Operating profit before depreciation, SEK m (EBITDA) 1,263 1,212 4%
Operating profit, SEK m (EBIT) 954 930 3%
Operating margin, % 7.7 8.2
Profit after financial items, SEK m 885 840 5%
Profit for the year, SEK m 641 593 8%
Earnings per share, after full dilution, SEK 11,01 10,23 8%
Dividend per share, SEK 3.501 3.00
Debt/equity ratio, % 36 47
Return on capital employed, % 21.4 23.1
Return on shareholders’ equity, % 22.6 25.7

Sales in channels controlled by Nobia
(own stores, franchise stores and direct sales), % 68 70

Number of stores (own and franchise) 557 546

1) Board proposal.
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CEO’'S COMMENTS

Growth and improved earnings

In 2005 we continued to strengthen the Group'’s
positions and improve the efficiency of our opera-
tions. Our organic growth was higher than the
overall growth of virtually all the markets where
we are present. This was mainly due to continued
investments in our store network, which has
meant a generally more attractive offer to cus-
tomers. The effects have been obvious and they
pave the way for continued positive earnings
development. In early 2006, we acquired Hygena
Cuisines, the leading kitchen interiors chain in
France. This acquisition significantly reinforces our
position in continental Europe.

The kitchen market has developed favourably in recent years,
as the kitchen has become the central point in the home.
Increased interest in design and home decorating has contrib-
uted to this development and meant that the value of the Euro-
pean kitchen market has increased steadily. We see no change
in this trend. On the contrary, we expect the market to improve
as buying a new kitchen becomes both easier and more afford-
able. Buying power is governed by financial factors such as
disposable income and interest rates, as well as by psychologi-
cal factors such as future expectations.

Development in the Nordic region has been strong. Our
organic growth was around 13 per cent, which is considerably
higher than the kitchen market overall. Our growth is attribut-
able to our attractive product range and to increased invest-
ments in our store network. During 2005, we refurbished 77
stores, which had a significant impact on sales. We also
extended our partnerships with key players in the market,
including the new construction sector. In Finland, Novart
began selling flat-pack kitchen units. Two DIY stores have been
opened and in coming years there are plans to open about ten
more stores in Finland.

During 2005, demand declined in both the UK and Conti-
nental Europe. These two regions currently account for around
60 per cent of our sales. To counter declining sales, we have
been working for some time with rationalisation measures and
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store investments. It is satisfying to see these efforts rewarded
in the form of a lower drop in sales than the market overall and
a strengthening of our market positions. This confirms we are
using the right methods.

Earnings growth and acquisitions

Nobia’s profit after financial items reached SEK 885 million in
2005, a rise of about 5 per cent on the previous year. Net sales
climbed by 10 per cent to reach SEK 12.4 billion. Half of the rise
in sales was due to acquisitions and 3 per cent was due to
organic growth. This division reflects the focus of our growth
strategy, namely our ability to combine acquisitions with
organic growth. In 2005, we acquired EWE-FM, Austria’s lead-
ing kitchen company. The impact on our earnings per share
was positive and the acquisition strengthens our presence in
continental Europe. It also helps us achieve our financial tar-
gets and other business goals.

Earnings per share is our most important financial indica-
tor. We have set a target of increasing profits by 12 per cent per
year over a business cycle. In 2005, earnings per share were SEK
11.01 (10.23), a rise of 8 per cent. Between 2001 and 2005 we
have achieved average profit growth of 16 per cent per year.
The return on capital employed was 21.4 per cent and our cash
flow is strong, rising from SEK 634 million to SEK 652 million.

A strong balance sheet gives us financial freedom of action
to continue the consolidation of the fragmented European
kitchen market. It enabled the strategically important acquisi-
tion of Hygena Cuisines in February 2006, which strengthens
our position in the continental European market even further.

Increased Group co-ordination of product costs

Between 2000 and 2005, net sales climbed from SEK 4 billion to
SEK 12.4 billion. In addition to acquired and organic growth,
our progress has also included the introduction of a well-
defined organisation model, decentralised profit responsibility,
increased efficiency via streamlining and the integration of the
kitchens business. The next phase of development began in
2005 with focus on key areas of synergies and reduced product
costs. As our newly acquired businesses are integrated in com-
ing years, we will start to reap synergy benefits, which will
facilitate considerable savings. Because most kitchens are
assembled using similar components, better co-ordination will
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boost our competitiveness. It requires shared classifications

and ajoint database, which was introduced in stages in 2005.
By the end of the year, we were able to exert much greater con-
trol and begin a systematic review of our product range. We are
reviewing our supply chain, which will result in fewer suppli-
ers and a stronger concentration on purchases from low-cost
countries. This work will take several years to complete, but it
will lead to reduced costs and ensure a more competitive offer
to our customers.

Measures implemented on weaker markets
To counter weaker market demand in the UK, we implement-
ed a number of measures during the year. The change to order-
based production at Magnet continued and contributed to
increased cost-efficiency. Investments were made at our Dar-
lington plant and we expect new production to come on stream
there in the second half of 2006. It will mean reduced tied-up
capital, reduced costs and greater flexibility because we will be
able to adapt our range more quickly. During the year, we also
refurbished 24 stores. The results were obvious —in 2005 refur-
bished stores generated our strongest sales growth. We have
also focused on service and product range, giving Trade, our
concept for professional customers, a more defined profile. We
have also made staff reductions at both Magnet and Gower.
On the continent, the kitchen markets in Germany, Austria
and the Netherlands showed weak development. We focused
on rationalisation and productivity improvements. A new
working hours agreement in Germany meant we could extend
working time at one of our business units. The integration of
EWE-FM in Austria continues and the company is now sup-
plying components to Pronorm in Germany. To strengthen our
market coverage, Poggenpohl has opened three wholly-owned
stores in Germany and Switzerland.

Stronger distribution network

We usually say that the battle for customers is won in the store.
Akitchen is a high-involvement product, so attractive sales
outlets with a comprehensive service offering are important for
us. By this I mean a kitchen offer in a specialised store with
broad market coverage. During the year, 101 stores, both fran-
chised and Group-owned, were refurbished to inspire cus-
tomers in their kitchen choice. By the end of the year, Nobia

had a total of 557 wholly-owned or franchised stores. Along
with direct sales to new construction projects, these stores
accounted for 70 per cent of our sales. Following the acquisi-
tion of Hygena Cuisines in France, the number of specialist
kitchens stores, wholly-owned or franchised, has increased to
695. They now account for around 75 per cent of sales.
Meanwhile, we wish to continue strengthening our collab-
oration with partners in the furniture, building materials and
DIY sectors, where we see strong opportunities for growth.

Continuous development

In 2006, we will strengthen our organisation by collecting our
business units in three regions headed by regional managers.
This will maximise the effect of our growth plans and our co-
ordination projects for product supply.

The future development of Nobia is ultimately about peo-
ple —about the entrepreneurship, creativity and commitment
of our staff. This represents an enormous strength and it made
2005 into a favourable year for us, despite weaker demand and
significant one-off costs. In the future, we will spend even
more resources on staff development, for instance through
more internal training, but we will also look to increase inte-
gration within the Group. Integration presents exciting career
challenges for our people, and this helps Nobia to develop
even further. Together we have created the right conditions to
reach our overall objective — of making Nobia the largest, most
successful kitchen company in Europe.

Stockholm, March 2006

_—
s

Fredrik Cappelen
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Business overview
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Brands
The Magnet business unit manufactures interiors for kitchens, bath-

rooms and bedrooms for the middle segment. Products are sold

through Magnet’s own store network. Magnet also distributes joinery Magnet GQX/er

products and runs a bathroom business through the C.P. Hart chain.

Interior Solutions sells flat-pack kitchens to a UK multiple retailer. T
| arpact mutiple retare P TRADE _
Gower is the UK's leading supplier of flat-pack kitchens to multiple Intlelrtl‘?nr1q

retailers.

Read more about the UK business on pages 26-27.

Brands
The Nordic business consists of seven business units: HTH and Invita

in Denmark; Novart with the brands A la Carte, Petra, Parma and Net-

S
tokeittiét in Finland; Norema and Sigdal in Norway and Marbodal and ﬂﬂ G DETSELVW uno form-
Myresjokok in Sweden. HTH also sells kitchens under the uno form et el elde

and Ggr Det Selv HTH brands. Products offered are rigid and flat-pack #KQ 7 PARMA &3 EI@EIEI@
KEITTIOT

4sigdl MarSal

kitchens, bathrooms and storage, and are sold both to the consumer
market and construction companies.

Read more about the Nordic business on pages 28-29.

Brands
The Continental European business consists of the Optifit, Pronorm
and Poggenpohl business units in Germany, and EWE-FM in Austria. o
e | poggen o
Poggenpohl operates exclusively in the upper segment, while L’;
pohl - pronorm  NE

Pronorm is present in the middle segment. Optifit focuseson flat- ~ F 7 FEhwveney
pack products, mainly kitchens and bathrooms, but also sells finished
bathroom interiors under the Marlin brand. The EWE-FM business EWE Fﬂ
unit manufactures rigid kitchens for the middle segment. Hygena !

Cuisines, the French store chain, was acquired in February 2006.

Read more about the Continental European business on pages 30-31.
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The Nobia share and shareholders

Price trend and turnover

Nobia’s share price rose by 46 per cent from SEK 110 on 30
December 2004 to SEK 161 on 30 December 2005. During the
same period, the Affarsvarlden General Index rose by 33 per
cent and Stockholm Stock Exchange’s index for manufacturers
of durable consumer goods and services (SX25 Consumer Dis-
cretionary) rose by approximately 27 per cent. The highest and
lowest prices during the year were SEK 162 and SEK 105
respectively. The total market capitalisation as of 30 December
2005 was SEK 9,286 million. A total of 50,420,152 Nobia shares
were traded on the Stockholm Stock Exchange in 2005. The
turnover rate, or number of shares traded in relation to the
total number of shares in the Company, was 87 per cent.

Index affiliation

Nobia is included in the Stockholm Stock Exchange’s index for
manufacturers of durable consumer goods and services (SX25
Consumer Discretionary) in the Home Improvement Retail

Nobia’s ten largest owners, 30 December, 2005

subgroup. In January 2006, Nobia was listed on the Stockholm
Stock Exchange’s “Attract40” segment, which comprises the 40
most liquid shares on the O-list. During 2005 Nobia was listed
in the “Others” segment of the O-list.

Share facts

Nobia AB’s share capital amounts to SEK 57,679,720 distributed
over 57,679,720 shares, each with a nominal value of SEK 1.
Each share entitles the holder to one vote. All of the shares
carry the same entitlement to the company’s assets and profits.
One trading unit consists of 100 shares. Nobia has been listed
on the Stockholm Stock Exchange’s O-list since 19 June 2002.

Ownership structure

On 30 December 2005, Nobia had 5,436 shareholders. The ten
largest owned 48.5 per cent of the capital and votes. Foreign
owners held 28.5 per cent of the share capital and Swedish
institutional shareholders owned 59.9 per cent. The seven

No. of shares Share of capital and votes, % Accumulated share, %

Oresund 4,508,900 7.8 7.8
Robur fonder 4,132,171 7.2 15.0
If Skadeforsakring 3,639,700 6.3 21.3
Sakl 3,284,000 5.7 27.0
Columbia 2,755,000 4.8 31.8
AMEF pension fonder 2,753,400 4.8 36.6
HQ fonder 2,086,038 3.6 40.2
Tredje AP fonden 1,751,381 3.0 432
Skandia Liv 1,549,200 2.7 459
Didner & Gerge aktiefond 1,500,000 2.6 48.5
Total 27,959,790 48.5

Source: VPC/SIS Ownership Data Corp.

Share price trend
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Data per share

2001 2002 2003 2004 2005
Earnings per share
before dilution, SEK 5.47 7.83 586 10.27 111
Earnings per share
after dilution, SEK 5.15 7.53 5.84 10.23 11.01
Dividend per share, SEK - 2.25 2.25 3.00 3.50"
Yield, % - 3.53  3.02 274 229
P/E ratio - 93 132 14 15
Shareholders’ equity per share, SEK 38 45 46 44 55

1) Board proposal

2)Price on 30 Dec. 2003: SEK 75.00
3)Price on 30 Dec. 2002: SEK 64.50
4 Price on 30 Dec. 2004: SEK 110.00
5) Price on 30 Dec. 2005: SEK 161.00
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members of Nobia’s Group management had combined hold-
ings of 1,301,000 Nobia shares at the end of the year, which is
equivalent to 2.2 per cent of the capital and votes. Nobia’s
Board members held 746,050 shares in the Company at the end
of the year, which is equivalent to 1.3 per cent of the capital and
votes. Nobia has no knowledge of any shareholders’ agree-
ment between Nobia’s owners.

Share-related incentive schemes

In 2003, the senior executives and key individuals in the Nobia
Group were given the opportunity to take partin a five-year
warrant scheme. Ninety-one people acquired a total of 774,600
warrants to subscribe for new shares in Nobia AB. The sub-
scription price was set at SEK 70.50 and the warrants were
issued on 22 May 2005. The warrants will expire on 22 May
2008 and can be used to subscribe for shares over the period 22
May 2005 - 22 May 2008. At the end of 2005, 10,500 warrants
had been exercised to subscribe for new shares.

During 2005, in accordance with a decision made at the
AGM, a performance-related staff warrants scheme was estab-
lished. The total number of warrants is 610,000. In brief, the
scheme operates as follows. Employees must remain with the
company until 31 May 2008. The number of subscription war-

Ownership structure, 30 December, 2005

No. of shares

No. of shareholders

rants is dependent on the annual profit increase per share. If
this is below 5 per cent, no warrants will be issued. On a rising
scale up to 15 per cent the number of warrants issued rises to
100 per cent. The subscription price is set at SEK 124.70.

Share repurchase
At the beginning of 2006, Nobia owned none of its own shares.

Dividend policy

The Board’s intention is for Nobia to pay a dividend equivalent
on average to at least 30 per cent of the after-tax earnings. When
preparing proposals for future dividends, the Board’s first con-
siderations are the investment requirement, the Group’s finan-
cial position and profit development, and the prospects over
the next few years. For the 2005 financial year, the Board pro-
poses a dividend of SEK 3.50 per share, which is equivalent to
32 per cent of the net earnings for the year or SEK 202 million.

Analysis

The following securities brokers and banks have presented
analyses of Nobia: ABG Sundal Collier, Carnegie Investment
Bank, Enskilda Securities, Hagstromer & Qviberg, Swedbank
and Handelsbanken.

% of shares % of shareholders

1-500 725,221 3,314 1.3% 61.0%
501-1,000 875,413 1,021 1.5% 18.8%
1,001-2,000 646,761 395 1.1% 7.3%
2,001-5,000 999,635 290 1.7% 5.3%
5,001-10,000 1,013,671 129 1.8% 2.4%
10,001-20,000 1,158,277 78 2.0% 1.4%
20,001-50,000 2,545,756 78 4.4% 1.4%
50,001-100,000 3,307,452 45 5.7% 0.8%
100,001- 46,407,534 86 80.5% 1.6%

57,679,720 5,436 100.0% 100.0%
Change in share capital

Changein Changein Total no.
Year Transaction shares amount share capital Total share capital of shares  Nominal value
1995 Company formed 10,000 100,000 100,000 10,000 10
1996 New issue 2,990,000 29,900,000 30,000,000 3,000,000 10
1997 New issue 126,220 1,262,200 31,262,200 3,126,220 10
1998 New issue 4,425 44,250 31,306,450 3,130,645 10
2000 Non-cash issue® 987,636 9,876,360 41,182,810 4,118,281 10
2000 Non-cash issue2) 509,123 5,091,230 46,274,040 4,627,404 10
2001 Non-cash issue?) 989 9,890 46,283,930 4,628,393 10
2001 New issue 26,684 266,840 46,550,770 4,655,077 10
2002 New issue 297,944 2,979,440 49,530,210 4,953,021 10
2002 New issue 113,901 1,139,010 50,669,220 5,066,922 10
2002 Split 10:1 45,602,298 - 50,669,220 50,669,220 1
2002 New issue 7,000,000 7,000,000 57,669,220 57,669,220 1
2005 New issue 10,500 10,500 57,679,720 57,679,720 1
1) Refers to Poggenpohl acquisition.
2)Refers to Norema/Invita acquisition.
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BUSINESS CONCEPT AND GOALS

Creating value for customers and owners

Business concept

Nobia develops, manufactures and markets interior solutions
for kitchens, bathrooms and storage. Wide market coverage
will be achieved with distinct brands and a multi-channel
strategy. Through an industrial approach, economies of scale
will be achieved in production, logistics and purchasing to cre-
ate value for customers and owners.

Nobia’s goals

Profit growth

Earnings per share shall increase on average by 12 per cent

annually. Nobia will achieve this by:

—achieving organic growth that is 2-3 per cent higher than
market growth

— continuing to grow through acquisitions

- improving margins so that the operating margin (EBIT) is at
least 10 per cent over a business cycle.

Financial strength

The debt/equity ratio, expressed as net debt in relation to
shareholders’ equity, shall not exceed 100 per cent. A tempo-
rary elevation of the debt/equity ratio is acceptable in conjunc-
tion with acquisitions. A long-term significantly lower
debt/equity ratio shall be adjusted by an extraordinary divi-
dend or a buy-back of shares.

Dividends

Dividends to shareholders shall on average comprise at least
30 per cent of the profit after tax. Decisions about the size of the
dividend will be made in relation to the company’s capital
structure at the time.

Profitable growth and margin improvements

By consistently following established strategies, the growth
target regarding earnings per share (EPS) will be achieved,
both through organic earnings growth and via company acqui-
sitions, as well as by raising the operating margin in the busi-
nesses that are not meeting the Group’s goal. These aims can be
summarised as a clearly defined target for increasing the EPS
over time. The EPS measurement has been chosen as the
Group’s main target because it summarises the effects of
growth, the operating margin, capital effectiveness and the
price of acquired units and chosen financing methods. An
additional advantage of this measurement is that it is easy to
derive from the accounting records and therefore possible to
follow quarterly.

The table below shows Nobia’s EPS performance since
2001. For the period 2001-2005, the average rate of increase
was 16 per cent compared with the target of 12 per cent. In 2005
growth was 8 per cent.

8

Earnings per share after full dilution, 2001-2005

2001 2002 2003 2004 2005
Earnings per share, SEK" 6.18 8.69 6.88 10.23 11.01
Annual change, % 41 =21 49 8
Average annual growth?) 41 6 18 16

1) EPS before goodwill amortisation, 2001-2003.
2)Starting from 2001.

Nobia’s growth strategy is conditional on investments in both
company acquisitions and in existing businesses. Nobia
assesses and judges investments based on the cash-related
repayment period and return on invested capital.

Return on invested capital is a decisive factor when evalu-
ating acquisitions. The required return on investment in com-
pany acquisitions is determined according to Nobia’s
weighted capital costs. This capital cost is composed partly of
the capital market’s required return to invest in Nobia’s shares
and partly by the interest on Nobia’s loan financing.

Sales growth, divided between organic and acquired growth
during the period 20012005, is shown in the table below. The
average sales growth over the period was 11 per cent.

Sales growth %, 2002-2005

2002 2003 2004 2005
Organic change, % -2 3 11 3
Acquisitions, disposals and
exchange rate effects, % 18 -6 1M 7
Total growth, % 16 -3 22 10
Average annual growth ) 16 6 11 11

1) Starting from 2001.
Margin improvements
Development of the operating margin (EBIT) per business

region is presented in the table below.

EBIT margin per business region %, 2002-2005

2002 2003 2004 2005
UK 9.7 7.7 6.7 5.1
Nordic 12.1 11.8 13.4 141
Continental Europe 33 43 6.3 53
The Nobia Group 8.2" 6.7 8.2 7.7

1) Operating margin before goodwill amortisation.

It is reasonable for Nobia to achieve an EBIT margin of 10 per
cent at Group level. Many of the business units that have been
affiliated with Nobia for a long time are at that level or above it.
As shown by the table above, the Nordic business well exceeds
this level.
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Return on capital employed, %
2004

Debtlequity ratio %, 2001-2005

2005 2001 2002 2003 2004 2005
Return on capital employed 23.1 214 Debt/equity ratio 113 39 63 47 36
Return on shareholders’ equity 25.7 22.6 Debt/equity ratio,
including pensions 17 42 66 80 65
Nobia observes extreme caution when implementing its target
for the operating margin so that all business opportunities DIVIDEND
with a high capital turnover rate and return on capital, but rel-
atively lower profit margins, are optimised. The business units
are controlled with targets for sales, operating profit, operating Nl share
margin and tied-up capital. The target figures are based on 3.0
past outcomes, comparative data from benchmarking and with 25
consideration to external factors such as the business climate. 2.0
The margin targets for some business activities can be set lower 1.5
without adversely affecting the Group’s return on capital. This 10
applies, for example, to certain sales of accessories with low 05
refinement and a high rate of capital turnover. 00— 02 2003 2004 2005"
As previously described, return on invested capital is a
decisive factor in decisions on company acquisitions. This " According to the Boards proposal.
means that acquisitions do not exclude businesses with a lower Since 2002, the dividend per share
operating margin than the Group’s target. hastincreased on average by 16 per
cent.
NOBIA'S DEVELOPMENT
Strategic decision to focus
on the European kitchen Acquisition of Norema
market and Invita
Acquisition of
the Poggenpohl Group
Acquisition Acquisition Acquisition Acquisition  Acquisition
of Novart of Magnet Exchange of Gower of EWE-FM of Hygena
listing
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
| I
|
Buy-out of Nobia Divestment of  Divestment of Svenska D LeStMeNt of ¢ of businesses
from Stora Swedoor Fonster and BorDorren :)tr?)rdiigtg; in Penrith and Flint
9
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STRATEGY

Nobia’s strategy — four cornerstones
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1. Decentralised responsibility for profitability

Nobia builds and organises its business on the basis
of a decentralised responsibility for each respective
brand and its entire value chain. The kitchen market
in Europe is characterised by the diversity of national
brands that are presented to customers through
several different sales channels. Selling kitchens is
mainly a local business. Success in this market is
based on having a presence close to the customers.
Nobia’s organisation, which is structured according
to brand and decentralised, provides the condi-
tions to successfully implement a multi-channel
strategy, in addition to achieving efficient business
control.

10

2. Multi-channel
strategy

4. Profitable growth |||||i |i||_i

Nobia’s sales are underpinned by strong, local brands that are
marketed either in the Group’s own stores, in co-operation
with distributors or franchise holders or through other sales
channels. The organisation must create proximity to the local
markets and strengthen relations with the end customers.
Nobia’s business is therefore run through decentralised busi-
ness units, with each unit having independence in decision-
making and responsibility for its own organisation and results.

Responsibility for the value chain

Independence in decisions and complete profit responsibility
are the organisation’s key principles. Because several brands
are independently manufactured and/or assembled, responsi-
bility is included for the effective utilisation of plant capital
and working capital in the business unit’s responsibility. The
business units are responsible for their own vertical value
chain - from material procurement to customer sales. All
kitchen solutions vary in terms of composition, measurement
and accessories, making most of the processing stages highly
complex. The ability to handle this complexity in a cost-effec-
tive way is a crucial factor for the units’ competitiveness.
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Another key factor regarding competitiveness is the ability of

the business units to exert influence in specialised kitchen
stores to affect the business offer in the various customer seg-
ments and sales channels.

The relationship between Group management and the
business units is based on clear division of responsibility. In
brief, this means that Group management has responsibility
for the overall business concepts, strategies and long-term
financial goals. Within this framework, the business units have
considerable freedom to develop their brands.

Transparency enhances control

In this internal co-operation, Group management takes respon-
sibility for business development and synergy issues between
the business units and makes internal comparisons and know-
how exchange easier. The joint information system developed
by Nobia is very important in this context. The system enables
comprehensive analysis because many key indicators are
available for each business unit. All goals are established
jointly by each business unit and Group management. Possibil-
ities to compare performance enables for healthy competition

between the units. The starting points are past profitability,
Group-wide goals and the improvement potential identified
through benchmarking. The exchange of knowledge and expe-
rience between the business units is another important success
factor. The exchange of information also results in synergies
and efficiency improvements, for example within production,
marketing and purchasing. This is clearly apparent from the
cost reductions that have been achieved through increased co-
ordination in recent years.

Knowledge exchange is also linked to benchmarking.
Benchmarking focuses on financial information and on key
performance indicators (KPI), which are key figures concern-
ing, for example, the cost and the amount of time spent per
unit in production, delivery reliability or stock turnover rate.

In 2006, Nobia will strengthen its organisation by gathering
all business units into three regions headed by regional man-
agers. The aim is to enhance our performance both in terms of
growth and co-ordination. This organisation is described in
further detail on pages 22-23.

M
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2. Multi-channel strategy

Nobia strives to reach customers with an array of
brands through various sales channels,thereby
attaining broad market coverage. A major propor-
tion of Nobia’s sales are through specialised
kitchen studios, which are run as the Group’s own
stores or by franchise holders.

At the end of 2005, Nobia had 557 such stores. Following the
acquisition of Hygena in February 2006, the total number has
risen to 695 wholly-owned or franchised stores. They now
account for around 75 per cent of total sales and enable Nobia
to exert strong influence in the most significant of sales chan-
nels. Nobia thereby has an impact on decisive aspects of the
sales process and can broaden the content of the offer to the
consumer.

The business units’ strong brands give Nobia’s products a
clear profile and identity. The brand portfolio includes
national, regional and global kitchen brands. Poggenpohl is
one of the best-known kitchen brands worldwide. HTH is an
example of a regional brand, while Magnet, Marbodal and Sig-
dal are examples of national kitchen brands. Most of Nobia’s
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brands are currently ranked one or two in their markets due to
consistent, long-term efforts in which the various concepts and
brands are integrated in the sales channels.

Apart from the strong brands, having a presence in differ-
ent sales channels is crucial to reach the various customer seg-
ments, especially as customers often choose the sales channel
before selecting a brand. In addition to specialised kitchen stu-
dios, DIY chains are important for Nobia’s business units. For
some business units, direct sales to construction companies are
significant. In the German market, which is one of the largest in
Europe, it is common for retailers to be organised in purchas-
ing organisations that manage the contacts with kitchens sup-
pliers.

Greater order value

Through its presence in different sales channels, Nobia is able
to influence its offer to the end customer, for example in terms
of content, design and exposure of the kitchen conceptina
store. Experience has shown that the possibility to exercise this
type of influence is crucial for sales. At the end of 2005, around
70 per cent of Nobia’s sales were through sales channels where
Nobia had a strong influence. These channels consisted of the

12
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STRATEGY

557 specialised kitchen studios operated by Nobia or franchise NOBIA'S INFLUENCE OVER STORES

holders, as well as ex-factory direct sales.

In addition, numerous strategic partners have exclusive 15% Low influence

agreements with Nobia. The business units are also working Medium influence

actively in other sales channels to improve service content and
thereby their co-operation with retailers. The business units are
endeavouring to gradually expand their offer to the end cus-
tomers. Specialised kitchen studios offering an increasingly
broader range also mean increased average order values,
which boost Nobia’s growth and profitability.

Strong influence

. Share of sales
More sales partnerships

The business units that work with larger chains are now start-

ing to develop category management. This involves strategic Influence over encounters with the customer
has a major effect on the sales process and
average order value. 68 per cent of Nobia’s
store’s or chain’s offer within the kitchen and bathroom seg- sales are through sales channels where the
ments. Taking responsibility for the entire kitchen concept may company has a strong influence, i.e. spe-
cialised kitchen studios operated by Nobia or a
franchise holder, as well as direct sales.

partnerships in which the unit takes total responsibility for the

include help with marketing, display layouts in stores, and
providing far-reaching support in the areas of sales and serv-
ice. Category management is currently used mainly for large
customers in the DIY channel and for direct sales to the build-
ing trade.

Nobia’s brands in different channels

In Europe, kitchen interiors are sold through many different channels. Experi- kitchen studios, furniture stores, multiple retailers and direct sales. The most
ence shows that consumers often choose the sales channel before selecting a expansive channels are specialised kitchen studios and multiple retailers (DIY
brand. Success requires a broad range of brands connected to many offers in all chains).

the sales channels. Nobia currently focuses on five sales channels — specialised

Kitchen studios

Own stores  Franchise Independent Furniture stores Multiple retailers Direct sales

\YEL] .

Marbodal
Myresjokok
HTH

Invita

Norema

Sigdal

Novart

Optifit
Poggenpohl
Pronorm
EWE-FM

Hygena?®)

) In February 2006, Nobia acquired French kitchen retailer Hygena.
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The store — key point in winning the customer

The store is the key point in contacts with
customers. By having attractive stores in prime
business locations, Nobia's business units can
communicate and inspire while making the
buying process simpler for the customer.
Improvements in the form of new store
openings, relocations and refurbishments are
implemented continually to develop Nobia’s
dynamic store network.

“The battle for customers is won in the store.” Nobia uses
this phrase to emphasise the key importance of the store in
today’s kitchen market. At the end of 2005, Nobia had 557
stores in its own network, including franchises. Following
the acquisition of Hygena in February 2006 the number of

Inspiration. Stores provide ideas and inspiration when selecting a new kitchen.

14

stores rose to 695. Nobia’s multi-channel strategy, with dif-
ferent brands marketed in various channels to provide
broad market coverage, is the basis for all retail operations.

Looking to the future

The ability to influence different phases of the customer’s
buying process is a crucial factor. It includes everything from
marketing and store exposure with active sales staff provid-
ing ideas, solutions and drawings, to financing and installa-
tion service. Follow-up is also important in order to make
sure that store offers match changing consumption patterns.
Adaptations can entail adding more service or associated
services, or broadening the range — for example the inclusion
of appliances, or accessories such as lighting, handles and
worktops —or completely new concepts. Poggenpohl’s Stu-
dio Concept, which was launched at three additional stores
in 2005, is one example of concept development.

ANNUAL REPORT 2005



STRATEGY

Another is Marbodal’s partnership with Electrolux
Home, which resulted in the development of a completely
new kitchen concept called Sentens for the chain. Kitchens
are a new product for Electrolux Home and at the end of
2005, there were 72 stores throughout Sweden selling Sen-
tens.

Even though the adjustment and development of offers
varies between business units, the final goal is the same — to
create inspiring stores offering attractive and richly varied
kitchen solutions.

Many new start-ups

New stores are opened continually in order to develop the
store network. Since 2000, an average of 10 wholly-owned
stores, including franchises, have been established each
year. The Novart business unit in Finland opened two new
stores in 2005 devoted to flat-pack sales only. This concept is

called Nettokeittot, and Novart intends to open a number of
additional stores over the coming years. In Finland, Novart
has also continued the expansion of its KeitticMaailma con-
cept, which brings together all brands in a single store. At
the end of 2005, there were two such stores in Finland.
Meanwhile, the establishment of specialist Marbodal stores
continues in Sweden. Two new franchises were opened in
2005.

Upgrading stores

In addition to rolling out new stores, Nobia relocates and
refurbishes existing ones. In the UK, Nobia plans to upgrade
about 150 stores by 2008. In 2005, a total of 24 stores were
refurbished or relocated. In the Nordic region, HTH refur-
bished or started up 16 stores. Six of these stores were DIY
stores, which is HTH’s concept for flat-pack sales.

Personal service. Active sales staff help customers to
choose among a wealth of options.

Planning. Plans, drawings and other practical issues are part of the sales process.

15
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3. Low product costs

Nobia endeavours to continuously reduce product
costs. This means that co-ordination is gradually
increasing within production and purchasing, and
that economies of scale are being utilised opti-
mally in these areas. The aims of these efforts
include the increased harmonisation of the prod-
uct range and more production-efficient designs.
These types of efficiency improvements will be
achieved while maintaining the breadth and
diversity of Nobia’s offering to its customers.

Within Nobia, product costs represent nearly two thirds of the
Group’s sales. The gradual reduction of these costs is an
important goal and a continuous process. This work has
resulted in an increasing amount of purchasing being handled
via central agreements, while shared purchasing procedures
are being developed for more product categories. Meanwhile,
cabinet frames are being standardised and the range of work-
tops being harmonised throughout the Group. Co-ordination
of component production has been improved among the busi-
ness units. The overall result has contributed to a reduction in
product costs.

To further reduce supply chain costs, Nobia has expanded
purchasing to new geographical markets, mainly in Asia and
Eastern Europe. One of the Group’s purchasing goals is to
attain large, global volumes within selected product cate-
gories. By utilising these economies of scale, purchasing costs
can be reduced even further.

The components used in Nobia’s own production go
through a make/buy analysis. This is an overall assessment
that reveals what will be most cost-effective; to purchase com-
ponents from an external supplier or manufacture them within
the Group. If the decision is to manufacture, it is concentrated
as much as possible to a single plant to gain from economies of
scale. One example of this concentration is the HTH subsidiary,
Implast, which manufactures laminated worktops for most of

PURCHASES PER PRODUCT CATEGORY

Nobia’s business units in the Nordic region, and Marbodal,
which supplies cabinet doors and carcasses to several business
units within the Group.

Systematic cost reductions

Large-scale production and economies of scale within purchas-
ing and production are given high priority. At the same time,
the offer from the business units must be characterised by both
breadth and diversity. Systematic reviews of product cate-
gories are performed to maintain the right balance. These
reviews shall result in clear strategies for reducing costs. In
2005, for example, the knobs and handles category was subject
to such a review. It resulted in a significant reduction in the
number of suppliers. The overall number of knobs and handles
within the Group will be reduced considerably. However, the
range offered by each business unit will be as extensive as
before, and customers will be offered between 50 and 100 dif-
ferent models and finishes.

Similar reviews will be performed in future for other
product categories. Each category has a purchaser with
responsibility to sign agreements for the Group. All cate-
gories have savings targets that are followed up regularly.
Reducing costs also involves increasing the amount of
purchases, directly or indirectly, from low-cost countries.
The same applies to some of Nobia’s production, with
manufacturing of solid wood cabinet fronts for the entire
Group now carried out in Lithuania.

More efficient production

Kitchen manufacturing is largely a logistical flow. Most of
Nobia’s business units are only assembly units based on
assembly-to-order. Assembly is thus the definitive final link in
the logistics chain through to delivery to the customer. At this
stage, economies of scale and capital intensity are relatively
low. Component production is, however, capital-intensive and
economies of scale are large. This is why Nobia is increasingly
concentrating its component production to specialised units.
An increasing number of these units use lean manufacturing,

Trade products 26% Raw material 29%

Assembly

components 45% ‘ '

Raw materials, i.e. chipboard, are processed and refined.
Assembly components include articles such as hinges.
Trade products are finished items, such as white goods.
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Finished furniture Veneer and solid wood 4%

products 4%

PURCHASES PER PRODUCT GROUP
Other7%
Worktops and

laminates 7%
Door fronts 18%

-V

Trade procucts 26%

Fittings and

accessories 16% Sheet material 18%
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which means systematic improvements of flows and processes
in order to boost efficiency.

Plans for improving production efficiency also include
more order-based production, which will be implemented at
Magnet’s plant in Darlington during 2006

The Group-wide standard for carcasses, K 20, is central in
the process of co-ordinating and streamlining production. The
greatest benefit of a common standard is lower costs for prod-
uct supply. This is possible because a common standard

4. Profitable growth

Nobia generates growth through a combination
of organic growth and acquisitions. The European
kitchen market is fragmented and most of the
manufacturers are small and operate mainly in
their own local markets. This creates opportunities
for Nobia, which aims to continue to lead the con-
solidation of the European kitchen market.

Nobia will achieve organic growth through:

¢ continually developing and strengthening Nobia’s brands
and distribution channels

¢ continually updating and adapting the store network in line
with new trends and purchasing behaviour

¢ developing and co-ordinating the product range

* new partnerships and co-operation in distribution and sales

¢ raising the average order value through increased sales of
accessories and service.

Proven acquisition model

Growth will also be achieved through acquisitions. There are
many attractive acquisition prospects on the back of the highly

SALES GROWTH

ANNUAL ORGANIC GROWTH

enables larger volumes of products with the same dimensions
to be produced. So far, this standard has been introduced in
five business units in the Nordic region and one in Germany.
Co-ordination has been gradually developed, which has meant
that a greater proportion of component supply is now handled
within the Group. Increased standardisation offers great
potential for Nobia. The aim, therefore, is that the business
units will start to use even more joint product platforms and
standard modules in their production.

fragmented structure of the European kitchen market. Several

factors show that Nobia can, credibly, lead the consolidation of

this market:

¢ relative size and financial strength

* experience in managing and integrating international
businesses

¢ earnings and profitability improvements achieved in
acquired companies.

Clear criteria

The acquisition strategy involves Nobia strengthening its posi-

tions in existing markets, in addition to establishing a presence

in other countries in Europe. An acquisition prospect will:

® be well integrated in a distribution chain all the way to end
consumers

e provide potential synergies

® have a strong brand

* have a leading position in its market segment and / or within
its geographical market

¢ have a stable and efficient management

* give a satisfactory return on capital employed.

SALES ANALYSIS
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THE EUROPEAN KITCHEN MARKET

Growing interest in kitchens

The kitchen market has developed positively in
recent years. An important factor behind this
trend is the rise of the kitchen as the home's focal
point and the greater interest in design and
interior decorating. Increasing customer demands
have been the driving force behind the greater
specialisation of sales channels and the mounting
need for brand profiling. Kitchens with a high
design content in the upper segment are, along
with flat-pack solutions, today’s fastest growing
segments.

Lifestyle trends that reflects a greater interest in the home and
interior decorating have contributed to the increased value of
the European kitchen market in recent years. The role of the
kitchen has also changed. Previously, the kitchen was quite a

The market in figures

Three types of buyers dominate the kitchen market — private con-
sumers, craftsmen who purchase for end customers and construc-
tion companies that build or renovate large housing projects.
Demand for kitchen interiors is governed mainly by consumer
buying power. This buying power is affected by financial factors
such as disposable income and interest rates, as well as by psycho-

NOBIA IS THE MARKET LEADER IN EUROPE

small space with simple and practical functions. Over time, the
kitchen has become the home’s focal point and somewhat of a
status symbol — a status symbol in which design and decorat-
ing trends have increased in importance.

Increased order value

At the same time, the change has meant that kitchen interiors —
which were previously producer goods —have become more of
a consumer product. The trends show that customers want to
have larger, more individualised kitchens, as well as specially
designed products and accessories. Furthermore, customers
are willing to spend a larger portion of their disposable income
on their kitchen, a development that results in rising average
order values. To keep up with these trends, manufacturers are
trying to expand their offers in the different sales channels.
One example is that the share of white goods sales via kitchen
studios — as well as sales of installation services — has increased
in recent years. This confirms the importance of specialised
kitchens stores that offer a broad range.

logical factors such as expectations for the future. The demand
from the renovation market is more significant than the demand
from new construction. In the countries where Nobia is active,
the renovation market accounts for an average of 70 per cent of
demand and the new construction market for the remaining

30 per cent.

CONSOLIDATION OF THE EUROPEAN KITCHENS MARKET

%

Nobia (S Nobia is Europe’s leading

MFI (UK kitchen manufacturer

Alno (D with an estimated mar-
Nobilia (D ket share of just under 9
Snaidero (I .

SALM (F per cent. Following the

)
)
)
)
)
(D; acquisition of Hygena in
Hacker (D) France, Nobia’s market
Ballingslov (S) share is estimated to be
Fournier (F} around 10 per cent.
Siematic (D)
Schiiller (D)
Scavolini (1)
Symphony (UK)
Bauformat (D)

0 2 4 6 8 10

Source: Csil and Nobia.
Figures are for 2005 and exclude IKEA.
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%

The kitchen market in Europe is still £0
fragmented. Most manufacturers are
small and operate mainly in local
markets. The industry is however
being consolidated gradually.

2001 2005

Over the past five years, the joint
market share of the five largest
kitchen companies has risen from
21 to 27 per cent.
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THE EUROPEAN KITCHEN MARKET — GEOGRAPHIC DISTRIBUTION

HTH

DISTRIBUTION CHANNELS

Other countries 21% Germany 20%

France 10%

Nordic countries 12% '

In 2005, sales in the European kitchen market totalled approxi-
mately EUR 12 billion (calculated in producer prices).

ltaly 18%

GROWTH PER MARKET 2005

%

The total European market for 8
kitchens is estimated to have 6
grown by 2 per cent in 2005. 4
Markets in France and the 2
Nordic region, and Swedenand
Denmark especially, reported 5 |
strong growth. Demand fell in ad
the UK and Germany, however. ad
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Consumer tastes and preferences are becoming Other
increasingly similar, but there are still significant dif- BUlKITg) e/

. direct sales
ferences from market to market. The importance of Multiple
the sales channels also varies between countries. retailers
Specialist kitchen stores are a major sales channel Kitchens specialists
throughout Europe, but in Germany, for example, UL Gifeies
furniture stores are an important outlet for
kitchens. In the Nordic region and the UK, multiple
retailers are important channels.
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The kitchen market in 2005

UK -fall in demand
The UK kitchen market is the second largest in Europe and
sales in 2005, measured in producer prices, was about EUR 2.2
billion.

During the year, demand fell by 6-7 per cent, mainly due to
a slowdown in the housing market, which led to fewer house
transactions. The markets for bathrooms and storage also fal-
tered. Through brands such as Magnet and Gower, Nobia’s
market share in the UK is around 15 per cent. Magnet is the
market leader for rigid kitchens in the middle segment. Gower
is the market-leading supplier of flat-pack kitchens to multiple
retailers in the UK.

Nordic region - growth continues

The kitchen market in the Nordic region is worth about EUR
1.4 billion, measured in producer prices. In recent years,
growth has averaged at around 5 per cent per year. In 2005
growth was estimated at 7 per cent. Growth was driven by con-
tinued strong demand in the new construction segment in both

20

Sweden and Norway. Development was also favourable in the
renovation segment. The market in Denmark progressed
strongly, while the Finnish market was unchanged compared
with 2004. Nobia’s share of sales in the new construction seg-
ment is larger in the Nordic region than in other markets. The
company is the market leader in all the Nordic countries. The
overall market share for the entire region is around 34 per cent.

Continental Europe — demand remains weak

Nobia’s Continental European business was mainly attributa-
ble to three countries in 2005 — Germany, the Netherlands and
Austria. Germany is the largest single market. Development in
Continental Europe has been weak for several years. In 2005
the decline in this market is estimated at 4 per cent. This trend
stems mainly from generally weaker demand for consumer
products. Many manufacturers have been forced to restructure
their operations. Nobia’s market share is around 3 per cent in
Germany, 10 per cent in the Netherlands and 19 per cent in
Austria.

Optifit
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THE EUROPEAN KITCHEN MARKET

Nobia’s main markets Sales Market share
Denmark SEK 1,550 m 37%
Finland SEK771m 33%
The Netherlands SEK 333 m 10%
Norway SEK 1,382 m 39%
UKk SEK5,1770 m 15%
Sweden SEK 1,018 m 27%
Germany SEK 842 m 3%
Austria SEK510 m 19%

Growth in flat-pack kitchens

In the UK and France, for example, flat-pack kitchens consti-
tute more than 40 per cent of the total market. The Nordic mar-
ket’s estimated share is 30 per cent, while in Germany, flat-
pack kitchens account for 20 per cent of the market.

Nationwide DIY chains as well as furniture stores — where
kitchens make up a significant portion of the product range —
are the most important channels for flat-pack sales. Many of
the DIY chains have expanded considerably in recent years, by
opening stores in large shopping centres outside cities. Via this
expansion— which is expected to continue in the future — the
chains are becoming a more important distribution channel for
European kitchen manufacturers. This has special implica-
tions, as many of the DIY chains have a pan-European strategy
and are often seeking close partnerships with strong, long-
term suppliers.

uno form

FLAT-PACK KITCHENS
502 The European market for flat-
pack kitchens is growing rap-
40 idly. Nobia estimates that this

segment currently accounts for
20-25 per cent of the total
European market, expressed in
value as a percentage of
kitchen interiors, excluding
accessory sales. However, the
size of the flat-pack kitchen
segment varies considerably
between different countries.

30

B Germany M UK
M Italy W France
M Nordic countries ™ Europe
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ORGANISATION AND EMPLOYEES

Optimising our development resources

Nobia’s organisation and human resource activi-
ties help attain the goals set in the Group’s strat-
egy. Organisational changes were put in place at
the start of 2006 in order to emphasise regional
responsibility for co-ordination and business
development. This will boost efficiency in key
areas such as growth, lower product costs and a
better operating margin. The focus within human
resources will be on internal recruitment. This will
improve the continuity of Nobia’s development
and open up career opportunities.

Previously, the Group’s support within business development
focused on the individual business units. The adaptation of
Nobia’s organisation will instead link responsibility to a geo-
graphic region and all the units in that region. This will enable
greater leverage of the development potential in each main
market. At Group level, three people will be responsible for
support to each business area: the UK, Nordic and Continental
European respectively. Responsibility will include develop-
ment of the existing business and initiatives that can
strengthen the Group’s positions in a region, such as activities
to reduce costs or boost marketing.

AVERAGE NUMBER OF EMPLOYEES,

NUMBER OF WOMEN/MEN COLLAR WORKERS

Local responsibility

Development of human resources reflects Nobia’s decen-
tralised organisation, in which local responsibility is a vital
principle. This applies to areas such as recruitment, skills
development, activities for well-being and the working envi-
ronment. It is also the business units that ensure Nobia’s over-
all values permeate everyday work and are enforced via Group
guidelines, which increase in importance as the Group
becomes more integrated. At the start of 2005, policies concern-
ing staff development were revised and extended.

At the corporate level, personnel work mainly concerns the
senior executives as well as the development of middle man-
agers. Prioritised areas include leadership, supply of middle
managers with high development potential, remuneration and
Group-wide training initiatives. The Group’s personnel man-
agement also assists in the improvement of integration
between units.

Flexibility and development within the Group is promoted
both through external recruitment, as well as by increasing the
number of existing employees appointed to senior positions.
The background for this is that internal recruitment con-
tributes to increased continuity, as staff with knowledge of the
business and the company culture earn promotions and utilise
their networks within Nobia. By focusing more on internal
recruitment, the Group is able to offer more attractive careers
for its own people. An increasing number of tailored skills
development projects, including contributions from external
specialists, are being implemented for senior managers.

DIVISION BLUE COLLAR/ WHITE

ABSENCE DUE TO ILLNESS

Average number Average number

0 Percentage of annual hours

7,000 5 000
6,000 — 6,000 I 35
5000 —  —— 5000— —f 3.0
25
4.000 4000— — B
20
3,000 3,000 —
15
2,000 2,000 .
1,000 1,000 0s
0 0.0
2003 2004 2005 2003 2004 2005 Blue collar White collar
Women Blue collar 160 >60 160  >60
| Men B White collar days days days days

The average number of employees
increased by about 9 per cent
between 2004 and 2005 to reach
6,573, mainly attributable to
acquisitions.

were white collar.
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In 2005, 56 per cent of the employ-
ees were blue collar and 44 per cent

A person who is on sick leave for 70
days in succession is reported as hav-
ing 70 days’ long-term absence, while
a person on sick leave for seven days,
ten times, is reported as having 70
days’ short-term absence.
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Extensive survey

Nobia has been carrying out an extensive survey of the
Group’s senior managers. In 2005, this was extended to include
150 top-rank managers. The survey is performed in close con-
sultation with business unit managers and results in an action
plan for management and skills provision. This plan facilitates
preparation for future changes. A number of different qualities
are assessed, such as strategic thinking, result-orientation and
the ability to communicate. Feedback is given to all the man-
agers who take part in the assessment in the form of personal
development reviews. As part of the process, Nobia also iden-
tifies future leaders.

Programme for leadership development

Nobia has a special management development programme for
staff in middle management expected to enter senior positions.
Itis called the Nobia Management Programme and 20 persons
from various business units participated in 2005. The pro-
gramme lasts for about one year and is based on several meet-
ings with specific themes such as leadership, finance or busi-
ness strategy. A large part of the work is done in project groups,
in which participants solve concrete, operations-based prob-
lems.

NOBIA’S ORGANISATION

Central staffs

Nordic business

Continental European

Marbodal

> UK business
business

Nobia operates via 14 business units that have a clearly defined responsibility for profits. The focus on kitchens provides many opportunities for
exchanging knowledge and implementing best practice. This is supported by a shared reporting system.

1) From February 2006 the French business unit, Hygena, is included in the Continental European business.
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ENVIRONMENT

Nobia and the environment

Each of Nobia's business units is responsible for its
own environmental work. The consumption of
materials and energy in manufacturing processes
is monitored using various key indicators that are
applied to both internal and external comparisons.

The materials used within the Nobia Group are 80 per cent
renewable. In volume terms, the most common materials are
fibreboard and solid wood. The wood waste generated from
production is used for heating the production plants or is sold
for animal and pet bedding. The Group therefore uses only a
very limited amount of fossil fuels in relation to the size of its
business, which minimises the net addition of greenhouse
gases to the atmosphere.

Reducing environmental impact

The main environmental impact caused by Nobia’s businesses
emanates from the exhausts of lorries and cars, and from emis-
sions of organic solvents. The Group is working actively to
improve planning and co-ordination of transport to reduce this

impact. To minimise personal transport, a Group-wide video
conferencing system is used. All business units are linked to
this system.

With respect to organic solvents, Nobia’s business units
already use a large amount of water-based and UV-tempered
paint and lacquer for finishing, which give off little or no emis-
sions of organic solvents. The amount of organic solvents will
gradually be reduced as developments are made in lacquers
and finishing plants are adapted to EU requirements for emis-
sions of organic solvents.

As most of Nobia’s processing and finishing concerns
wood, the environmental permits that are required for the
company’s businesses relate to emissions of organic solvents
from surface treatments, emissions of wood dust, wood shav-
ings and noise from wood processing, as well as emissions of
flue gases and ash from boiler rooms for heating. In the coun-
tries where Nobia has manufacturing plants, permits are
required for one or more of these forms of environmental
impact. All plants fulfil the conditions that are established in
their respective countries.

Energy and material balances for the manufacture of kitchen and bathroom interiors

IN

)
o Wood products incl. fibreboard, Purchased

9] electricity

" solid wood, veneer, bench tops, FACTORY
3 o d

2 finished kitchen doors, except those P

2 urchased

A with PVC film district

o heating

[

S

o

c

Q

o

Water

Freight packaging of wood/cardboard Purchased wood fuel

District heating delivery

Carbon dioxide, nitrogen dioxide, Hydrocarbons
carbon monoxide, sulphur dioxide, ash ouT
[ A

Kitchen and bathroom interiors

Biofuel heating

Fossil fuel heating

OWN HEAT
PRODUCTION

Kitchen doors finished with PVC film Fuel oil, gas

Yy

Metal components
Plastic components

int, glue and temperi
Plastic freight packaging
s and petrol for transg

Carbon dioxide
Nitrogen dioxide
Carbon monoxide

‘ Wood shavings and other wood waste

I -

Waste for external recycling incl.
wood chip and wood waste

Waste water

laste to waste disposal/incineratiol

onmentally harmful

The materials used within the Nobia Group are 80 per cent renewable. Wood waste generated from production is used for heating the plants. The Group therefore uses
only a very limited amount of fossil fuels in relation to the size of its business, which minimises the net addition of greenhouse gases to the atmosphere.
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Systematic reporting

Anumber of energy and material balance indicators are pre-
pared for all of the production units. The balances also show
the amounts of waste and emissions, and provide an overview
of the raw material consumption. This also allows the con-
sumption of materials and energy in the manufacturing
processes to be followed up in the form of various key figures.
These are then used for both internal and external compar-
isons, and form the basis for quantifiable environmental goals.
Each individual business unit determines goals and strategies
for their specific business based on the guidelines in Nobia’s
environmental policy.

Additional environmental certification

Acquiring environmental certification ensures that respect for
the environment is incorporated into all of the company’s
manufacturing and business processes, while improving the
environmental performance of the business. In 2005, Invita,
uno form and Implast in Denmark obtained ISO 14001 certifi-
cation. At the end of 2005, 15 of the Group’s 18 production
units had thus obtained ISO 14001 certification and /or were
registered according to the EU’s Eco-Management and Audit
Scheme (EMAS). The certified plants constituted 85 per cent of
the Group’s total sales.

Emissions and waste management

Invita increased production of painted components by 17 per
cent in 2005. The use of solvents, however, increased by just 10
per cent, due to more efficient use of material and reduced
repeat painting. Several components have been transferred to
the UV line, where only a very small amount of solvents are
used. By sorting at source, Magnet in Darlington has reduced
the amount of landfill waste by 16 per cent. Gower in Halifax
and Morley have also reduced waste volumes per thousand
produced panels by 22 per cent.

Responsible production

In Nobia’s business, a large part of the value added is generated
through the assembly of purchased components. The products
that are purchased should be manufactured under socially and
environmentally responsible conditions. The Group has special
guidelines for purchasing to ensure that manufactoring respon-
sibility is maintained.

Key figures 2005 20041 Forandring, %
Environmental management systems
Businesses with certified environmental management systems, % of Group sales2) 85 81 5
Greenhouse gases
Greenhouse gas emissions from transportation of products and personnel, Kg/cabinet 2.20 2.02 9
Greenhouse gas emissions from heating and manufacturing, Kg/cabinet 6.70 5.96 12
Volatile organic compounds
VOC emissions, kg/100 lacquered fronts 8.47 9.74 -13
Energy
Electricity, KWh/cabinet 9.42 8.67 9
Packaging material
Material use, kg/cabinet 1.26 1.24 2
Percentage of renewable packaging material, % 73 73 0
1) 2004 figures are adjusted using data from EWE-FM, which joined the Group in 2005, in order to make comparable figures representative.
2) Manufacturing prices.
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Directors’ report

Nobia AB, corporate registration no. 556528-2752

The Group in 2005

Nobia is Europe’s largest kitchen company. In January
2005, the acquisition of the leading Austrian kitchen manu-
facturer, EWE-FM, was finalised and the company was
integrated in the Group during the year. In March 2005,
Poggenpohl acquired a store in Switzerland.

Net sales for the Group climbed by 10 per cent and
organic growth, for comparable units and adjusted for cur-
rency effects, was 3 per cent. Net sales for the UK business,
for comparable units and excluding currency effects, fell by
5 per cent. Investment in the store network continued
according to plan. A special initiative has been focused on
large stores located centrally in major cities and the stores
that have been renovated have produced favourable
results. Organic sales growth was 13 per cent for the Nordic
business. Two important factors behind the strong sales
growth, in addition to general market growth, was
extended co-operation with key customers and the ongoing
store investments. Organic growth for Nobia’s Continental
European business was 3 per cent. Higher exports were the
main driver behind the increase.

The Group opened a total of 28 new stores during the
year, of which eight are DIY stores, and refurbished 101
stores. At the end of the year, the total number of wholly-
owned or franchised stores was 557.

Net sales and results

For the full year, net sales rose by 10 per cent to reach SEK
12,442 million (11,337). Acquired units contributed sales of
SEK 654 million in 2005 and SEK 33 million in 2004. For
comparable units and adjusted for currency effects, sales
increased by 3 per cent.

Operating profit amounted to SEK 954 million (930),
including costs of SEK 30 million for the action programme
carried out at the UK business during the year.

The operating profit rose for both the Nordic and Con-
tinental European businesses. Due to lower sales volumes
the operating profit of the UK business declined.

Operating profit was bolstered by the consolidation of
acquired units and includes a positive currency effect of
SEK 18 million arising from the translation of profits from
foreign subsidiaries into SEK.

The operating margin was 7.7 per cent (8.2). Excluding
costs of SEK 30 million for the UK action programme, the
operating margin for the current year is 7.9 per cent.

Financial items amounted to SEK -69 million (-90). The
improvement in financial items is mainly due to lower net
debt compared with 2004.

The profit after financial items was up 5 per cent on
2004 at SEK 885 million (840).

The tax cost for the period was SEK -244 million (-247),
which represents a tax rate of 27.6 per cent (29.4).

Profit after tax climbed to SEK 641 million (593), which
represents earnings per share after dilution of SEK 11.01
(10.23). The acquisition of EWE-FM had a positive impact
on earnings per share.

The UK business

- store improvements boost sales

The Magnet and Gower business units constitute Nobia’s
UK business. Magnet is focused on kitchens, bathrooms
and storage. The company operates via its own store net-
work and is a leading manufacturer in the middle seg-
ment. The business also includes the manufacturing and
sale of flat-pack kitchens and joinery products. Via the C.P.
Hart chain, Magnet also conducts a separate bathroom
business. Gower is the UK’s leading supplier of flat-pack
kitchens to multiple retailers.

Demand in the UK market is estimated to have fallen
by around 6-7 per cent in 2005 compared with 2004.

Net sales reached SEK 5,037 million (5,295), which
meant a decline of 5 per cent. Excluding currency effects
and for comparable items, sales of kitchens, bathrooms
and joinery fell by a total of 5 per cent.

The fall in sales is primarily due to the consumer seg-
ment and covers both rigid and flat-pack products. Sales to
professional customers in the Trade segment within Mag-
net were on a par with 2004. Higher sales for kitchen interi-
ors were offset by lower sales for joinery products.

Investment in the store network has progressed
according to plan. The investment programme has
focused on larger stores located in major city centres, and
has had a significant impact on the sales of refurbished
stores.

The operating profit fell to SEK 255 million (355). This
included SEK 30 million in costs for a completed action
programme, which was reported during the second quar-
ter. Lower sales volumes, mainly in the consumer seg-
ment, affected the operating profit negatively. The gross
margins for rigid and flat-pack kitchens improved. The
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completed action programme boosted profits from Q3
onwards. Higher overheads impacted negatively on
results.

The operating margin fell to 5.1 per cent (6.7). Exclud-
ing costs for the action programme, the margin was 5.7
per cent.

More store refurbishments

Magnet works with three different types of stores:
kitchen stores focused on consumers, specialist trade
stores for the small-scale building trade, and combined
stores for both consumers and professionals.

During 2005, Magnet refined its store concept. The
Trade concept for professional customers was given a
stronger profile with greater focus on competitive prices
and extended customer service. A dozen or so Trade
stores were refurbished. A new store concept was also
introduced for the consumer segment, based on experi-
ence-oriented buying patterns. During 2005, 24 stores
were renovated in accordance with this new concept. At
the end of the year, Magnet owned 204 stores. Five of
these are part of the C.P. Hart business, which is a retailer
of bathroom products. At mid-year, the C.P. Hart kitchen
activities were transferred to the Poggenpohl organisa-
tion. This activity, which has sales of around SEK 50 mil-
lion per year, is now a part of the Continental European
business.

The transition of Magnet’s plant in Darlington to
order-based production continued in 2005 and is
expected to be completed during the first half of 2006.
Production of doors at Magnet’s plant in Keighley was
closed according to plan.

The UK business

SHARE OF SHARE OF GROUP'S GROWTH IN
GROUP'S SALES OPERATING PROFIT ORGANIC SALES
40% 27% 8
\ -
0
-4

2003 2004 2005

Key figures 2005 2004 Change
Net sales, SEK m 5,037 5,295 -5%
Operating profit, SEK m (EBIT) 255 355 -28%
Operating margin, % 5.1 6.7
Operating capital 1) 1,326 1,329
Return on operating capital, % 19 27
Investments 237 171
Average no. of employees 2,344 2,413
No. of own stores 204 213
2005 2004
Quarter v m ] 1 v n 1] |
Net sales, SEK m 1,300 1,223 1,307 1,207 1,250 1,341 1,336 1,368
Operating profit, SEK m 74 59 42 80 63 78 92 122
Operating margin, % 57 48 32 66 50 58 69 89

1) Information about total assets has been replaced with information about operating
capital, which is more relevant in this context.

SHARE OF SALES
PER BUSINESS UNIT

Magnet 78% '

Gower 22%

SHARE OF SALES
PER PRODUCT

Joinery 16%

Bathrooms 5% <3

Kitchens,
and storage 79%

SHARE OF RIGID/
FLAT-PACK PRODUCTS

Flat-pack
products 31%

Rigid
products” 69%

D Kitchens, storage, and joinery products.
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The Nordic business — strong growth

The Nordic business comprises seven business units - HTH
and Invita in Denmark, Novart, with the A la Carte, Petra and
Parma brands in Finland, Norema and Sigdal in Norway, and
Marbodal and Myresjokok in Sweden.

Demand in the market is estimated to have grown by 7 per
cent for the year.

Net sales rose 16 per cent to SEK 4,769 million (4,116) and
organic growth was 13 per cent. Sales climbed in all Nordic
countries, with the fastest pace of growth in Sweden, Norway
and Denmark driven by rising demand and sales in the new-
build sector. Sales of accessories, primarily white goods, con-
tinued to increase their share of sales. Two important factors
behind the strong growth, in addition to general market
growth, were extended co-operation with key customers and
the ongoing store investments.

The refurbishment and opening of stores contributed to the

sales increase in the consumer segment. A total of 20 new

stores, including eight DIY stores, were opened during the year

and 77 stores were refurbished. The first two DIY stores were

28

opened in Finland. Through the partnership with Electrolux
Home, 17 new Sentens kitchen exhibitions were opened, and
72 Electrolux Home stores now offer this concept. Marbodal
supplies products for the Sentens range. Nobia has a total of
333 specialist kitchens stores, wholly owned and franchised, in
the Nordic region.

Operating profit increased by 22 per cent to SEK 672 mil-
lion (551). The operating margin climbed to 14.1 per cent (13.4).
Both the operating profit and operating margin were positively
affected by increased volumes. Currency effects, mainly in Q4,
also boosted profits.

More new stores

The extension and refurbishment of the store network in the
Nordic region continues. During the autumn, Myresjokok
opened its second store in Sweden and signed new agreements
with several of Sweden’s leading construction companies. As a
result, investments will be made in 2006 that will increase
capacity and improve the working environment in the com-
pany’s production plants. Marbodal opened two new kitchen
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stores in Stockholm as part of the franchise concept. Six
new kitchen departments were also opened as part of the
company’s DIY concept, which is marketed in building
materials stores in Sweden.

Invita relocated four of its showrooms in Denmark.
HTH opened 10 new showrooms, bringing the total to
131. HTH further developed its DIY concept in the Dan-
ish market. In 2005, a representation office was opened in
Shanghai, China. In 2005, HTH produced more than one
million kitchen cabinets in a year for the first time. The
company also invested in increased distribution capacity
in its @lgod plant. In Norway, Sigdal invested in
improved logistics for its goods reception area at the
plant in Nedre Eggedal.

In Finland, Novart has opened two new so-called
KeittiocMaailma concept stores, which bring together all
brands under one roof. Novart also established two
Nettokeittiot stores selling flat-pack kitchens only.

The Nordic business

SHARE OF SHARE OF GROUP’S GROWTH IN
GROUP'S SALES OPERATING PROFIT ORGANIC SALES
38% 70% 20
15
10
5
2003 2004 2005
Key figures 2005 2004 Change
Net sales, SEK m 4769 4116 16%
Operating profit, SEK m (EBIT) 672 551 22%
Operating margin, % 14,1 13,4
Operating capital 1) 778 751
Return on operating capital, % 86 73
Investments 143 156
Average no. of employees 2623 2511
No. of own stores 333 319
2005 2004
Quarter v m ] | v m 1] |
Net sales, SEK m 1,287 1,039 1,381 1,062 1,116 890 1,149 961
Operating profit, SEK m 190 137 225 120 171 113 174 93
Operating margin, % 148 132 163 113 153 127 151 9.7

1) Information about total assets has been replaced with information about operating
capital, which is more relevant in this context.

SHARE OF SALES

PER BUSINESS UNIT
Norema

Myresjokok, 5%
Invita, 8% ‘
Sigdal, 8%

Norema, 11% .
Marbodal, 14% '
Novart, 18%

HTH, 36%

SHARE OF SALES
PER PRODUCT

Bathrooms 2%

Kitchens and storage 98%

SHARE OF RIGID/ FLAT-PACK
PRODUCTS

Flat-pack
products 4% }
Rigid

products 96%
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The Continental European business

- improved operating profit

Nobia’s Continental European business comprises the Optifit,
Pronorm, Poggenpohl and EWE-FM business units. The most
important markets for Nobia in 2005 were Germany, the
Netherlands and Austria. Exports outside Continental Europe,
including intra-Group sales, accounted for 25 per cent of total
net sales in 2005. As of February 2006, the French business unit
Hygena, is a part of the Continental European business.

In Germany, the Netherlands and Austria it is estimated
that demand has fallen by around 4 per cent in 2005.

Net sales climbed 35 per cent to SEK 2,747million (2,031).
Adjusted for currency effects and for comparable units,
organic growth was 3 per cent. The main reason for the sales
increase was continued higher exports to Asia and the UK.
EWE-FM was integrated according to plan.

Poggenpohl is one of the world’s best-known kitchen
brands, with sales in more than 60 countries. In 2005, Poggen-
pohl’s Studio Concept was introduced in a further 43 stores.
The concept ensures brand uniformity worldwide. By the end
of the year, the concept had reached more than 330 stores. Out-
side the main markets of Germany and the Netherlands, sales
in the region take place in countries that include Switzerland,
France, Belgium and Luxembourg.

Operating profit rose by 13 per cent to SEK 145 million
(128). The operating margin was 5.3 per cent (6.3). Profits from
acquired units and higher sales volumes impacted positively
on the operating profit.

30

New concept
During the year Poggenpohl launched PlusModo, a new
kitchen concept developed in co-operation with the Spanish
designer, Jorge Pensi. PlusModo is described as “a powerful
poetic dialogue between presentation and concealment.”
Poggenpohl also received a number of awards during the year,
including the Good Design Award 2005 and Superbrand Ger-
many 2005, which ranks the strongest brands on the German
market. Poggenpohl has entered an agreement with Porsche
Design Group to develop a kitchen concept to be ready in 2007.
Pronorm, the German business unit, has initiated co-opera-
tion with EWE-FM, which will enable Pronorm to offer cus-
tomers an additional 40 cabinet fronts. Pronorm opened a new
showroom in 2005, enabling a comprehensive presentation of
the company’s product range.

Significant exports

In 2005, sales outside Continental Europe accounted for 25 per
cent of total sales. The US, Asia and the UK are the key export
markets, with the US remaining the largest. Export successes
have continued in Asia, mainly to China. At the end of the sec-
ond quarter, the C.P. Hart kitchen business was moved to the
Poggenpohl organisation. This business, which reports sales of
around SEK 50 million, is therefore now a part of the Continen-
tal European business.

Group cash flow and financial position
Cash flow after investments, but before corporate acquisitions,
rose to SEK 652 million (634) for 2005, despite a higher level of
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investment than the preceding year. Working capital fell
during the year by SEK 78 million. The total fall in working
capital for 2004-2005 was SEK 124 million. The fall was
mainly attributable to the UK business. Cash flow includ-
ing acquisitions amounted to SEK 335 million (603).

Investments in fixed assets amounted to SEK 472 mil-
lion (370) during the year. Investments were higher com-
pared with the previous year, mainly due to continued
store investments and the change to order-based produc-
tion within Magnet in the UK. Investments to increase
capacity were also implemented in the Nordic business.

The Group’s capital employed was SEK 4,613 million,
compared with SEK 4,391 million at year-end 2004. Cur-
rency effects, due to the weakening of Swedish krona, have
boosted capital employed by SEK 273 million.

Net debt at the end of the year amounted to SEK 1,143

million, compared with SEK 1,195 million at year-end 2004.

Company acquisitions, dividends and currency effects
increased net debt by a total of SEK 600 million, of which
currency effects resulting from the weak SEK amounted to
SEK 104 million. Cash flow from the business reduced net
debt by SEK 651 million.

Provisions for pensions, which are part of deductible
items in capital employed, amounted to SEK 915 million at
the end of the period, compared with SEK 850 million at
year-end 2004. The increase is mainly attributable to cur-
rency effects.

The translation effect on equity amounted to an increase
of SEK 158 million due to currency changes. Equity at the

Poggenpohl

The Continental European business

SHARE OF SHARE OF GROUP'S GROWTH IN
GROUP'S SALES OPERATING PROFIT ORGANIC SALES
\zz% . 15% 8
6
4
2
0
-2
-4

2003 2004 2005

Key figures 2005 2004 Change
Net sales, SEK m 2,747 2,031 35%
Operating profit, SEK m (EBIT) 145 128 13%
Operating margin, % 53 6.3
Operating capital ) 614 429
Return on operating capital, % 24 31
Investments 88 42
Average no. of employees 1,586 1,11
No. of own stores 20 14
2005 2004
Quarter v m 1] | v m ] |
Net sales, SEK m 737 691 704 615 509 500 511 511
Operating profit, SEK m 1) 40 42 45 18 32 36 38 22
Operating margin, % " 54 61 63 30 63 72 74 43

) Information about total assets has been replaced with information about operating
capital, which is more relevant in this context.

SHARE OF SALES
PER BUSINESS UNIT

Pronorm

EWE-FM, 22%

Pronorm, 18% '

Optifit, 27%
Poggenpohl, 33%

SHARE OF SALES
PER PRODUCT

Bathrooms 9% .

Kitchens and storage 91%

SHARE OF RIGID/
FLAT-PACK PRODUCTS

Flat-pack
products 19% ‘

Rigid
products 81%
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end of the period was SEK 3,184 million, compared to SEK
2,557 million at year-end 2004. During the year, SEK 174 mil-
lion was paid out in dividends, of which SEK 1 million was a
dividend to minority owners of subsidiaries.

The equity /assets ratio at the end of the year was 40 per
cent, compared with 35 per cent at the start of the year.

The debt/equity ratio was 36 per cent at the end of the year
compared to 47 per cent at the beginning of 2005. Including
provisions for pensions, the debt/equity ratio was 65 per cent
at year-end (80).

Available credit on 31 December was SEK 2,002 million.

Employees

The average number of employees in 2005 was 6,573, com-
pared to 6,052 at the previous year. The headcount increased
for the Nordic and Continental European businesses and
declined for the UK business. The increase for both the Group
as a whole and for the Continental European business is
mainly attributable to the acquisition of EWE-FM.

Environment

In Sweden, the Group’s operations at Marbodal AB and
Myresjokok AB require permits under the Environmental
Code. The Group’s operations that require permits mainly
affect the external environment through noise and emissions to
air in conjunction with processes for finishing wood products.

Effects of transition to IFRS 2005

From 1 January 2005, Nobia reports its financial information in
accordance with International Financial Reporting Standards
(IFRS) as approved by the European Union. Comparable fig-
ures from 2004 have been recalculated in accordance with IFRS
and the changed classification of pensions. A comparison of
new and old accounting principles is made in Note 33 of this
annual report.

The areas where transition to IFRS entails significant differ-
ences for Nobia are the reporting of company acquisitions,
minority interests and financial instruments. For Nobia, the
transition to IFRS has not had any significant impact on the
company’s income statement and balance sheets except for
reporting of goodwill. In accordance with IFRS, goodwill is no
longer amortised on a straight-line basis but will instead be
tested regularly for impairment.

32

The effects of the adoption of IFRS as reported in the 2004
annual report and the interim reports for the first three quar-
ters of 2005 have been preliminary. IFRS has been subject to
continuous review and approval by the EU. Nobia’s 2005
annual report is produced in accordance with the IFRS princi-
ples approved as of 31 December 2005. Those IFRS principles
that have been changed have not affected Group reporting,
which means that those effects previously described as prelim-
inary can now be considered to be final.

Parent company

The parent company is involved in Group-wide activities and
owns the subsidiaries. The profit after net financial items was
SEK 206 million (259) and consists mainly of dividends from
subsidiaries. The profit for the year was SEK 214 million (263).

Events after the end of the business year

In February 2006, Nobia acquired Hygena Cuisines, one of the
leading kitchen retailers in France. Hygena has annual sales of
around SEK 1.8 billion and a market share of approximately 11
per cent in terms of kitchens sold. The company has 900
employees and 138 wholly-owned stores. Hygena does not
have its own production. The company will be included in the
Group’s accounts from the date of acquisition. For further
details, see Note 34.

Future outlook

The demand for kitchen interior products normally follows the
same business cycle as other consumer capital goods. The mar-
ket comprises consumer purchases for home improvements,
which account for most of the demand, and a market for pro-
fessional new building and renovation projects. The growth in
demand consists partly of volume growth, and partly of value
growth in the form of increased order value and service. The
trend towards increased order value within Nobia has been
clear over the past five years, and Nobia believes this trend will
continue. The European kitchen interiors market is charac-
terised by a high degree of fragmentation. Consequently, there
are good opportunities for achieving economies of scale
through acquisitions.

ANNUAL REPORT 2005



DIRECTORS’ REPORT

Board activities in 2005
The Board’s activities are described on page 64.

Proposed appropriation of profit
The following profits in the parent company are at the disposal
of the Annual General Meeting:

Profit brought forward, SEK 195,622,813
Profit for the year, SEK 213,896,433
Total SEK 409,519,246

The Board of Directors and CEO propose that profits brought
forward be appropriated as follows:

Dividend to shareholders, SEK 3.50 per share 201,879,020
To be carried forward 207,640,226
Total SEK 409,519,246

The Board of Directors proposes a dividend for the 2005 finan-
cial year of SEK 3.50 per share (3.00). The proposed dividend is
equivalent to 32 per cent of the net earnings for the year (attrib-
utable to parent company shareholders) in the Group.

The proposed record date for the dividend is Monday,
3 April 2006, which means that the final day for trading,
including the dividend, is 29 March. If the Annual General
Meeting agrees to the proposal, the dividend should be paid
out via VPC on Thursday, 6 April 2006.

Board announcement regarding proposed dividend
Following the proposed dividend to shareholders, the
equity/assets ratio for the Parent Company is 93 per cent and
for the Group, 39 per cent. The equity/assets ratio and liquid-
ity are assessed to be secure against the background of the

profitability of the parent company and Group.

In making this assessment, the Board has considered all
known conditions that can have significance for the parent
company’s and Group’s financial position. The acquisition of
Hygena in February 2006 was included in the assessment.
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Consolidated income statement

SEK'm Note 2005 2004
Net sales 3 12,442 11,337
Cost of goods sold 4,6,7,823 -7,579 -6,923
Gross profit 4,863 4,414
Selling expenses 4,6,7,8,23 -3,214 -2,828
Administrative expenses 45,67,8,23 -715 —672
Other operating profit 97 104
Other operating expenses 7 -76 -85
Share in profit of associated companies after tax -1 -3
Operating profit 954 930
Financial income 9 13 13
Financial expenses 9 -82 -103
Profit after financial items 885 840
Tax on profit for the year 10,24 —244 -247
Net profit for the year 22 641 593
Net profit for the year attributable to:
Parent company shareholders 640 592
Minority interest 1 1
Net profit for the year 641 593
Share data

Note 2005 2004
Earnings per share, before dilution, SEK D 21 11.10 10.27
Earnings per share, after dilution, SEK 1 21 11.01 10.23
No. of shares, before dilution 21 57,679,720 57,669,220
Average no. of shares, before dilution 21 57,673,928 57,669,220
No. of shares, after dilution 21 58,143,803 57,915,278
Average number of shares, after dilution 21 58,138,011 57,915,278
Dividend per share, SEK 22 3.502 3.00
Performance analysis

Net sales Operating profit Operating margin

SEK'm 2005 2004 2005 2004 2005 2004
UK business 5037 5295 255 355 51%  6.7%
Nordic business 4,769 4,116 672 551 14.1% 13.4%
Continental European business 2,747 2,031 145 128 5.3% 6.3%
Other Group adjustments -1 -105 -118 -104
Reported values 12,442 11,337 954 930 7.7% 8.2%

) Earnings per share attributable to parent company shareholders.

2)In accordance with Board proposal.
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Comments on the income statement

Net sales increased by 10 per cent to SEK 12,442 million
(11,337). For comparable units and adjusted for currency
effects, net sales increased by 3 per cent. Acquired units con-
tributed SEK 654 million (33). The table below shows the com-
parative values.

The Group
SEK'm

Sales analysis
2005 2004

The table below shows the amounts of
deferred tax that make up the tax expense.

SEK'm

current tax and

2005 2004

Current tax

Deferred tax

-248 -203

Tax on profit for the year

-244 -247

Reported values 12,442 11,337
Acquired units -654 -33
Goldreif - -151
-190 -

11,598 11,289

Currency effects

Comparable values

1) Operations terminated in 2004.

Operating profit amounted to SEK 954 million (930). Operating
profit included costs of SEK 30 million for the action pro-
gramme carried out at the UK business during the year.

The operating profit rose both in the Nordic and Continen-
tal European businesses. Due to lower sales, operating profit
fell for the UK business. Operating profit was positively influ-
enced by the consolidation of the acquired units.

Overall, currency effects had an impact of SEK 18 million
(-33) on the operating profit.

The operating margin amounted to 7.7 per cent (8.2).
Excluding costs for the action programme carried out at the
UK business, the operating margin rose to 7.9 per cent.

The net amount of financial income and costs was SEK —69
million (-90). Net interest expense was SEK —-69 million (-89).
The rise in the net interest expense was mainly due to lower net
debt compared with 2004.

Profit after financial items was up by 5 per cent to SEK 885
million (840).

Tax cost for the period amounted to SEK —244 million
(-247), which is equivalent to a tax rate of 27.6 per cent (29.4).

Performance-based key data

2005 2004

Earnings per share, after dilution, SEK
Return on capital employed, %

Return on equity, %

11.01
21.4
22.6

10.23
231
25.7

EARNINGS CAPACITY

o
30 %

25

20 —

2004

B Return on equity
Return on capital employed

2005
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Quarterly data? per business region

2005 2004
SEKm Y Il Il | \% 1l I |
Net sales
UK business 1,300 1,223 1,307 1,207 1,250 1,341 1,336 1,368
Nordic business 1,287 1,039 1,381 1,062 1,116 890 1,149 961
Continental European business 737 691 704 615 509 500 511 511
Other and Group adjustments -33 -23 -25 -30 -25 -24 -29 =27
Group 3,291 2,930 3,367 2,854 2,850 2,707 2,967 2,813
Operating profit
UK business 74 59 42 80 63 78 92 122
Nordic business 190 137 225 120 171 113 174 93
Continental European business 40 42 45 18 32 36 38 22
Other and Group adjustments -34 -28 -31 -25 -30 -22 =27 -25
Group 270 210 281 193 236 205 277 212
Operating margin, %
UK business 5.7 4.8 3.2 6.6 5.0 5.8 6.9 8.9
Nordic business 14.8 13.2 16.3 11.3 15.3 12.7 15.1 9.7
Continental European business 5.4 6.1 6.3 3.0 6.3 7.2 7.4 4.3
Group 8.2 7.2 8.3 6.8 8.3 7.6 9.3 7.5

1) Source: published interim reports which, except for the Q3 report, were not audited.

C.P. Hart
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Consolidated balance sheet

ASSETS, SEKm Note 31Dec.2005 31Dec.2004 EQUITY AND LIABILITIES, SEK m Note 31 Dec. 2005 31 Dec. 2004
Intangible fixed assets n Capital and funds attributable to
Goodwill 1,975 1,645 parent company shareholders
Other intangible fixed assets 33 28 Share capital 19 58 58
2,008 1,673 Other capital contributions 19 1,391 1,389
Tangible fixed assets 12 Other reserves 20 120 -38
Buildings and land 1,419 1,257 Retained earnings 1,608 1,141
Investments in progress and 3,177 2,550
advance payments 38 45
Machinery and other technical equipment 706 545 Minority interests / /
Equipment, tools, fixtures and fittings 290 246 Total equity 3184 2,557
2,453 2,093 Provisions for guarantees 19 19
Financial fixed assets Provisions for pensions 23 915 850
Other long-term receivables 13 53 43 Deferred tax liabilitiy 24 186 151
Investments in associated companies 14 3 0 Other provisions 25 82 39
Deferred tax asset 24 206 163 Liabilities to credit institutions (R) 26 1,101 1,568
262 206 Other liabilities (R) 51 208
Total fixed assets 4,723 3,972 Total long-term liabilities 2,354 2,835
Liabilities to credit institutions (R) 26 2 2
Inventories Overdraft facility (R) 18 148 56
Raw materials and consumables 387 390 Other liabilities (R) 127 _
Work in progress 151 148 Advances from customers 150 106
Finished goods 74 105 Trade creditors 857 769
Merchandise 641 504 Tax liabilities 142 88
1.253 1147 Derivative financial instruments 16 7 -
Current receivables Other liabilities 375 303
Tax receivables 26 32 Accrued expenses and
Accounts receivable, trade 1,262 1,057 deferred income 27 572 509
Derivative financial instruments 16 6 - Total current liabilities 2,380 1,833
Other receivables 43 66 Total equity and liabilities 7,918 7,225
zifjgﬁ:gg::ss and " 354 335 Of which, interest-bearing items (R) 1,429 1,834
1,691 1,490
Cash and cash equivalents 18 251 616
Total current assets 3,195 3,253
Total assets 7,918 7,225
Of which, interest-bearing items 286 639
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Change in equity — Group

Attributable to parent company shareholders

Share Other capital Other Retained Minority Total
SEK'm Note capital contributions reserves earnings Total interests equity
Opening balance, 1Jan 2004 58 1,389 679 2,126 6 2,132
Currency translation differences 20 -38 -38 -38
Total transactions reported
directly in equity - - -38 - -38 - -38
Net profit for the year 592 592 1 593
Dividend 22 -130 -130 -130
Closing balance, 31 Dec 2004 58 1,389 -38 1,141 2,550 7 2,557
Opening balance, 1 Jan 2005 58 1,389 -38 1,141 2,550 7 2,557
Currency hedge reserve after tax 20 7 7 7
Adjusted opening balance, 1 Jan 2005 58 1,389 -31 1,141 2,557 7 2,564
Currency translation differences 20 158 158 0 158
Currency hedge reserve after tax 20 -7 -7 _ 7
Total transactions reported
directly in equity - - 151 - 151 0 151
Net profit for the year 640 640 1 641
Employee warrants scheme: 19
—Value of employee services 1 1
— Payment for issued shares 0 1 1
Dividend 22 -173 -173 -1 -174
Closing balance, 31 Dec 2005 58 1,391 120 1,608 3,177 7 3,184

Comments on the balance sheet

Goodwill
At the end of 2005, goodwill amounted to SEK 1,975 million
(1,645). The carrying value of goodwill relates to the following

acquisitions:

SEK'm 2005
Acquisition of Novart 1998 87
Acquisition of Norema/Invita 2000 181
Acquisition of the Poggenpohl Group 2000 143
Acquisition of Magnet 2001 579
Acquisition of Gower 2003 755
Acquisition of EWE-FM 2005 197
Other acquisitions 2004-2005 33
Total 1,975

Goodwill is allocated to cash-generating units at the time of
acquisition, and is valued regularly by discounting future cash
flows using a weighted average capital cost after tax per cash-
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generating unit. The estimated recovery value is then com-
pared with the reported value including goodwill.

A cash-flow forecast is estimated using the assessment of
future income and operating costs based on historic trends,
market conditions and planned measures. Other key compo-
nents in the cash-flow forecast include investment require-
ments and the demand for operating capital.

The weighted average capital cost is calculated using the
Group’s debt/equity ratio target and costs for borrowed capital
and for equity. The cost for equity is determined based on the
assumption that all investors require at least the same return as
for risk-free government bonds with the addition of a risk pre-
mium to cover the risk assumed by investing in Nobia shares.
The risk premium is based on the long-term historical return
on the stock market and Nobia’s risk profile. The return
requirement for Nobia’s debt-financed capital is also calcu-
lated using the return on risk-free government bonds plus a
borrowing margin based on estimated company-specific risk.
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The Group’s weighted capital cost before tax in 2005 was
9.9 per cent (10.2) based on an average tax rate of 30 per cent.
The capital cost after tax is affected by different tax rates in dif-
ferent countries and for 2005 is estimated at between 6.7 and
7.0 per cent (6.7 to 7.2), depending on the tax rate. For invest-
ment in Sweden, the return requirement is 7.0 per cent (7.2)
after tax, which means that investments must generate unre-
stricted cash flow, i.e. cash flow after payment of operating
costs and tax but before interest costs, equivalent to at least 7.0
(7.2) per cent of the total amount of basic investments in order
to be profitable.

The value of goodwill in the Group on 31 December 2005
has been tested and no impairment of goodwill is considered
necessary.

It is the company’s assessment that reasonable changes in
annual growth, operating margin, discount rates and other
assumptions shall not have a major effect that would reduce
the recovery value below the reported value for goodwill.

Financing
Net debt fell and amounted to SEK 1,143 million (1,195) at the
end of the period. The change in net debt was mainly attributa-
ble to net cash flow from the business, amounting to SEK 651
million, minus dividends of SEK 174 million and acquisitions
of SEK 322 million. In addition, net debt rose by SEK 104 mil-
lion as a result of the weaker Swedish krona.

The change in net debt is shown in the table below.

Analysis of net debt
January-December

SEKm 2005 2004
Opening balance 1,195 1,676
Translation differences 104 -10
Cash flow from current operations

including investments -651 -632
Acquisition of subsidiaries 322 31
Dividend 1741 130
New share issue/warrant premiums -1 -
Closing balance 1,143 1,195

D Including a dividend of SEK 1 million to minority owners of a subsidiary.

The net debt’s components are shown in the table below.

Net debt components

SEK'm 2005 2004
Bank loans, etc. 1,378 1,781
Leasing 51 53
Cash/bank balances -251 -616
Other financial receivables -35 -23
Total 1,143 1,195

Changed classification of pension liabilities

For 2005, Nobia reports the net sum of discounted interest on
pension liabilities and the expected return on associated plan
assets as part of the operating profit.

In order to adapt the classification of pension liabilities to
standard practice, from 1 January 2006, Nobia will report the
net sum of discounted interest on pension liabilities and the
expected return on associated plan assets as part of net finan-
cial items instead of the operating profit. If the net sum of inter-
est and expected return for 2005 had been reported as part of
net financial items, the operating profit for 2005 would have
improved by around SEK 40 million and net financial items
would have been reduced by the same amount. The change
will thus not affect Nobia’s profit after financial items. As a
consequence, pension liabilities will now be included in net
debt. If pension liabilities had been included in net debt at the
end of 2005, it would have been SEK 915 million higher.

EQUITY/ASSETS RATIO AND DEBT/EQUITY RATIO

%

50 250
40 200
30— 150
20— l 100
10 50

97 98 99 00 01 02 03 04 05

W Equity/assets ratio (left scale)
Debt/equity ratio excluding pensions
(right scale)
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Consolidated cash flow statement

SEK'm Note 2005 2004
Current activities

Operating profit 954 930
Depreciation 309 282
Adjustment for items not

included in the cash flow, etc. 1" -29
Interest received 13 13
Interest paid -82 -102
Income tax paid -191 -150
Cash flow from operating activities before

changes in working capital 1,014 944
Changes in stock 15 11
Changes in receivables 48 -100
Changes in operating liabilities 59 155
Change in pensions 44 -20
Cash flow from operating activities 1,092 990
Investing activities

Investments in tangible fixed assets -452 -357
Investments in intangible fixed assets -20 -13
Sale of tangible fixed assets 33 18
Acquisition of subsidiaries 30 -317 -31
Acquisition of associated companies -2 -
Increase/decrease in short-term

financial investments 1 -4
Cash flow from investing activities -757 -387
Financing activities

Loans raised - 375
New share issue 1 0
Dividend -174 -130
Amortisation of liabilities -6271) -338
Increase/decrease in short-term

financial liabilities 85 -42
Cash flow from financing activities -715 -135
Cash flow for the year -380 468
Opening balance, cash and cash equivalents 616 154
Effects of exchange-rate changes on cash

and cash equivalents 15 -6
Closing balance, cash and cash equivalents 251 616

M Including a dividend of SEK 1 million to minority owners of a subsidiary.
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The profit after tax was SEK 641 million (593). The difference
between operating profit, on which the cash flow statement is
based, and profit after tax represents a tax expense of SEK —244
million (-247) and a net financial expense of SEK 69 million
(-90).

The cash flow from operating activities before changes in
working capital amounted to SEK 1,014 million (944). Adjust-
ments for items that do not affect the cash flow amounting to
SEK 11 million (-29) are distributed as indicated in the table
below.

Adjustment for items not included in the cash flow

SEK'm 2005 2004
Capital gain on fixed assets -41 -57
Other 52 28
Total " -29

The cash flow from operating activities, including change in
working capital, amounted to SEK 1,092 million (990). The
decrease in working capital was SEK 78 million (—46) and was
mainly due to the UK business.

Investments in fixed assets amounted to SEK 472 million
(370). The increased investments are mainly the result of the
continued store investment programme and the change to
order-based production at the UK business unit, Magnet.
Investments have also been made to increase capacity in the
Nordic business. Other investment items, excluding acquisi-
tions and sale of businesses, resulted in a positive cash flow of
SEK 32 million (14).

The operating cash flow, i.e. the cash flow excluding acqui-
sitions and disposal of operations, amounted to SEK 652 mil-
lion (634).
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The parent company

Parent company’s income statement Parent company’s balance sheet
SEK'm Note 2005 2004 SEK'm Note 31 Dec.2005 31 Dec. 2004
Net sales 37 31 ASSETS
Administrative expenses 458,23 -67 -44 Fixed assets
Operating loss -30 -13 Financial fixed assets
Profit from shares in Group companies 235 272 Investments in Group companies 13,15 1,374 1,370
Financial income 0 3 1 Investments in associated companies 14 4 0
Financial expenses 0 2 1 Other long-term receivables 0 1
Profit after financial items 206 259 Total fixed assets 1378 1.371
Tax on profit for the year 10 8 4 Current assets
Net profit for the year 214 263 Current receivables
Receivables from Group companies 911 779
Accrued income and
Parent company’s cash flow statement prepaid expenses 1 0
SEK'm 2005 2004 Cash and cash equivalents 18 0 0
Current activities Total current assets 912 779
Operating loss 30 13 Total assets 2,290 2,150
Dividend received 235 112
Interest received 3 1 EQUITY, PROVISIONS AND LIABILITIES
Interest paid -2 -1 Equity
Cash flow from operating activities Restricted equity
before changes in working capital 206 99 Share capital 19 58 58
Changes in liabilities 73 53 Statutory reserve 1,671 1,670
Changes in receivables -133 -35 1729 1728
Cash flow from operating activities 146 117 Unrestricted equity
Retained earnings 196 81
Investing activities Profit for the year 214 263
Other long-term receivables 1 -1 410 344
Shares and participations -8 0 Total equity 2,139 2,072
Provisions for pensions 0 1
Cash flow from investing activities -7 0 Provisions for pensions i 1 1
Current liabilities
Financing activities Accounts payable, trade 10 1
Warrant premiums 1 - Liabilities to Group companies 123 56
Group contributions 33 13 Other liabilities 7 7
Dividend paid -173 -130 Accrued expenses and
Cash flow from financing activities -139 -117 deferred income 2 10 13
Cash flow for the year 0 0 Total current liabilities 150 77
Total equity and liabilities 2,290 2,150
Opening balance, cash and cash equivalents 1] 0
Effects of exchange-rate changes on cash Pledged assets 28 - -
and cash equivalents - - Contingent liabilities 29 1,340 1,792

Closing balance, cash and cash equivalents 0 0
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Change in parent company’s equity

Share Statutory  Unrestricted Total
SEK'm Note capital reserve 1) equity equity
Opening balance 2004 58 1,670 201 1,929
Group contribution received 16 16
Tax effect, Group contribution received -4 4
Group contribution paid -3 -3
Tax effect, Group contribution paid 1 1
Net profit for the year 263 263
Dividend 22 -130 -130
Equity, 31 Dec. 2004 58 1,670 344 2,072
Group contribution received 33 33
Tax effect, Group contribution received -9 -9
Net profit for the year 214 214
Employee warrants scheme
—value of employee services 1 1
Share issue 0 1 1
Dividend 22 -173 -173
Equity, 31 Dec. 2005 58 1,671 410 2,139

1) The statutory reserve for the parent company comprises SEK 1,390 million (1,389) of allocated equity.
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Notes

Note 1 Financial risks

Commercial currency exposure

Nobia applies a decentralised approach to the management of hedging in for-
eign currencies. The business units handle their own hedging with respect to
commercial currency exposure in consultation with the head office and within
the framework of the policy established by the Board of Directors for commer-
cial currency exposure. Nobia’s policy is to hedge around 75 per cent of the
forecast flows, 6-9 months in the future, and 100 per cent of projects under
contract. The most important currency relationships were the SEK against the
NOK and the EUR against the GBP. The total exposure in 2005, expressed in SEK
and after offsetting flows in the opposite direction, amounted to SEK 1,638
million, of which SEK 957 million was hedged. At the end of 2005, the hedged
volume was SEK 687 million.

Credit risk

Nobia is active in many markets and in many distribution channels. Depending
on the distribution channel, the customer base consists of both professional
users and individual consumers. For these reasons credit management and pay-
ment terms must be adapted to each business unit's business logic and distribu-
tion channels within the framework of the credit policy set by the Group. The
credit policy means that credit assessments shall be based, as a minimum, on a
credit report from a reputable credit assessment organisation. Regular cus-
tomers are assessed for credit on an ongoing basis. Credit insurance is used for
certain markets and customer categories. Security is often required for cus-
tomers with low buying frequency to be granted credit.

Financial currency exposure

Nobia’s policy for financing foreign assets involves financing capital employed
with loans in the relevant currency so that the impact of exchange-rate fluctua-
tions on the debt/equity ratio is minimised. Group loans are handled by Nobia'’s
head office. The head office supplies the subsidiaries with funds through an
internal bank. Loans are taken in local currencies which minimises the effects
that currency fluctuations have on profits. In addition, currency contracts are
entered into to avoid exposure. With the current debt/equity ratio and currency
distribution of capital employed, around 33 per cent of the foreign capital
employed needs to be financed in local currencies. In combination with this pol-
icy, other forms of capitalisation may be used in each country for the purpose of
optimising the Group’s tax situation. Nobia’s financial currency exposure policy
does not involve hedging of equity.

Interest-bearing
liabilities excl.
pensions per currency

Capital employed
per currency

SEK 225 0
EUR 1,317 313
GBP 2,155 792
DKK 524 250
usD 76 18
NOK 287 55
Other 29 1
Total 4,613 1,429

Interest risk

Interest is managed at the central level, which means that the head office is
responsible for identifying and managing interest risk. Nobia uses short, fixed-
interest rate terms. Nobia’s view is that periods of high interest rates usually
coincide with periods of strong demand in the economy in general. In 2005,
the fixed-interest rate term was 2-3 months. At the end of the year Nobia had
hedged GBP 38 million through interest-rate swaps, which conclude in Decem-
ber 2006. At the end of the year this comprised around 66 per cent of the bor-
rowing in GBP. Thus, 36 per cent of the total loans have fixed interest rates. The
unreported value of this interest swap at the end of 2005 was SEK -2 million.

Borrowing risk

Nobia applies a centralised approach to the Group’s financing, which means
that funds are borrowed by Nobia AB or Nobia NBI AB. Most of Nobia’s borrow-
ing is in the form of a syndicated bank loan. The syndicate consists of five
Northern European banks and two British banks. The current loan agreement
expires at the end of 2009. Nobia's policy is to work with long-term credit com-
mitments in line with the Group’s long-term acquisition strategy. This must,
however, be balanced against the need for low credit costs. In addition to the
syndicated loan, Nobia has local banking facilities and a small number of local
loans. The table below shows the maturity of all of Nobia’s loans.

2006 2007 2008 2009 2010
826" - - 2,000 0

1 Of which, SEK 852 million refers to extendible 364-days’ credit, which does not however
constitute a binding commitment from the lender.

Year of maturity, SEK m

Loans and credit commitments

MATURITY STRUCTURE
CREDIT COMMITMENTS

SEK'm

2 000

1500

1000

500

2006 2007 2008 2009
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Note 1 continued

Commercial exposure usb EUR NOK CHF GBP SEK DKK
Currency contracts

2006, local currencies 14 25 199 5 5 0 0
Total, SEK m" 112 234 234 33 74 0 0
Market value, SEK m -3 1 2 1 0 0 0
Average hedging rate 7.664 9.41 1.182 6.153 9.420 - -
Net flows

2005, local currencies 9 -693) 424 13 14 172 -3
Net flows SEK m2) 65 -6373 492 76 193 172 -3
Hedged volume, SEK m2) 67 407 314 50 119 0 0

) Flows re-stated at closing rate, SEK.
2) Re-stated using average rate in 2005.
3) In addition EUR 29 million is flows into DKK, corresponding to SEK 269 million.

Note that SEK is not always one of the currencies in the contract. The value in SEK should therefore be seen as a volume indicator.

Note 2 Accounting principles

Nobia’s consolidated accounts are prepared in accordance with International
Financial Reporting Standards, IFRS, as approved by the European Union up to
31 December 2005, and in accordance with RR30 “Additional accounting rules
for Groups” and the Annual Accounts Act.

The effects of the adoption of IFRS as reported in the 2004 annual report and
the interim reports for the first three quarters of 2005 have been preliminary
and based on IAS/IFRS standards valid in 2005. The standards changed and
introduced within the EU up to 31 December 2005 had no effects on Nobia
other than those reported as preliminary.

The consolidated financial statements were prepared in accordance with the
purchase method of accounting, except for certain financial items, including
derivative financial instruments, which are valued at their fair value. More
details are included in the descriptions of the accounting principles for each
item below.

Comparable values for 2004 are re-stated with consideration to the adop-
tion of IFRS.

The net amount of discounted interest on pension debts and the expected
return on associated plan assets are reported in 2005 as part of the operating
profit. As a consequence, pension debts for 2005 are a deductible item when
calculating capital employed. Comparable figures for 2004 are re-stated using
the classification principle used in 2005 when the aforementioned net interest
in the 2004 annual report is reported among financial items.

The annual report of the parent company, Nobia AB, is prepared in accor-
dance with the Swedish Annual Accounts Act and recommendation RR 32 of
the Swedish Financial Accounting Standards Council, “Reporting by legal
entities”.

Application of standards or additions that come into effect

on 1January 2006 or later

In 2005, the IASB changed the rules for IAS 19 “Employee benefits”, which
enables an alternative method for reporting actuarial profit and loss so that
they can be included in equity. This rule comes into effect on 1 January 2006,
but application before this date is encouraged. The Group has decided not to
implement this alternative.

IAS 39 “Amendment issued to IAS 39 for cash flow hedges of forecast intra-
group transactions” came into effect on 1 January 2006, but earlier adoption is
encouraged. Nobia has chosen to apply this amendment for 2005. Other stan-
dards for which early adoption is encouraged have not affected Nobia’s 2005
accounts.

After 31 December 2005, the EU adopted new accounting standards and
decided to change and extend certain existing standards. The new accounting
standards and decisions about changes that may affect Nobia are IAS 1 “Pre-
sentation of Financial Statements”, IAS 21 “The Effects of Changes in Foreign
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Exchange Rates” and IFRS 7 “Financial Instruments: Disclosures”. For IAS 21,
the date for implementation is 1 January 2006, and for IAS 1 and IFRS 7, the
date is 1 January 2007. None of these additions or changes are expected to
have any accounting effect on Nobia, but more detailed information will be
required.

Key accounting estimates and assumptions

In order to produce accounts in accordance with reliable accounting practices,
company executives and the Board of Directors must make assessments and
assumptions that affect the reporting of income and expense items, assets and
liabilities and other information. Actual outcomes can differ from initial assess-
ments. The areas where estimates and assumptions involve a risk for adjust-
ments in reported values for assets and liabilities in the coming financial year,
are as follows:

Assumptions for impairment testing regarding goodwill

The Group regularly tests goodwill for impairment in accordance with the
accounting principles described for Intangible assets on page 45. The assump-
tions and tests made for expected cash flows and discount rates in the form of
a weighted average capital cost are described in the comments on the balance
sheet on page 38. Forecasts for future cash flows are based on the best possible
assessments of future income and operating costs.

Assumptions concerning income tax

The Group is liable for tax in different countries and assessments are therefore
made to establish Group allocations for income tax. Liabilities for anticipated
tax audit issues are reported based on assessments of how additional tax liabili-
ties will arise. The probability that tax assets can be recovered through future
taxable income is also assessed. See also the accounting principles described
under Taxes, on page 45.

Cash flow

The cash flow statement has been prepared according to the indirect method.
The reported cash flow includes only those transactions entailing the receipt
and payment of funds.

Consolidated financial statements
The consolidated financial statements include all companies where the parent
company, directly or indirectly, holds at least 50 per cent of the voting rights of
all the shares or has another form of controlling influence.

The consolidated financial statements have been prepared in accordance
with the purchase method of accounting. The subsidiaries’ acquired equity is
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NOTES

Note 2 continued

determined as the difference between the fair value of identifiable assets,
acquired liabilities and future commitments based on a market assessment at
the time of acquisition. The acquired subsidiaries’ equity is eliminated in its
entirety, which means that the Group's equity therefore consists only of that
part of the subsidiaries’ equity that is earned after the acquisition.

If the cost of the acquisition of the shares for the Group exceeds the value of
the company'’s net assets as reported in the acquisition analysis, the difference is
described as consolidated goodwill.

Subsidiaries acquired during the year are included in the consolidated finan-
cial statements from the day the Group takes over control of decision-making
within the company, with amounts concerning the period after acquisition.

Subsidiaries disposed of are included in the consolidated financial statements
up to the day when the Group ceases to have a controlling influence within the
company.

The effects of all Intra-Group transactions, including income, costs, receiv-
ables and liabilities and Group contributions are eliminated in their entirety.
Intra-Group profits are eliminated in their entirety, without consideration of
minority shares.

Translation of foreign subsidiaries

The financial statements of subsidiaries are presented in the local currency used
in the country where the company is active. SEK is used for the Group accounts
and as working currency of the parent company. This means that results and
financial position for all Group companies that have a different working cur-
rency are translated into SEK. Foreign subsidiaries’ assets and liabilities are
translated at the closing day rate and all income statement items are translated
at the average exchange rate for the year. Translation differences are trans-
ferred directly to the Group’s equity.

Closing day rate Average rate

Key currency 31 Dec. 2005 31 Dec. 2004 2005 2004
DKK 1.26 1.21 1.25 1.23
EUR 9.43 9.00 9.28 9.13
GBP 13.73 12.71 13.58 13.46
NOK 1.18 1.09 1.16 1.09
usD 7.95 6.61 7.48 7.35

Accounting for investments in associated companies

Associated companies are those companies which are not subsidiaries, but
where the parent company, directly or indirectly, holds at least 20 per cent of
the voting rights of all the shares. The shares in associated companies are
accounted for in accordance with the so-called equity method. The equity
method means that shares in an associated company are reported at the acqui-
sition value at the time of acquisition and then adjusted to reflect the Group’s
share of the change in the associated company’s net assets.

The accumulated profits of associated companies not allocated as dividends
are reported in the consolidated balance sheet as other reserves. The Group’s
unrestricted profit is reduced by the accumulated portion of losses in associated
companies. Unrealised intra-Group profit is eliminated with the profit share due
to the Group.

Profit shares in associated companies are reported on separate lines in the
consolidated income statement and consolidated balance sheet. Shares in asso-
ciated companies’ profits are reported after tax.

In the parent company’s accounts, shares in associated companies are
reported at their acquisition value with deductions for write-downs, if applica-
ble. Profits from associated companies only include dividends received for profit
earned after the acquisition.

Segments

Nobia’s primary segments are the Group’s kitchen, bathroom and storage oper-
ations. The bathroom and storage operations are not presented separately
because they make up such a small part of the Group's total balance sheet,
income statement and cash flow. For information regarding the primary seg-

ment therefore, please refer to the consolidated income statement, balance
sheet and cash flow statement.

The secondary segment is the Group’s business regions consisting of the
Nordic, Continental European and UK businesses.

Revenue recognition

The company recognises revenue when the risk associated with the goods has
passed to the customer in accordance with the delivery conditions. In cases
where installation services are provided, the revenue is recognised when the
service has been completed. Sales are recorded net after sales tax, discounts
and exchange-rate differences when sales are in foreign currency. Intra-Group
sales are eliminated in the consolidated accounts.

Loan costs
Loan costs affect results in the period to which they relate.

Taxes

Deferred tax is calculated according to the balance sheet method on all tempo-
rary differences that arise between booked and fiscal values of assets and liabili-
ties.

A loss carry-forward that could be utilised against future profits, is capitalised
as a deferred tax asset. This applies to both accumulated loss carryforwards at
the time of acquisition and losses arising thereafter.

Valuation is based on the tax rate applying on the closing day. Deferred tax is
booked in the balance sheet as financial fixed assets or provisions. The income
tax liability is reported as a current receivable or liability. The tax for the year is
made up of current tax and deferred tax.

If the actual outcome differs from the amount first reported, the difference
affects the allocations for current tax and deferred tax in the period when this
calculation is made.

Tangible fixed assets

In the income statement, the operating profit includes depreciation according
to plan, which is calculated using the original acquisition value and is based on
the estimated useful lives of the assets as follows:

Office equipment and vehicles 3-5 years
Buildings 15-40 years
Machinery and other technical assets 6-12 years
Equipment, tools and installations 6-12 years

In cases where an asset’s carrying amount exceeds its estimated recoverable
amount, the asset is written down to its recoverable amount. Expenses for
improvement of the performance of assets, over and above their original level,
increase the assets’ carrying value. Expenses for repair and maintenance are
reported as costs.

Intangible assets

Goodwill represents the amount by which the consolidated acquisition value of
shares in the acquired company exceeds the value of the subsidiary’s net assets
as stated in the acquisition analysis.

In accordance with IFRS 3, from 1 January 2004, goodwill is no longer amor-
tised on a straight-line basis, but is, instead, tested regularly for impairment.
Goodwill is allocated to cash-generating units, which are generally equivalent
to business units, and is assessed regularly by discounting anticipated cash flow
with a weighted average capital cost per cash-generating unit. Anticipated cash
flow is calculated using estimates for future revenues and operating costs based
on, among other factors, historic performance, market conditions and planned
measures. For a description of the method and the assumptions applied in con-
junction with impairment testing, see the comments on the Balance sheet con-
cerning Goodwill on page 38.

Other intangible assets, primarily patents and licences, are amortised at the
rate of 20-33 per cent per year. The amortisation period is determined based
on the estimated useful life of the asset.

45

ANNUAL REPORT 2005



Note 2 continued

Research and product development

Costs for product development are reported immediately as they arise. Product
development within the Group is mainly in the form of design development
and is an ongoing process to adapt to current style trends. This development is
relatively fast, which is why no part of the costs for product development is
reported as an intangible asset up to 2005. The Group does not carry out
research and development on any significant scale.

Write-downs

When there is an indication that an asset has reduced in value an assessment is
made of the asset’s reported value, including goodwill. In cases where an asset's
reported value exceeds its estimated recoverable value, the asset is written
down to its recoverable value.

Leasing agreements
Leasing agreements concerning fixed assets in which the Group to all extents
and purposes carries the same risks and enjoys the same benefits that direct
ownership would entail are classified as financial leasing. Financial leasing is
reported at the start of the leasing period as the lower of the leasing object’s
fair value and the current value of minimum leasing fees. Financial leasing
agreements are reported in the balance sheet as fixed assets and financial liabil-
ities respectively. Future leasing payments are specified according to amortisa-
tion of the liabilities and financial costs in order that interest, equivalent to a
fixed-interest rate charge, is reported in the accounting period in which respec-
tive liability is reported. Leasing assets are written off according to the same
principles that apply for other assets of the same type. In the income statement
costs for leasing contracts are divided between amortisation and interest.

Leasing of assets, where the lessor remains to all extents and purposes as the
owner of the asset, is classified as operational leasing. Leasing fees are reported
linearly throughout the leasing period. Operational leasing agreements are
reported in the income statements as an operating expense. Leasing of cars and
computers is normally treated as operational leasing. The value of these leasing
agreements is not considered to be significant.

The parent company reports all leasing agreements, whether financial or
operational, as hire agreements.

Inventories
Inventories consists of whole and semi-manufactures and raw materials. Inven-
tories are valued according to the first-in/first-out (FIFO) principle, at whichever
is the lower of the acquisition value and true value (net sales value) on the clos-
ing day. Whole and semi-manufactures are valued at the manufacturing cost
including the raw material, direct labour, other direct overheads and produc-
tion-related overheads based on normal production. Interest costs are not
included in inventory valuations.

Deductions are made for intra-Group profits that arise in connection with
deliveries between companies in the Group. The required obsolescence alloca-
tions have been made.

Receivables

Receivables with maturity dates above 12 months from the closing day are
reported as fixed assets, the others as current assets. Receivables are reported,
after individual assessment, at the amounts that are expected to be received.

Receivables and liabilities in foreign currencies

Receivables and liabilities in foreign currencies are valued at the closing day rate.
Nobia uses hedge accounting for intra-Group currency flows to the extent

that they qualify for hedge accounting in accordance with IAS 39. Hedge

accounting means that the unrealised profits and losses that arise when assess-

ing the market value of the hedging instrument and that meet the conditions

for hedge accounting, are reported under equity.

Accounts receivable, trade

Accounts receivable, trade, are reported as current assets at the amount that is
expected to be paid after deductions for estimated uncertain accounts receivable.
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Securities and financial receivables

Securities and financial receivables that are intended as a long-term holding are
reported at their acquisition value. Impairment is performed if a lasting decline
in value is noted. Short-term financial holdings are reported at their acquisition
value, which is mainly the same as their market value. All transactions are
reported on the settlement day.

Liquid assets

Liquid assets are defined as cash and bank balances and short-term investments
with maturities not exceeding three months. Cash and cash equivalents are val-
ued at their fair value.

Financial liabilities
All transactions are reported on the settlement day.

Derivative financial instruments
The Nobia Group uses derivatives to cover risks connected with changes in ex-
change rates and to secure exposure to interest-rate risks. See further under Note 1.
Nobia uses hedge accounting for intra-Group currency flows to the extent
that they qualify for hedge accounting in accordance with IAS 39. Hedge
accounting means that the unrealised profits and losses that arise when assess-
ing the market value of the hedging instrument and that meet the conditions
for hedge accounting, are reported under equity.

Transaction exposure

Hedging of currency flows

Accounts receivable, trade, and trade creditors in foreign currencies are valued at
the closing rate. Currency hedging transactions in the form of forward contracts
relating to future flows of foreign currency impact on profits as they mature.

Hedging of fixed interest rates
The Group uses an interest-rate swap agreement to guard against fluctuations
in interest rates.

Any differences in interest rates to be paid or received due to interest-rate
swaps are reported under the item ‘Interest expenses and similar items’.

Provisions and other commitments

Provisions are reported on the balance sheet among current and long-term lia-
bilities, when the Group has a legal or constructive present obligation as a result
of a past event and it is probable that an outflow of resources will be required
to settle the obligation and a reliable estimate of the amount can be made.

Employee benefits

Pensions

Pension obligations are reported in the consolidated accounts in accordance
with IAS 19 “Employee benefits”, which Nobia has applied since 2004.

Within the Group there are a number of both defined-contribution and
defined-benefit pension plans. In Sweden, Norway, Finland and in some com-
panies in Germany, Austria and the UK, employees are covered by defined-ben-
efit pension plans. In other countries and companies, employees are covered by
defined-contribution pension plans.

The Group’s defined-benefit pension plans define the amount of pension
benefit that an employee, or former employee, will receive after retirement
based upon their salary and the number of years of service. Pension obligations
for defined-benefit plans are reported according to common principles and cal-
culation methods and are calculated with consideration for future salary
increases and inflation, among other factors. The Group carries the risk that the
promised benefit will be paid.

There are both funded and unfunded defined-benefit plans within the
Group. Funded plans are financed on the basis of contributions paid primarily
to pension funds.

Concerning defined-benefit plans, the pension cost and pension commit-
ment are calculated using the so-called Projected Unit Credit method. This
method allocates the cost of pensions at the rate at which the employees per-
form services for the company that increase their entitlement to future benefit.
This calculation is performed annually by independent actuarial assessors. The
company’s obligations are valued at the current value of expected future cash
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NOTES

Note 2 continued

Salaries, other remuneration

Note and social security contribution

outflows using a discount interest rate corresponding to interest on high-qual-
ity corporate bonds or government bonds.

Actuarial profits and losses can arise during assessment of the current value
of commitments and the fair value of plan assets. Such gains and losses arise
either because the fair value is different to the previous assumption, or the
assumption has changed. The portion of accumulated actuarial gains and losses
at the end of last year in excess of the greater of 10 per cent defined-benefit
obligation or 10 per cent of the fair value of plan assets is charged or credited
to income over employees’ expected average remaining period of service.

For funded plans, the Group reports pension obligations in the consolidated
balance sheet as a liability comprising the net amount of the estimated current
value of the obligation and the fair value of plan assets. Funded plans having
net assets, i.e. plans with assets exceeding the pension commitment, are
reported as financial fixed assets.

In 2005, Nobia reports the net amount of discounted interest on pension lia-
bilities and the expected return on related plan assets as a portion of operating
profit. Comparable figures for 2004 are restated in accordance with this princi-
ple, as the net interest was reported in the 2004 annual report among financial
items. The effects of this change were explained in the 2004 annual report and
in the interim reports published in 2005.

In defined-contribution plans the company pays fixed contribution into a
separate legal entity.

The parent company reports defined-benefit pension plans in accordance
with the law on safeguarding of pension commitments and instructions from
Sweden’s Financial Supervisory Authority.

Other long-term remuneration
The Group operates schemes for remuneration in connection with anniversaries
and to employees with long service.

Other long-term remuneration is reported in the consolidated accounts in
accordance with IAS 19 “Employee Benefits”.

When establishing the current value of a commitment and the fair value of
the plan assets, actuarial profit and loss may arise. Unlike reporting of benefit-
defined pension plans, actuarial profit and loss is reported immediately.

Warrants scheme

The Group’s costs for employee warrants are reported in accordance with IFRS 2
“Share-based payment”. The cost is calculated based on the warrant’s theoreti-
cal value adjusted with regard to disposition right infringements and employee
turnover, and they are distributed over the scheme’s lifetime. In countries where
employee warrants might give rise to costs in the form of social security fees,
the Group sets up a reserve for social security costs that follows share price
trends during the term.

Net sales by

Note geographic market Group

SEK'm 2005 2004
Sweden 1,018 881
Denmark 1,550 1,317
Norway 1,382 1,156
Finland 771 716
Total Nordic region 4,721 4,070
UK 5,170 5,356
Germany 842 810
Austria 510 42
Netherlands 333 338
Other, Europe 464 393
Total Europe 12,040 11,009
North America 196 217
Other, world 206 11
Group 12,442 11,337

Of the cost of goods sold and sales and administrative costs, the following are
amounts for salaries, other remuneration and social security contributions:

2005 2004

Soc. sec. Soc. sec.

Salaries contrib. Salaries contrib.

and other (of which and other (of which

SEK'm remuneration pension costs) remuneration pension costs)!
Subsidiaries in:

Sweden 195 85 172 77

(16) (16)

Denmark 447 42 438 37

€1)) (26)

Norway 175 34 151 35

(10 (6)

Finland 93 57 93 55

22) @mn

Germany 355 73 347 74

) 6)

Austria 136 28 - -

(18) ()

UK 674 84 656 65

(63) (55)

France 2 1 2 1

(0) (0)

USA 33 6 29 5

(0) (0)

Switzerland 10 2 12 2

0 (1

Total subsidiaries 2,120 412 1,900 351

(164) (131)

Parent company 20 12 14 10

(5) (6)

Group 2,140 424 1,914 361

(169) (137)

1) Previously reported pension costs are adjusted for changes in pension classifications.
The net sum of discounted interest on pension liabilities and the expected return on plan
assets, previously reported under net financial items, have reduced the operating costs.

Total remuneration costs for employees are as follows:

SEK'm 2005 2004
Salaries, other remuneration and social security contributions 2,395 2,138
Pension costs — defined-contribution plans 94 51
Pension costs — defined-benefit plans 71 79
Costs for special employer’s contribution and tax on returns 4 7
Costs for allocated subscription warrants 2003-2008 (Note 19) 1 3
Costs for allocated employee warrants 2005-2009 (Note 19) 2 -
Total costs for employees 2,567 2,278

Absence due to sickness is not reported for the parent company because there
are fewer than 10 employees.
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Note 4 continued

Salaries and other remuneration, Board and CEO:

SEK'm 2005 2004
Parent company

Board and CEO 1

Other employees 11

Total parent company 22 16
Subsidiaries

Board and CEO 63 33
Other employees 2,057 1,867
Total subsidiaries 2,120 1,900
Group 2,142 1,916

Senior management remuneration

Board members and the Chairman of the Board

Remuneration for the Chairman and members of the Board is determined by
decisions at the Annual General Meeting. No special fees are awarded for com-
mittee work. Board members who are employed by Nobia do not receive a sep-
arate board fee. Board members appointed by the AGM receive a fixed fee of
SEK 280,000 per Board member and the Chairman receives SEK 700,000, a
total of SEK 2,380,000. The Chairman of the Board has no pension benefits,
severance pay agreement or other benefits. Employee representatives receive a
reading and preparation fee of SEK 20,000 per person per year.

CEO
The CEO received SEK 5,282,358 in salary in the 2005 financial year and a
bonus related to the 2005 results of SEK 2,312,500.

In addition to the normal pension in accordance with the general pension
schemes (ATP and AFP), the CEQO has the right to an ITP pension scheme (sup-
plementary pension for salaried employees in industry) at 65 years of age. The
CEQ is also entitled to an increased occupational pension premium of 20 per
cent on salary portion between 30 and 100 base amounts. In addition to the ITP
plan, the CEO is entitled to a pension between the ages of 60 and 65. This pen-
sion is premium-based and the premium is equivalent to 20 per cent of the pre-
vious annual salary up to 100 base amounts. For 2005, the cost was SEK
1,463,982. The CEO has the right to 12 monthly salaries plus severance pay
equivalent to 12 months’ salary if employment is terminated by Nobia. How-
ever, the amount of the severance pay will be reduced in the event the former
CEOQ receives a salary from other employment. If employment is terminated by
the CEO, six months’ notice must be given.

Other Group management

Other Group management, consisting of six people in 2005, received salaries
during the financial year amounting to SEK 12,459,129 and bonuses based on
the 2005 results of SEK 2,439,000. At the beginning of 2006, the management
group consisted of six individuals in addition to the CEO. Group management
has the right to ITP pensions or an equivalent scheme. The retirement age is 65.
In addition, management has the right to an increased service pension premium
of 20 per cent on salary portions between 30 and 100 base amounts.

Bonus scheme

The bonus scheme for the business unit managers and Group management
entitles them to a maximum bonus of 30 per cent of their fixed annual salary,
and 50 per cent for the CEO and members of Group management employed in
UK. Bonuses are based on an earnings period of one year and are dependent
on the extent to which established targets are met. The targets for the CEO are
set by the Board of Directors. The CEO sets the targets for other individuals
after obtaining approval from the Board's remuneration committee.

Remuneration committee

A remuneration committee is appointed from the members of the Board. The
committee’s tasks include preparing proposals with respect to remuneration for
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the CEO, and to reach decisions on remuneration proposals for the managers
that report directly to the CEO. For information about the committee and its
members, see page 65.

Group management’s employment contracts

The contracts include provisions regarding remuneration and termination of
employment. Under these agreements, employment may be terminated by the
employee with a six-month period of notice and by the Company with a 12-
month period of notice. These provisions also apply to the CEO. Certain senior
executives, including the CEQ, are entitled to severance pay in the amount of
one year's basic salary. The employment contracts normally contain a non-com-
petition clause that applies for the employment term and an additional period
of twelve months. Redundancy payment is not paid when the employee
chooses to resign.

Warrant scheme

Warrant scheme 2003-2008

At the 2003 Annual General Meeting, a decision was made to launch a warrant
scheme. 91 senior executives and key individuals subscribed for 774,600 war-
rants entitling them to subscribe for new shares in Nobia AB at a price of SEK
70.50. The warrant premium is SEK 10.20. Those subscribing for warrants and
still employed on 22 May 2005 had the entitlement to receive compensation
equivalent to 40 per cent of the warrant premium. The warrants can be exer-
cised to subscribe for shares during the period 22 May 2005 to 22 May 2008.
In 2005, 10,500 warrants were used for share subscriptions, which means that
a maximum of 764,100 warrants remain. If all warrants are exercised, the num-
ber of shares in the Company will be increased by 764,100 shares, which is
equivalent to a dilution of around 1.3 per cent of all of the shares. On full utili-
sation of the remaining warrants the number of subscription warrants and the
acquisition price are as follows:

Subscription warrants 2003-2008 Number  Acquisition price, SEK
CEO 40,000 408,000
Other management 88,000 897,600
Other employees 636,100 6,488,220
Total 764,100 7,793,820

Warrant scheme 2005-2009

At the 2005 Annual General Meeting, a decision was made in accordance with
the Board’s proposal to implement a rewards scheme in the form of a perform-
ance-related employee warrants scheme for 146 individuals comprising a total
of 610,000 warrants. Employee warrants entitle employees to acquire shares in
Nobia AB during the period from 31 May 2008 to 1 March 2009 at a fixed exer-
cise price of SEK 124.70. The entitlement to exercise the warrants is granted to
employees still employed by Nobia at the time of utilisation and is related to the
development of the earnings per share for the Nobia Group during the financial
years 2005 to 2007. Full subscription is obtained when the average annual
increase of earnings per share for the three-year period is at least 15 per cent.

If this increase in earnings per share is below 5 per cent no warrants will be
issued. The annual increase in earnings per share will determine the number of
warrants to be received. In the event of maximum profit increase and full utilisa-
tion, the number of subscription warrants and the acquisition price will be as
follows:

Employee warrants 2005-2009 Number
CEO 22,500
Other management 85,000
Other employees 502,500
Total 610,000

All previous schemes have been completed.
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Note 5 Remuneration to auditors

Group Parent Company
SEKm 2005 2004 2005 2004
Auditing,
Ohrlings PricewaterhouseCoopers AB 9 8 0 0
cher assignments besides auditing?,
Ohrlings PricewaterhouseCoopers AB 4 2 0 0
) Predominantly advice about auditing matters such as accounting and tax.
Note 6 Depreciation per activity
SEK'm 2005 2004
Cost of goods sold -139 -139
Selling expenses -115 -81
Administrative expenses -55 -62
Total depreciation -309 -282

In addition to reported depreciation, no write-downs have been carried out
in 2005.

Note 7 Breakdown per type of costs

SEK'm 2005 2004
Raw materials -4,940 -4,518
Remuneration costs for employees (Note 4) -2,567 -2,278
Depreciation and write-downs (Note 6) -309 -282
Freight -546 -460
Operational leasing, primarily stores -480 -408
Other costs -2,742  -2,562
Total costs by type -11,584 -10,508

Note 8 Operational leasing contracts

The nominal value of future leasing contracts, where the remaining duration
exceeds one year, breaks down as follows:

Group Parent Company
SEKm 2005 2004 2005 2004
Paid during the year 480 408 0 0
Fall due for payment 2005 - 434 - -
Fall due for payment 2006 491 370 0 0
Fall due for payment 2007 438 333 0 0
Fall due for payment 2008 397 312 0 0
Fall due for payment 2009 349 283 0 0
Fall due for payment 2010 307 - 0 0
Fall due for payment later 1,550 1,490 0 0

The above amounts include renewed lease contracts of SEK 187 million (129).

The nominal value, SEK 187 million of premises that are sublet, where the
remaining duration exceeds one year, breaks down as follows:

Group
SEK'm 2005 2004
Fall due for payment 2005 - 35
Fall due for payment 2006 48 28
Fall due for payment 2007 37 21
Fall due for payment 2008 32 15
Fall due for payment 2009 24 1"
Fall due for payment 2010 17 -
Fall due for payment later 29 19

Note 9 Financial income and expenses

Group Parent Company
SEK'm 2005 2004 2005 2004
Profit from shares in Group companies
Dividends - - 235 272
Write-down - - - 0
Financial income
Interest income, current 13 13 0 0
Exchange-rate fluctuation 0 0 3 1
Financial expenses
Interest expense -82 -103" -2 -1
Exchange-rate fluctuation 0 0 0 0
Total -69 -90 236 272

1) Previously reported interest expenses have been adjusted due to changed classification of
pensions. Interest expenses include the net sum of pension provisions and the expected
return on associated plan assets, have reduced expenses.

Note 1 O Tax on profit for the year

Group Parent Company
SEK'm 2005 2004 2005 2004
Current tax -248 -203 -1
Deferred tax 4 -44 9 4
Total tax on profit for the year -244 -247 8

The deferred tax receivable for the year is mainly attributable to the dissolving
of the tax reserve and the change in loss carry-forwards.

Tax expense accounted for 27.6 per cent (29.4) of profits before tax. The dif-
ference between accounted tax expense (27.6 per cent) and anticipated tax
expense on the Group’s profits before tax and estimated with local tax rates for
Sweden (28 per cent) is explained in the table below. The parent company’s
deferred tax is related to the tax effect of Group contributions. Group contribu-
tions are reported directly against equity.

% 2005 2004
Local tax rates in Sweden 28.0 28.0
Different local tax rates 1.2 2.1
Taxes relating to earlier periods -0.7 2.5
Other non-deductible/tax exempt items -1.0 -3.2
Other 0.1 0.0
Group’s tax expense 27.6 29.4

Tax-exempt items include capital gains on the sale of fixed assets that are offset
against non-assessed loss carry-forwards. This reduced the Group's tax rate by
1.0 per cent.

Note 24 explains the calculation of deferred tax liabilities and assets.
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Note 1 1 Intangible fixed assets

Note 1 2 Tangible fixed assets

Group Group
Goodwill, SEK m 2005 2004 Buildings, SEK m 2005 2004
Opening reported values 1,645 1,619 Opening acquisition value including write-up amount 1,720 1,673
Corporate acquisitions 202 50 Investment for the year 111 84
Translation differences 128 -24 Sales and scrapping 52 -36
Closing reported value 1,975 1,645 Corporate acquisitions 128 -
Reclassifications -4 16
Group Translation differences 97 -17
Other intangible assets, SEK m 2005 2004 Closing acquisition value including write-up amount 2,000 1,720
Opening acquisition value 127 119 Opening depreciation 649 594
Investments for the year 20 13 Sales and scrapping =19 -12
Sales and scrapping -5 4 Corporate acquisitions 73 -
Corporate acquisitions 21 - Reclassifications -8 -4
Reclassifications 1 _ Depreciation for the year 82 77
Translation differences 6 1 Translations differences 36 -6
Closing accumulated acquisition value 170 127 Closing depreciation 813 649
Planned residual value, 31 Dec 1,187 1,071
Opening amortisation 99 92
Sales and scrapping -5 -4 The above includes financial leasing according to the table below:
Amortisation for the year 18 12
- Accumulated Accumulated
Corporate acquisitions 20 - acquisition value depreciation
Translation differences 5 -1 SEKm 2005 2004 2005 2004
Closing accumulated amortisation 137 929 -
Buildings 51 51 8 8
Opening impairment 0
Closing accumulated impairment 0 Group
Planned residual value, 31 Dec 33 28 Land and land improvements, SEK m 2005 2004
Of which Opening acquisition value including write-up amount 212 227
Software 16 16 Investments for the year 6 2
Brands Sales and scrapping =22 -18
Other 3 Corporate acquisitions 42 -
Planned residual value, 31 Dec 33 28 Reclassifications 10 2
Translation differences 13 -1
Closing acquisition value including write-up amount 261 212
Opening depreciation 26 25
Depreciation for the year 1 1
Translation differences 2 0
Closing depreciation 29 26
Planned residual value, 31 Dec 232 186
Tax assessment for property in Sweden 72 73
Residual value 75 80
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Bank loans are secured via mortgages for buildings and land within the Group

amounting to SEK 9 million (9).
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Note 12 continued

Note 13 Financial fixed assets

Group
Investments in progress, SEK m 2005 2004
Opening balance 45 10
Investments started during the year 29 63
Investments completed during the year -47 =27
Corporate acquisitions 4 -
Translation differences 2 -1
Closing balance 33 45

Group
Machines and other technical equipment, SEK m 2005 2004
Opening acquisition value 2,002 2,030
Investments for the year 190 126
Sales and scrapping -98 -142
Corporate acquisitions 150 -
Reclassifications 9 8
Translation differences 120 -20
Closing acquisition value including write-up amount 2,373 2,002
Opening depreciation and write-downs 1,457 1,482
Sales and scrapping -92 -128
Corporate acquisitions 105 -
Reclassifications -12 1
Depreciation for the year 125 116
Translation differences 84 -14
Closing depreciation and write-downs 1,667 1,457
Planned residual value, 31 Dec 706 545

Group
Equipment, tools, fixtures and fittings, SEK m 2005 2004
Opening acquisition value 607 555
Investments for the year 110 82
Sales and scrapping -50 -60
Corporate acquisitions 46 -
Reclassifications 1) 17 39
Translation differences 41 -9
Closing acquisition value 771 607
Opening depreciation and write-downs 361 339
Sales and scrapping -30 -47
Corporate acquisitions 38 -
Reclassifications 3 -
Depreciation for the year 86 76
Translation differences 23 -7
Closing depreciation and write-downs 481 361
Planned residual value, 31 Dec 290 246

1 Accounting principles for exhibition kitchens were changed in 2004. Exhibition kitchens
are now classified as fixed assets where they were previously classified as current assets.
The change in accounting principles involves a reclassification amounting to SEK 37 mil-
lion.

Grou
Advance payment for fixed assets, SEK m 2005 2004
Opening balance 0 3
Expenses during the year 5 -
Corporate acquisitions 1 -
Reclassifications -1 -3
Closing balance 5 0

No interest has been capitalised for tangible fixed assets in the closing acquisi-
tion value.

Parent Company
Investments in Group companies, SEK m 2005 2004
Opening acquisition value 1,370 1,370
Acquisition of subsidiaries 1) 4 -
Closing acquisition value 1,374 1,370
1 Acquisition of subsidiaries, see Note 15.

Group

Other long-term receivables, SEK m 2005 2004
Deposits 15 13
Long-term loans to retailers 14 15
Financial leasing receivable 9 8
Other interest-bearing receivables 12 -
Other 3 7
Total 53 43

Note 1 4 Investments in associated companies

Group Parent Company
SEK'm 2005 2004 2005 2004
Opening balance 0 3 0 0
Proportion of the year’s profit/loss -1 -3 0 0
Acquisitions 2 - 4 0
Capital contribution 20 - - -
Translation differences 0 0 0 0
Closing balance 3 0 4 0

1 Including reclassification of SEK 1 million in previous year.
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Note 14 continued

The Group’s shares in the key associated companies, all of which are unlisted, are as follows:

Registered in

Ownership, %

Share 2005, SEK m

Share 2004, SEK m

UAB Domingos Durelés Lithuania 45.0% 2 1
HTH Expert w Kuchni sp Z Poland 44.7% 0 -1
HTH Schweiz AG Switzerland 33.0% 1
Total 3 0
The Group has not reported losses for HTH Expert w Kuchni sp Z, amounting to SEK 1 million (2). Unreported accumulated losses amount to SEK 3 million (2).
Note 1 5 Investments in Group companies
Nobia AB’s shares and participations in operational Group companies, %. Dormant companies are not included in the table below.
Corp. reg. no. Reg. office Share of equity, % No. of shares Book value
Nobia NBI AB 556060-1006 Stockholm 100 100 456
Sigdal Kjokken AS Kolbotn 100
Marbodal AB 556038-0072 Tidaholm 100
HTH Kokkener A/S @lgod 100
HTH Kok Svenska AB 556187-3190 Helsingborg 100
HTH Kage A/S Kage 100
Novart OY Nastola 100
Nobia Holding (UK) Limited Darlington 100
Magnet Ltd Darlington 100
Hiveserve Ltd Darlington 100
C.P. Hart & Sons Ltd Darlington 100
Kitchen Sense (Surrey) Ltd Darlington 100
Flint Properties Ltd Darlington 100
Magnet (Retail) Ltd Darlington 100
The Penrith Joinery Company Ltd Darlington 100
Gower Group Ltd Halifax 100
Charco Ninety-Nine Ltd Halifax 100
Myresjokok AB 556048-3256 Almhult 100 30,000 77
Poggenpohl Mébelwerke GmbH Herford 98.57 6 532
Poggenpohl Group UK Ltd London 100
Norman Glen Kitchens Ltd London 100
Wigmore Street Kitchens Ltd London 100
Ultimate Kitchens (Pimlico) Ltd London 100
Poggenpohl France SARL Montesson Cedex 100
Poggenpohl US Inc. Wayne NJ 100
Poggenpohl Group Schweiz AG Littau 100
Huber Design AG Zurich 100
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Note 15 continued

Corp. reg. no. Reg. office Share of equity, % No. of shares Book value
Poggenpohl AB 556323-2551 Stockholm 100
Poggenpohl A/S Copenhagen 100
Mébelwerkstatten Josef Ritter GmbH Herford 100
Poggenpohl Forum GmbH Herford 100
Pronorm Einbaukiichen GmbH Viotho 100
Optifit Jaka-Mo6bel GmbH Stemwede 100
Eurofit Vertriebs-GmbH Stemwede 100
Marlin Bad-Moébel GmbH Stemwede 100
Norema AS Jevnaker 100 20,000 154
Invita Kekkener A/S Bording 100 6,000,000 151
Invita Detail & Projekt A/S Bording 100
Invita Koksstudio AB 556634-7497 Malmo 100
Nobia Beteiligungs-GmbH Wels 100" 20
Nobia Liegenschafts- und Anlagenverwaltungs-GmbH Wels 100" m
EWE Kiichen GmbH Wels 100
FM Kiichen GmbH Linz 100
EWE Kuchyne CZ S.r.o Prague 100
Other 1
Total 1,374

1) The company is owned to 1 per cent by Nobia AB and to 99 per cent by the subsidiary, Nobia NBI AB. The details concern the 1 per cent holding.

A complete specification that meets all legal requirements accompanies the annual report sent to the Swedish Companies Registration Office. This specification can be
obtained from Nobia AB, Communications department, Box 70376, 107 24 Stockholm.

Note 1 6 Derivative financial instruments

1 7 Prepaid expenses and
Note accrued income

The Group Group
Book value Fair value SEK'm 2005 2004
SEKm 2005 2005 Prepaid rent 48 45
Forward currency agreements, transaction Bonus from suppliers 77 68
exposure — assets 6 6 .
) Prepaid bank charges 16 14
Forward currency agreements, transaction .
exposure — liabilities -5 -5 Insurance policies 9 10
Forward currency agreements, Accrued income from property sales
transaction exposure — Net 1 1 and rent agreements 93 107
Interest rate swap agreements, Other [N 91
transaction exposure — assets 0 0 Total 354 335
Interest rate swap agreements,
transaction exposure - liabilities -2 -2
Interest .rate swap agreements, Note 1 8 Liq uid funds
transaction exposure — Net -2 -2
) ) ) . ) Group Parent Company
Unrealised profit and loss in equity for currency hedging contracts as of 31
December 2005 will be returned to the income statement at different times SEKm 2005 2004 2005 2004
within 12 months of the closing date. Cash and cash equivalents 251 616 0 0

For information about currency hedging contracts and interest rate swaps,

see Note 1.

The Group’s unused credit facilities, which are not included in the liquid funds,
totalled SEK 278 million (347) at the end of the year. In addition to bank over-
draft facilities, the Company has unused credit commitments of SEK 1,724
million (1,257). Liquid funds on 31 December 2004 include SEK 306 million in
an escrow account concerning the acquisition of EWE-FM, which was com-
pleted on 3 January 2005.
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Note 1 9 Share capital

Other capital Total

No. of shares  Ordinary shares, SEK m contribution, SEK m share capital, SEK m

As of 1 January 2004 57,669 220 58 1,389 1,447

As of 31 December 2004 57,669 220 58 1,389 1,447
Employee warrants scheme

—value of employee’s service 1 1

— payment in issued shares 10,500 0 1 1

As of 31 December 2005 57,679 720 58 1,391 1,449

The quota value (earlier the nominal value) is SEK 1.
All shares have been fully paid for.
Nobia owns 0 (0) of its own class A shares.

Warrants scheme 2003-2008

At the 2003 Annual General Meeting, a decision was made to launch a warrant
scheme. 91 senior executives and key individuals subscribed for 774,600 war-
rants entitling them to subscribe for new shares in Nobia AB.

Those subscribing for warrants and still employed on 22 May 2005 had the
entitlement to receive compensation equivalent to 40 per cent of the warrant
premium of SEK 10.20, calculated using the Black and Scholes model. Key
input data used for the model was the share price of SEK 56.33 on the alloca-
tion date, the above-mentioned subscription price, the predicted volatility of
the share price of 35 per cent, the duration of the warrants and annual risk-free
interest at 4.01 per cent. The volatility assumption is based on future assess-
ments and the historic volatility of Nobia's shares.

The consolidated income statement for 2005 includes a charge of SEK 1 mil-
lion concerning accrued expenses for repayment of 40 per cent of the received
warrant premium and for payroll overheads on estimated benefits. The repay-
ment was realised in 2005 and amounted to SEK 3.5 million, of which SEK 3
million was reported as an expense in 2004.

Warrants scheme 2005-2009

At the 2005 Annual General Meeting, a decision was made in accordance with
the Board’s proposal to implement a rewards scheme in the form of a perform-
ance-related employee warrants scheme comprising a total of 610,000 war-
rants and 146 members of staff.

The fair value of the warrants allocated in 2005 (warrants scheme 2005-
2009), calculated using the Black & Scholes model, was SEK 15.20. Key input
data used for the model was the share price of SEK 113.32 on the allocation
date, the above-mentioned subscription price, the predicted volatility of the
share price of 24 per cent, the duration of the warrants and annual risk-free
interest at 2.71 per cent. The volatility assumption is based on future assess-
ments and the historic volatility of Nobia's shares.
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The consolidated income statement for 2005 includes a charge of SEK 2
million concerning expenses, including social security overheads on estimated

benefits.

The changes in the number of outstanding share warrants and their
weighted average exercise price are as follows:

2005 2004
Average Average
exercise exercise
price, price,
SEK No. of SEK No. of
SEK'm per share warrants per share warrants
As of 1 January 70.50 774,600 70.50 774,600
Allocated 124.70 610,000
Utilised 70.50 -10,500
As of 31 December 94.56 1,374,100 70.50 774,600

Of the 1,374,100 outstanding warrants (774,600), 774,600 (0) were capable of

being utilised. Utilised warrants in 2005 resulted in 10,500 shares (0) being

issued at a price of SEK 70.50 each.
Outstanding share warrants at the end of the year have the following matu-

rities and exercise prices.

Shares
Maturity Exercise price 2005 2004
22 May 2008 70.50 764,100 774,600
1 March 2009 124.70 610,000 -

1,374,100 774,600
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NOTES

Note 2 O Other reserves

Note 22 Dividend per share

Details of the changes in equity are provided on pages 38 and 54.

At the Annual General Meeting on 29 March 2006, a dividend for 2005 of SEK
3.50 per share, totalling SEK 202 million, will be proposed. This amount has not

SEK'm Translation Hedging Total been entered in the accounts as a liability, but will instead be entered as appro-
differences reserve priation of profits under equity for the 2006 financial year. The dividend for

Opening balance, 1 January 2004 _ _ _ iol(zf amounte;i:SEK 174 million, including SEK 1 million to minority share-

Exchange rate differences when olders in a subsidiary.

translating subsidiaries -38 -38

Closing balance, 2 3 . )

31 December 2004 _38 _ 3 Note Provisions for pensions

Hedging reserve after tax 7 7

Adjusted opening balance, Group

1January 2005 -38 7 -31 Provision for pensions, SEK m 2005 2004

Exchange rate differences Defined-benefit pension plans 915 850

when translating subsidiaries 158 158

Hedg_mg reserve after tax - i = Defined-benefit pension plans, Group

Closing balance, Within the Group there are several defined-benefit pension plans, in which the

31 December 2005 120 0 120

Note 21 Earnings per share

Earnings per share before dilution

Earnings per share before dilution are calculated by dividing the earnings attrib-
utable to parent company shareholders by the weighted average number of
outstanding ordinary shares during the period.

2005 2004

Earnings attributable to parent company
shareholders, SEK m 640 592

Weighted average number of outstanding

ordinary shares before dilution 57,673,928

11.10

57,669,220

Earnings per share before dilution, SEK per share 10.27

Earnings per share after dilution

To calculate earnings per share after dilution, the weighted average number of
outstanding ordinary shares are adjusted for the dilution effect of all potential
ordinary shares. These potential ordinary shares are attributable to the warrants
that were subscribed for in May 2003 by senior executives and the employee
warrants allocated to senior executives in 2005. See also Notes 4 and 19.

A dilution effect occurs if the present value of the subscription price is lower
than the fair value of the ordinary shares. The dilution effect appears as the dif-
ference between the number of shares that the warrant holders are entitled to
subscribe for, and the number of shares valued at the fair value, to which this
subscription payment is equivalent. The difference is treated as an issue of
shares for which the Company does not receive any payment.

When calculating the dilution effect, a fair value per share based on the aver-
age for the year has been used. For the 2003-2008 scheme the fair value per
share was SEK 129.42, and for the 2005-2009 scheme, SEK 132.13. A discount
rate of 5.0 per cent was used for both schemes.

2005 2004
Weighted average number of outstanding
ordinary shares 57,673,928 57,669,220
Warrants scheme (2005 and 2003) 464,083 246,058"
Weighted average number of outstanding
ordinary shares after dilution 58,138,011 57,915,278
Earnings per share after dilution, SEK per share 11.01 10.23

") Refers to the 2003-2008 warrants scheme

employee’s right to remuneration after termination of employment is based upon
the salary and the period of service. These plans are to be found primarily in the UK.

Provisions for retirement pensions and family pensions for white collar employ-
ees in Sweden are secured on the basis of insurance with Alecta. According to
statement URA 42 from the Emergency Issues Task Force of the Swedish Financial
Accounting Standards Council this is a defined-benefit plan that covers several
employers. As the Group has not had access to information for the 2005 financial
year which would make it possible to report this plan as a defined-benefit plan,
ITP pension plans secured on the basis of insurance with Alecta are therefore
reported as defined contribution plans. Contributions to Alecta pension insurance
amounted to SEK 3 million (4). Alecta’s surpluses can be distributed to the policy
holder and/or the person who is being insured. At the end of 2005 Alecta’s sur-
plus in the form of the collective consolidation level amounted to 128 per cent
(128). The collective consolidation level comprises the market value of Alecta’s
assets as a percentage of the insurance provision calculated in accordance with
Alecta’s actuarial calculation assumptions, which are not in agreement with IAS 19.

The amounts reported in the consolidated balance sheet have been calculated
as follows:

SEK'm 2005 2004
Present value of funded obligations 2,464 2,070
Fair value of plan assets -1,538  -1,276

926 794
Present value of unfunded obligations 109 87
Unrecognised actuarial losses -120 -31
Net liability on balance sheet 915 850

The net liability for defined-benefit plans amounting to SEK 915 million (850)
is reported in full in the “Provisions for pensions” item on the consolidated
balance sheet.

The sums reported on the consolidated income statement are the following:

SEK'm 2005 2004
Current service cost 33 45
Interest expense 117 112
Expected return on plan assets -79 -78
Total pension costs 71 79

Costs are distributed in the consolidated income statement in the following:

MSEK 2005 2004
Cost of goods sold 5 18
Selling expenses 5 8
Administrative expenses 61 531
Total pension costs 71 79

1) Previously reported interest expenses have been adjusted due to changed classification of
pensions.

The net sum of discounted interest on pension liabilities and the expected return on plan

assets, previously reported as net financial items, have reduced operating expenses.
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Note 23 cont.

Note 24 Deferred tax

The actual return on pension plan assets amounted to SEK 229 million (123).
Specification of changes in the net debt that are reported on the consolidated
balance sheet:

The Group’s deferred tax for the year, SEK 4 million (-44), is accounted for as
tax expense in the consolidated income statement. The deferred tax expense
for the year relates mainly to changes in loss carry-forwards.

SEK'm 2005 2004 The period’s changes in deferred tax asset/liability:
Net liability at start of the year according to balance sheet 850 87 Deferred tax asset
Effect of change in accounting principle - 764 Group
Adjusted net liability at start of the year 850 851 SEK'm 2005 2004
Net expense recognised in the income statement 71 79 Opening balance 163 24
Payments of benefits -6 -25 Reclassifications 27 -
Additional contribution from the employer to funded plans —64 -41 Acquisitions 5 0
Translation differences 64 -14 IAS 19 - 232
Net liability at end of year ! 915 850 Reported tax expense for the period 24 -59
) The largest part of the net liability at the end of the year is for pension plans in the UK. Reversal of previous year's offset 142 110
Offset for the year, same tax jurisdiction -133 -142
Principal actuarial assumptions at the balance sheet date: Translation differences 24 -4
Other changes 2 2
0,
& 2005 2004 Closing balance 206 163
Discount rate 4.80 5.30
Expected return on plan assets 5.75 6.15 Deferred tax liability
Future salary increases 3.60 3.95 Group
Future pension increases 2.60 2.70 SEK'm 2005 2004
The total pension costs reported in the consolidated income statement are as Opening balance 151 199
follows: Reclassifications 27 -
Pension costs, SEK m 2005 2004  Acquisitions 1 0
- - Deferred tax income for the period -28 -15
Total costs for defined-benefit plans 71 79 )
. o Reversal of previous year's offset 142 110
Total costs for defined-contribution plans 94 51 . . )
. o Offset this year within tax community -133 -142
Costs for special employer’s contribution and tax on returns 4 7 . )
- Translation differences 14 -2
Total pension costs 169 137
Other changes 2 1
Closing balance 186 151

Defined-benefit pension plans, Parent company

Parent company

Provision for pensions, SEK m 2005 2004
Statutory provisions for the

safeguarding of pension commitments

FPG/PRI-pensions 1 1

The costs reported in the parent company’s income statement as follows:
Parent company

Defined-benefit plans, SEK m 2005 2004

Administration costs 1 1
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NOTES

Note 24 cont.

The period's closing balance of deferred tax asset/tax liability

Deferred tax assets and liabilities are offset when there is a legal right to offset for current tax asset and liability, and when deferred tax concerns the same tax

authority.

Deferred tax receivable

Timing Loss carry

differences forward IAS 19 Other Legal offset Total
As of 1 January 2004 24 107 3 -110 24
Reported in income statement -5 -59 0 5 -59
Reported in equity 232 232
Acquisition of subsidiaries 0 0
Other 1 1 2
Legal offset -32 -32
Translation differences 0 -1 -3 0 -4
As of 31 December 2004 20 47 229 -142 163
Reported in income statement -1 -26 6 -3 -24
Reclassification 27 27
Reported in equity 2 2
Acquisition of subsidiaries 5 5
Legal offset 9 9
Translation differences 2 4 18 24
As of 31 December 2005 26 52 253 8 -133 206

Deferred tax liability

Timing

differences Write-up Other Legal offset Total
Per 1 januari 2004 126 142 41 -110 199
Reported in income statement -19 -6 10 -15
Acquisition of subsidiaries 0
Other 1 1
Legal offset -32 -32
Translation differences -1 -1 -2
As of 31 December 2004 107 135 51 -142 151
Reported in income statement -3 -5 -20 -28
Reclassification 27 27
Reported in equity 2 2
Acquisition of subsidiaries 1" "
Other -21 21 0
Legal offset 9 9
Translation differences 5 6 3 14
As of 31 December 2005 88 147 84 -133 186

Deferred taxes reported in equity during the year are shown below:

Nobia does not account for any deferred tax for temporary differences relating

2005 2004 to investments in subsidiaries or associated companies. Possible future effects

Reporting of defined-benefit pension plans in

(withholding tax and other deferred tax for profit taking within the Group) are
accounted for when Nobia no longer is able to govern cancellation of such dif-

accordance with IAS19 - 232 . ) )

) ferences or when, for other reasons, it is no longer improbable that cancellation
Gross accounting of deferred tax on hedge reserve 0 —  willoccur in the foreseeable future. These possible future effects are not judged
Total 0 232 to stand in any relation to the overall amount of the temporary differences.

The loss carry-forward is mainly in Germany and the US and falls due by 2011
or later. The value of loss carry-forward for which a deferred tax asset is not
considered amounts to SEK 26 million (27).
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Note 2 5 Other provisions

Future commitments/Contingent
liabilities and undertakings

note 29

Other
long-term
Unutilised Guarantee emp-
rights commit- loyee
of tenancy ments benefits ~ Other  Total
As of 1 January 2005 27 11 - 1 39
Charged to Group income
statement
— Additional allocations 31 1" 2 3 47
— Unutilised amount
carried forward -5 -2 -1 -8
Acquisition 40 40
Translation differences 2 1 2 0 5
Utilised during the year -23 -16 -2 -41
As of 31 December 2005 32 5 44 1 82

Note 2 6 Liabilities to credit institutions

Maturity structure, SEK m 2005 2004
Within 1 year 2 2
Between 1 and 5 years 1,101 1,568
Longer than 5 years 0 0
Total 1,103 1,570

The sum of liabilities to credit institutions includes secured liabilities amounting to
SEK 2 million (2).

Mortgages for buildings and land within the Group, worth a total of SEK 9
million (9), have been used as security for bank loans, see Note 12.

Note Z 7

Accrued expenses and deferred

income

Group Parent Company
SEK'm 2005 2004 2005 2004
Bonus to customers 74 63 - -
Accrued salaries 127 111 6 5
Accrued social security payments
and pensions 37 34 4 8
Accrued interest 1 2 - -
Rents 71 55 - -
Other 262 244 0
Total 572 509 10 13

Note 2 8 Pledged assets

Group Parent Company

SEK'm 2005 2004 2005 2004
For liabilities to credit institutions

Chattel mortgages 9 9 - -

Total pledged assets 9 9 - -
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The Group has contingent liabilities concerning sub-contractor guarantees,
pension liabilities, bank guarantees for loans and other guarantees and other
considerations that arise in the normal course of business. No significant liabili-
ties are expected to arise through these contingent liabilities. Concerning cur-
rent tax cases, the company has appealed a decision made by the Tax Authority
at the court of appeal. The company has made an assessment and decided not
to allocate funds to a reserve concerning this case. The amount involved is not
considered to have any significant effect on the company’s results or financial
position.

In its normal business activities the Group and the parent company have
made the following guarantees and contingent liabilities:

Group Parent Company
SEK'm 2005 2004 2005 2004
Securities for pension commitments 0 0 10 9
Other contingent liabilities 93 68 1,330 1,783
Total 93 68 1,340 1,792

The Group has not identified any commitments other than those taken up in its
financial reports.

Note 30 Acquisition of subsidiaries

On 3 January 2005 Nobia acquired 100 per cent of the share capital in Nobia
Beteiligungs-GmbH (previously Ing. Pacher Beteiligungs-GmbH) and Nobia
Liegenschafts- und Anlagenverwaltungs-GmbH (previously EWE Ing. Pacher
& Co. GmbH) hereafter called EWE-FM. EWE-FM is primarily active in Austria.

On 21 March 2005 Nobia acquired 100 per cent of the share capital in a
Poggenpohl store in Switzerland.

The purchase sum for previous acquisitions has been adjusted by SEK 11
million.

During 2004 Nobia acquired three kitchens stores in the UK via Poggenpohl.

Acquired net assets and goodwill, SEK m 2005 2004
Purchase sum including acquisition costs 317 53
Additional purchase sum 17 -
Fair value of acquired net assets -132 -3
Goodwill 202 50

Goodwill is attributable to the assessed future profit-generating capability.
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NOTES

Note 30 cont. Note 3 2 Average number of employees
2005 2004 2005 2004
Assets and Acquired Acquired Average no. Of which Average no. Of which
liabilities included in Fair book Fair book Companies in: of employees men of employees men
the acquisition, SEK m value value value value Sweden 592 480 540 138
Liquid assets 0 0 22 22 penmark 1,102 820 1,057 771
Tangible fixed assets 155 114 0 0 Norway 463 257 449 262
Intangible fixed assets 1 1 0 1 Finland 497 337 491 331
Financial fixed assets 11 11 - - Germany 974 753 996 776
Inventories 42 42 3 4 Austria 465 371 _ _
Receivables 65 65 6 IS 2378 1,923 2428 1,942
Liabilities -94 -94 -16 16 France 4 5 4 5
Other provision -40 -31 USA 75 42 67 38
Guarantee provisions -1 -4 Switzerland 23 16 20 13
Financial debt - - The Group 6573 5,001 6,052 4,573
Deferred taxes, net -6 3 0 0
Acquired net 2005 2004
assets 132 106 3 3 Number on Of which Number on Of which
closing day men closing day men
SEKm 2005 2004 Board members 66 85% 61 2%
Cash-adjusted purchase sum 317 53 CEOs and other
Liquid assets in acquired subsidiaries 0 -22 senior executives 98 95% 99 94%
Change in Group’s liquid The Group 164 91% 160 93%
assets following acquisition 317 31
Several people are members of more than one of the subsidiary’s Boards or
management teams.
Note 3 1 Related-party transactions 2005 2004
Number on Of which Number on Of which
No selling or purchasing of goods was conducted between the parent company closing day men closing day men
and other Group companies in 2005. However, the subsidiaries were invoiced Board members 10 80% 10 80%
for Group-wide services. CEOs and other
Goods were bought from associated companies during the year. For the clos- senior executives 7 100% 7 100%
ing balance resulting from these purchases, which amounted to SEK 5 million, Parent Company 17 88% 17 88%

see Note 14.

Ala Carte
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Note 3 3 Adoption of International Financial Reporting Standards (IFRS)

From 1 January 2005 Nobia will prepare its consolidated financial statements in
accordance with the International Financial Reporting Standards (IFRS) that
have been adopted by the European Union (EU).

The date for transition to IFRS is 1 January 2004, which entails that compari-
son figures from 2004 be restated in accordance with IFRS regulations as
required by IFRS 1. IAS 39 and 32 concerning financial instruments are applied
from 2005 forward, which implies that the balance on 31 December 2004 has
not been affected by the latter regulations.

The effects of the transition to IFRS on the incomes statements, balance
sheets, cash flow statements and key indicators are presented below.

Transition regulations

IFRS 1 “First-time adoption of IFRS” contains regulations regarding the transi-
tion from previously applied accounting principles to IAS/IFRS. IFRS 1 also
includes optional transition rules to be used the first time a company reports
according to IFRS. The optional transition rules that Nobia has chosen to apply
are as follows:

Company acquisitions and goodwill
Nobia has chosen to apply the exemption provided in IFRS 1 whereby no adjust-
ments need be made for acquisitions made prior to 2004.

Translation differences

In its transition to IFRS Nobia has chosen to apply the exemption provided in
IFRS 1 whereby accumulated exchange rate differences arising from the transla-
tion of foreign subsidiaries into SEK, the Group’s currency, are re-set to zero per
1 January 2004. Accumulated translation differences up to 1 January 2004 are

Effects of IFRS on the Income Statement for 2004

therefore not reported separately but are included on each line for restricted
and unrestricted reserves. Accumulated translation differences are reported
separately under equity from 1 January 2004.

Employee benefits
Nobia has chosen to apply the exemption provided in IFRS 1 whereby all accu-
mulated actuarial profit and loss is reported on the balance sheet on the transi-
tion to IFRS on 1 January 2004, rather than these figures being divided into
recognised and unrecognised portions from the initiation of the pension plans
to the time at which IFRS are adopted.

Other exemptions permitted in IFRS 1 are not applicable to Nobia.

Financial instruments

For Nobia the primary change resulting from transition to IAS 39 is that the
market value of the financial assets and liabilities that are hedged is reported in
the balance sheet. Nobia hedges its commercial currency exposure within the
framework of the financial policy established by the Board. Furthermore the
Group hedges its interest rate risks via derivatives.

In line with Nobia’s previous accounting principles, the derivatives which
were used as hedging instruments and were held until maturity were not val-
ued at market rates. On the introduction of IFRS and IAS 39, forward exchange
agreements that were outstanding per 1 January 2005 were valued at the mar-
ket rate, and the net sum of unrealised exchange rate profits and losses was
allocated to a currency hedge reserve under equity. Nobia applies hedge
accounting for internal currency flows within the Group if such flows meet the
requirements of IAS 39 regarding the application of hedge accounting and if
the currency risk has an impact on the consolidated profit.

Former Effect of According
SEK'm Note accounting principles transition to IFRS to IFRS
Cost of goods sold a -7,018 95 -6,923
Gross profit 4,319 95 4,414
Operating profit ) 835 95 930
Profit after financial items 745 95 840
Minority participations in profit for the year C -1 1 0
Profit for the year 497 96 593

) The previously reported operating profit is adjusted for the amended classification of pensions. The net worth of the discounted interest on pension liabilities and expected return on
associated plan assets, previously reported as net financial items, had negative impact on the operating profit of SEK 33 million. The reclassification of pensions has mainly affected

the operating profit in the UK business.

Effects of IFRS on key ratios in the Income Statement for 2004

Former According

Note accounting principles to IFRS

Operating margin, % " a 7.4 8,2
Return on capital employed, % " a 21.0 23.1
Return on equity, % 1.2 a 22.0 25.7
Earnings per share, before dilution, SEK ). 3) a 8.62 10.27
Earnings per share, after dilution, SEK ). 3) a 8.59 10.23

) The previously reported operating profit is adjusted for the amended classification of pensions. The net worth of the discounted interest on pension liabilities and expected return on
associated plan assets, previously reported as net financial items, had negative impact on the operating profit of SEK 33 million. The reclassification of pensions has mainly affected

the operating profit in the UK business.

2) Return on equity refers to the profit for the year attributable to the parent company’s shareholders as a percentage of the average equity with deduction for minority interests.
3) Earnings per share attributable to the parent company’s shareholders, i.e. after deduction for the minority interest of the profit after tax. Even prior to the introduction of IFRS

the EPS was the part of the profit that was attributable to the parent company’s shareholders.
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Note 33 cont.

Effects of IFRS on the balance sheet 2004

1 January 2004

31 December 2004

Former Effect of Former Effect of

accounting transition According accounting transition According
Assets, SEK m Note principles to IFRS to IFRS principles to IFRS to IFRS
Goodwill a 1,619 - 1,619 1,554 91 1,645
Deferred tax asset b 24 223 247 163 - 163
Total fixed assets 3,783 223 4,006 3,881 921 3,972
Total assets 6,460 223 6,683 7,134 921 7,225

1 January 2004 31 December 2004
Former Effect of Former Effect of

accounting transition According accounting transition According
Equity and liabilities, SEK m Note principles to IFRS to IFRS principles to IFRS to IFRS
Unrestricted reserves a,b 272 -541 -269 -97 -4 -101
Net profit for the year a 338 338 497 95 592
Total unrestricted equity 610 -541 69 400 91 491
Minority interests C - 6 6 - 7 7
Total equity 2,667 -535 2,132 2,459 98 2,557
Minority interests 4 6 -6 - 7 -7 -
Provisions for guarantees d 31 -31 - 19 -19 -
Provisions for pensions d 87 -87 - 850 -850 -
Deferred tax liabilities d 199 -199 - 151 -151 -
Other provisions d 36 -36 - 39 -39 -
Total provisions 353 -353 - 1,059 -1,059 -
Provisions for guarantees d - 31 31 - 19 19
Provisions for pensions b,d - 851 851 - 850 850
Deferred tax liabilities d - 199 199 - 151 151
Other provisions d - 36 36 - 39 39
Total long-term liabilities - 1,117 1,117 - 1,059 1,059
Total equity and liabilities 6,460 223 6,683 7,134 91 7,225
Effects of IFRS on key ratios in the balance sheet 2004

Former Effect of According
SEK'm Note accounting principles transition to IFRS to IFRS
Equity/assets ratio, % a 34.6 354
Debt/equity ratio, % a 48 47
Net debt including pension provisions, SEK m D 1,195 1,195
Capital employed, closing balance SEK m D a 4,300 91 4,391
1) 2004's values are adjusted for reclassification of pensions. Pensions are now part of a deductible in capital employed.
Effects of IFRS on the cash flow statement
Former Effect of According

SEK'm Note accounting principles transition to IFRS to IFRS
Operating profit a 835 95 930
Amortisation a 377 -95 282
Cash flow from current activities before
changes to operating capital 944 - 944

) The previously reported operating profit for 2004 has been adjusted for the change in classification of pensions. The net amount of the discounted interest on pension liabilities and
expected return on associated plan assets, previously reported in net financial items, has negatively impacted the operating profit. As a result of the reclassification concerning pensions,

the pension payments are made up of a deduction item when calculating cash flow for current activities.
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Note 33 cont.

Note a) Goodwill

The accounting rules for surplus value in the form of goodwill in company
acquisitions have been changed. Acquisitions completed in 2004 and after shall
be re-calculated in accordance with [FRS 3 “Business Combinations”. These
new rules mean that a more detailed break-down shall be made of the surplus
values in the acquisition. During the transition to the new rules, Nobia will apply
the voluntary exemptions in accordance with IFRS 1. As a result no adjus