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Heimbach UK Limited
Dhrectors report and financial statements
31 December 2009

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2009
Principal activities

During the current year the principal activity of the company was the manufacture and sale of woven synthetic
forming fabnics for paper machines All sales are now made to group companies

Business review

The company continues to enhance 1ts operations at its Manchester site Production and sales volumes have been
constant during the year Sales values have increased due to the favourable sterling exchange rates The results for
the financial year are set out i the profit and loss account on page & During 2009 mvestments have been limited
due to giobal economic mstabilities, however previous years investments has meant we have sufficient capacites for
future growth and increased volumes

Performance of the business

During 2009 the company outperformed specific organisational targets wn the areas of productivity, quality and
finance

Principal risks and uncertamties

The principal risks are, 1n our view, our continued reputation for techmcal and quality excellence and the stability of
our manufacturing, accounting and IT systems

Key performance indicators

The company has bt-annual board meetings at which performance 1s measured against detailed budgets At these
meetings the board reviews sales, production, quahity, health & safety and financial values

The company distributes fully reconciled management accounts on a monthly basis to its ultimate holding company,
Heimbach GmbH, a company incorporated in Germany

Proposed dividend and transfer to reserves

The directors do not recommend the payment of a dividend The profit before tax was £2,039 815 (2008 £770,036)
and the profit after tax for the year and retained by the company 1s £1,507,279 (2008 £393,687)

Directors

The directors who held office during the vear were as follows
R Martin

G Hanson

P Michels (appomted 1 January 2008)

Insurance of directors

The ultimate holding company mamntains nsurance for the directors m respect of therr duties as directors of the
company
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Directors’ report (conunued)

Disclosure of information to auditors

Heimbach UK Limited
Directors report and financial statements
31 December 2009

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are aware,
there 15 no relevant audit mformation of which the Company s auditors are unaware, and the directors have taken all
the steps that they ought to have taken as directors to make themselves aware of any relevant audit information and

to estabhish that the Company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors wiil be deemed to be reappomted and KPMG LLP

will therefore continue 1n office

By order of the board

b

G Hanson
Company Secretary

’(7/2-/10

Bradnor Road
Wythenshawe
Manchester
M22 4TS

19 February 2010

(S )
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Heimbach UK Limited
Directors report and financial statements
31 December 2009

Statement of directors’ responsibilities in respect of the Directors’ Report and the
Financial Statements

The directors are responsible for preparing the Directors' Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements n accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period In
preparing these financial statements, the directors are required to

m select suitable accounting policies and then apply them consistently, or
m make judgments and estimates that are reasonable and prudent,

m state whether apphcable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explamned 1n the financial statements, and

m prepare the financial statements on the going concern basis unless 1t 15 inappropriate to presume that the company
will continue i business

The directors are responsible for keeping adequate accountmg records that are sufficient to show and explan the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and 1o
prevent and detect fraud and other wregularities
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KPMG LLP

St James' Square
Manchester M2 6DS
United Kingdom

Independent auditors report to the members of Heimbach UK Limited

We have audited the financial statements of Heimbach UK Limited for the year ended 31 December 2009
set out on pages 6 to 26 The financial reporting framework that has been apphed n their preparation 1s
apphcable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit werk has been undertaken so that we might state to the company's
members those matters we are required to state to them 1n an auditors' report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members, as a body, for our audnt work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satsfied that they give a true and
farr view Our responsibility 1s to audit the financial statements n accordance with apphcable law and
International Standards on Audiing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's {APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of the financial statements 18 provided on the APB’s web-site at
www fre org uh/scope/uknp

Opmion on financial statements

In our opinton the financial statements

s give a true and fair view of the state of the company s affairs as at 31 December 2009 and of the profit
for the year ended,

e have been properly prepared in accordance with the United Kingdom Generally Accepied Accounting
Practice, and

+ have been prepared in accordance with the requirements of the Compames Act 2006
Opinton on other matters prescribed by the Companies Act 2006

In our opmicn the mformation given n the Directors’ Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements







- ==

Independent auditors’ report to the members of Heimbach UK Limited
(continued)

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Comparues Act 2006 requires us to
report to you if, in our opinion

» adequate accounting records have not been kept, or returns adequate for our audit have not been
recetved from braches not visited by us, or

¢ financial statements are not in agreement with the accounting records and retwns, or
¢ certamn disclosures of directors’ remuneration specified by law are not made, or

+ we have not received all the mformation and explanations we require for our andit

W) e At

Nick Piumb (Semior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

Manchester pae ﬁ?‘\oaéai“j 2010




Profit and loss account
Jor the year ended 31 December 2009

Turnover from continuing operations
Cost of sales

Gross profit

Dhstribution costs and selling expenses
Admnistrative expenses

Operating profit from continuing operations
Interest recervable and similar income

Interest pavable and simlar charges

Other finance expense

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit on ordinary activities after taxation and
retatned for the financial year

Heimbach UK Limited
Directors’ report and financial statements
31 December 2009

Note 2009 2008
£ £
2 9,399,475 10908 147

(5,000,386) (6,036 611)

4,399,089 4871 536

(217372)  (387298)
(1.817,686) (3 314,452)

3 2,364,031 1,169,786
6 55 10,326
7 (116,363) (333 872)
8 (207,908) (76,204)

1-8 2,039,815 770 036
9 (532,536) (374.349)

17 1,507,279 395 687
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Balance sheet
at 31 December 2009

Fired assets
Intangible assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors amounts falling due within one year

Net current liabilities

Total assets less current ilabilities
Provision for habilities

Net assets excluding pension habiities
Pension hability

Net assets including pension lrabilities

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

Equity shareholder’s funds

These financial statements were approved by the board of directors on

behalf by

O .c&-:,“

G P Hanson
Director

Registered number 00055771

Note

10
11

12
13

14

15

19

i6
i7
17
17

2009

798,127
1,000,351
1,125,905

2,924,383

(4,098,627)

Heimbach UK Limited
Directors’ report and financial statements
31 December 2009

2009 2008 2008

£ £ £
1,134,546 1294 071
8,773,595 9,752 202
9,908,141 11 046,273

880 525
1973,945
801 946
3656,416
(7,241 535)

(1,174,244) (3.585,119)
8,733,897 7461 154
(1,211,292) (1 342,369)
7,522,605 6,118 785
(2,943,210) (2 046 364)
4,579,395 4072,421
500,000 500,000
20,000 20,000
1,871,344 2077364
2,188,051 1475057
4,579,395 4072421

19 Eblum oo and were signed on 1ts
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Cash flow statement
Jor the year ended 31 December 2009

Reconciliation of operating profit to net cash flow from
operating activities

Operating profit

Amorusation charge

Depreciation charge

Loss/(profit) on sale of fixed asset

Exchange rate movement on net debt

Decrease n stocks

Decrease/(1ncrease) in debtors

{Decrease)/increase n creditors

Difference between FRS 17 pension charge and actual pension
contribution

Net cash inflow from operating activities

Cash flow statement

Cash flow from operating activities

Returns on mvestments and servicing of finance
Taxation

Capital expenditure and financial investment

Cash inflow before Fmancing
Fmancing

Increase in ¢cash in the year

Reconcihiation of net cash flow to movement in net debt

Increase 1n cash in the year
Cash inflow/(outflow } from the repayment of intercompany loan

Change 1 net debt resuiting from cash flows
Exchange rate differences on mtercompany loan

Movement 1n net debt in the year
Net debt at the start of the year

Net debt at the end of the year

Heimbach UK Limited
Directors report and financial statements
31 December 2009

Note 2009 2008
£ £
2,364,031 1.169 786
418,615 366 796
966,057 927,675
13,104 (5,482)
(446,755)  1.548.115
82,398 615,117
931,692 (132 013)
(791,454) (5 286)
(351,600)  (238,762)
3,186,088 4245946
2009 2008
£ £
3,186,088 4245946
20 (116,309)  (323,546)
(351,886)  {(199,299)
20 (259,644)  (614,780)
2,458,249 3108 321
20 (2,134,290) (2 811,247)
323,959 297,074
2009 2008
£ £
21 323,959 297 074
2,134,290  2811.247
2,458,249 3108321
446,755  (1548,115)
2,965,004 1,560,206
21 (4,728,899) (6 289,105)
27 (1,823,895) (4 728,899)
8




Heimbach UK Limited
Directors” report and financial statements
31 December 2009

Statement of total recognised gains and losses
Jor the year ended 31 December 2009

2009 2008
£ £
Profit for the financial year 1,507,279 395 687
Actuanial (lossygawn recogmsed n the pension scheme (1,389,311} 898 044
Deferred tax ansing on losses/{gamns) 1n the pension scheme 189,006 (251 452)
Unrealised surplus on revaluation - 449 364
Total recogmsed gans relating to the vear 506,974 1.491,643
Note of historical cost profits and losses
Jor the year ended 31 December 2009
2009 2008
£ £
Reported profit on ordinary activities before taxation 2,039,815 770,036
Dnfference between a histoncal cost depreciation charge and the aciual depreciation
charge calculated on the revalued amount 206,020 162 800
Historical cost profit on ordinary activities before taxation 2,245,838 932 836
Historical cost profit for the year retained after taxation 1,713,299 558 487
Reconciliation of movements in shareholder’s funds
Jor the year ended 31 December 2009
2009 2008
£ £
Profit for the financial year 1,507,279 395 687
Other recogmised gains and losses relating to the vear (net) (1,000,305} 1 095,956
Net addition to shareholder’s funds 506,974 1,491,643
Opening sharcholder s funds 4,072,421 2 580,778
Closing shareholder’s funds 4,579 395 4072421
9




Heimbach UK Limuted
Directors report and financial statements
31 December 2009

Notes
(forming part of the financial statements)

1 Accounting policies
The following accounting policies have been apphlied consistently in dealing with ttems which are considered
material 1n relation to the company s financial statements

Basis of preparation

The financial statements have been prepared in accordance with the applhicable accounting standards and under the
historical cost accounting rules, modified to mclude the revaluation of land and buildings

The financial statements have been prepared on a going concern basis, not withstanding net current habilities of
£1 174 244 as Heimbach GmbH, the ultimate parent company, has confirmed that 1t will not seek repayment of the
mtercompany loan for twelve months from the date of approval of these financial statements to enable the company
to continue to trade and meet 1ts hiabilities to third parties as they fall due

Goodwill

Purchased goodwill (representing the excess of the fair value of the consideration given over the fair value of the
separable net assets acquired) ansing on business combinations in respect of acquusitions since 1 January 1998 15
capitalised Positive goodwill 1s amortised to nil by equal instalments over 1ts estimated useful life

Intangible fixed assets and amortisation

Concessions patents, licenses and trademarks purchased by the Company are amortised to mil by equal annual
instalments over their useful lives, generally the respective unexpired penod of six years

Freed assets and depreciation

Depreciation 1s provided ta write off the cost or valuation less the estimated residual value of tangible fixed assets by
equal imstalments over their esumared useful economic lives as follows

Long leasehold tand and buildings - 5% straight line
Plant, equipment and vehicles - 5% - 30% straight line

Assets under construction are held on the balance sheet at cost and are not depreciated until the point when the asset
COmes (nto use

The company has departed from the historical cost accounting rules mn respect of the carrying value of long leasehold
land and bwidings These are now carried at valuation 1n accordance with Financial Reporting Standard 15 as in the
opinion of the directors this shows these fixed assets at thewr current value as at the balance sheet date

FOI‘EIg" currencies

Transactions n foreign currencies are recorded using the rate of exchange ruling at the date of the wansaction
Monetary assets and habihities denominated 1n foreign currencies are translated using the contracted rate or the rate
of exchange rulmg at the balance sheet date and the gains or losses on translation are included 1n the profit and loss
account

Leases

Assets acquured under finance leases are capitalised and the outstanding future lease obligations are shown m
creditors Operating Jease rentals are charged to the profit and loss on a straight line basis over period of the lease







Heimbach UK Limited
Directors report and financial statements
31 December 2009

Notes (contimued)

1 Accounting poheies (continued)
Post-retirement benefits

Employees were entitled to become members of the UK company pension scheme which provides benefits based on
final pensionable pay The assets of the scheme are held separately from those of the company On 1 December
2001, the UK group took the dectsion to cease future service benefit accrual under the plan and, for the tune bemng
the Trustees will continue to Tun 1t on a closed basis

Pension scheme assets are measured using market values Pension scheme lhiabilities are measured using a projected
unit method and discounted at the current rate of return on a high quality corporate bond of equivalent term and
currency to the hability

The pension scheme surplus (to the extent that 1t 15 recoverable) or deficit 1s recognised in full The movement in the
scheme surplus/deficit 1s split between operating charges, finance 1tems and, mn the statement of total recognised
gains and losses, actuarial gamns and losses

The company also operates a defined contribution scheme The assets of the scheme are held separately from those
of the company 1n an independently administered fund The amount charged to the profit and loss account represents
the contributions payable to the scheme n respect of the accounting pertod

Stochs

Stocks are stated at the lower of cost and net realisable value In determining the cost of raw matenals, consumables
and goods purchased for resale a First In First Qui (FIFO) method of valuation 15 used

For work 1n progress and fimshed goods, cost 1s taken as a standard cost, which includes an appropriate proportion
of attributable overheads

Taxation

The charge for taxation 1s based on the profit for the vear and takes into account taxation deferred because of tuning
differences between the treatment of certain 1tems for taxation and accounting purposes

Deferred tax 15 recogmised without discounting, in respect of all timung differences between the treatment of certain
items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as
otherwise required by Financial Reporting Standard 19

Turnover

Tumover represents the amounts (excluding value added tax) derived from the provision of goods and services to
customers during the year

Cash

Cash, for the purpose of the cash flow statement, comprises cash mn hand and deposits repayable on demand, less
overdrafts payable on demand

11
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Heimbach UK Limied
Directors report and financial statements
31 December 2009

Notes (continued)

2 Turnover

Turnover and profit on ordinary activities before taxation are derived from the company’s principal activity

No analysis of tumover by geographical market has been presented as the directors feel this would be prejudicial to
the interests of the company

3 Profit on ordinary activities before taxation

Profit on ordinary activinies before taxanon is stated after charging/ (crediing)

2009 2008
£ £
Amounts recervable by the auditors and therr associates in respect of
Audit of financial statements of subsidiaries pursuant to legislanon 28,908 30000
Other services relating to taxation 21,552 46 360
Amortisation 418,615 366 796
Depreciation and other amounts written off owned tangible fixed assets 966,057 927 675
Loss/(profit) on disposal of fixed assets 13,104 (5 482)
Exchange loss/{gain) on trading 182,063 (316 583)
Exchange (gain)/loss on retranslation of intercompany loan (446,755) 1548115
Hire of plant and machinery - rentals pavable under operating leases 28,971 22320
4 Remuneration of directors
2009 2008
£ £
Directors emoluments 156,601 145 256
Penston contnbutions 14,784 14 281
171,385 159 537

Number of directors

2009 2008
The following directors participate n pensions schemes operated by the company
Defined benefit scheme 2 2
Defined contnbution scheme 2 2

As disclosed in note 19 the defined benefit scheme 15 closed and future service benefit accrual ceased with effect
from 1 December 2001
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Heimbach UK Limited
Drrectors report and financial statements
31 December 2009

Notes (continued)

5 Staff numbers and costs

The average number of persons employed by the company (including directors) during the year analysed by
category, was as follows
Number of employees

2009 2008
Production 78 80
Selling 12 13
Admunistration 14 13
104 106
The aggregate payroll costs of these persons were as follows
£ £
Wages and salaries 2,980,990 3025787
Social security costs 311,675 320,318
Other pension costs (see note 19) 64,482 194,458
3,357,147 3 540 563
6 Interest receivable and stmilar income
2009 2008
£ £
On other loans - 926
Banh Interest 55 9 400
55 10.326
7 Interest payable and simlar charges
2009 2008
£ £
On other loans 116,347 332859
Other interest payable 16 1,013
116,363 333872
13
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Heimbach UK Limated
Directors report and financial statements
31 December 2009

Notes (contmued)

8 Other finance costs
2009 2008
£ £
Expected return on the penston scheme assets 682,692 880 689
Inierest on pension scheme liabihities (890,600) {956,893)
(207,908) (76 204)
9 Taxation
Analysis of charge in penod
2009 2009 2008 2008
£ £ £ £
UK corporation tux
Current tax on income for the year 612,909 155 478
Total current tax 612,909 155478
Deferred tax {see note 15)
FRS 17 deferred tax movement 40,234 45,940
Reversal of timing differences (80,102) 150,929
Adjustment 1n respect of previous years (40,505) 22,002
Total deferred tax (80,373} 218 871
Tax on profit on ordinary activinies 532.536 374349

Factors affecting the tax charge for the current pertod

The current tax charge for the penod 15 higher (2008 lower) than the standard rate of corporation tax m the UK (28%,
2008 28 5%) The differences are explained below

2009 2008
£ £
Current tax reconciliation
Profit on ordinary activities before tax 2,039,815 770 036
Current tax at 28% (2008 28 5%) 571,148 219 460
Effects of
Expenses not deductible for tan purposes (pnmanly goodwill amortisation and group
mterest) 34,459 83627
Other timing differences 11,996 2,694
Capitat allowances for period 1 excess of depreciahion (4,694) (156 303)
Total current tax charge (see above) 612,909 155478
14




Notes (continued)

10 Intangible fixed assets

Cost
At beginning of vear
Additions

At end of vear

Amortisation
At beginning of vear
Charged 1n year

At end of year

Net book value
At 31 December 2009

At 31 December 2008

Hetmbach UK Limited
Dhrectors’ report and financial statements
31 December 2009

Goodwill 1s amortised over 10 years, bemg 1ts estimated useful hfe

Other

Goodwill Intangibles Total
£ £ £

1 838 081 1 022 786 2 860 867
- 259 050 259,090

1838 081 1 281 876 3.115957
(1396 332) (170 464) {1,566 796)
(196 333) (222 282) (418 615)
(1 592 665) (392 746) (1,985 411)
245,416 889,130 1,134,546
441,749 852322 1.294 071
15




Notes (continued)

11 Tangible fixed assets

Cost

At beginning of year
Additions

Disposals

Atend of year

Depreciation

At beginning of vear
Charge for year
Disposals

Atend of vear

Net book value
At 31 December 2009

At 31 December 2008

Heimbach UK Limited
Drrectors report and financial statements
31 December 2009

Long leasehoild Plant,
land and equipment
bumldings  and vehicles Total
£ £ £
2150 000 14 645 733 16 795 733
- 10 554 10 554
- (113291) (113 291)
2 150 000 14 542,996 16 692 996
- 7043 531 7043 531
213,283 752,774 966 057
- (90,187) (90187)
213 283 7706118 7,919,401
1,936,717 6,836,878 8,773,595
2 150 000 7602 202 9 752,202

The following information relates to tangible fixed assets carried on the basis of revaluatuons in accordance with

Financial Reporting Standard 15 ‘Tangible fixed assets’

Long leasehold land and buildings

At open market value

Aggregate depreciation thereon

Net book value

Histonical cost of revalued assets
Aggregate depreciation thereon

Historical cost net book value

2009
£

2,150,000

(213,283)

1,936,717

575,528
(510,155)

65373

2008
£

2150 000

2150 000

575 528
(502 892)

72 636

16




Heimbach UK Limited
Directors report and financial statements
31 December 2009

Notes (continued)

11 Tangible fixed assets (continued)

The last full valuanon was performed by Mr J Thomborrow, MRICS, IRRV, of Joe Thornborrow Limited on 12
December 2008 The open market value at that date was calculated to be £2,150.000 which has been made m
accordance with the Appraisal and Valuation Manual published by the Royal Institute of Chartered Surveyors

The existing use value of long leasehold land and buildings does not include notional directly attributable acquisition
costs The open market value of land and buildings 1s determined before the deduction of expected selling costs

The directors are not aware of any material change n value and therefore the valuations set out above have not been
updated

12 Stocks
2009 2008
£ £
Raw materials and consumables 201,532 321,313
Waork 1n progress 545,790 391834
Fimshed goods and goods for resale 50,805 167 378
798,127 B8O 525
13 Debtors
2009 2008
£ £
Trade debtors - 359 559
Amounts owed by group undertakings (see note 22) 809,566 1 004 040
Other debtors 62,668 108 407
Prepayments and accrued income 128,117 501,939
1,000,351 1973945
All debtors fall due within one vear
14 Creditors amounts falling due within one year
2009 2008
£ £
Trade creditors 297,655 757 982
Amounts owed to group undertakings (see note 22) 3,090,085 5763717
Taxatton and social security 402,555 179970
Other creditors 16,135 2490
Accruals and deferred income 292,197 537376
4,098,627 7241535

Included 1n amounts due to group undertakings 1s a loan of £2,949 800 (2008 £3,602,241) This loan 1s unsecured
Both parties can terminate the loan by giving s1x weeks written nonice The principal and accrued interest must then
be repaid within ten weeks following the termination notice

However Heimbach GmbH has confirmed that they will not call on the loan for twelve months from the date of

approval of these financial statements  Interest 1s due 1o be charged on the amounts outstanding during the year at
0 5% above EURIBOR at the date the loan was taken out

17




Notes (continued)

15 Provision for habilitres

At beginning of vear
Credit to the profit and loss account for the vear (see note 9)
Other

At end of year
The elements of deferred taxation are as follows

Dafference between accumulated depreciation and capital allowances
Other short term differences

Deferred tax habihty

Factors that may affect the future tax charges

Heimbach UK Limited
Directors report and financial statements
31 December 2009

Deferred taxation

£
1342 369
(120 607)
(10,470)
1,211,292
2009 2008
£ £
1,226,997 1356,972
(15,705) (14,603)
1,211,292 1342 369

No provision has been made for deferred tax on the gamn recogmised on revalumng the property to its market vaiue
Such tax would become payable only 1if the property were sold without 1t bemng possible to clam rollover relief The
total amount not provided for 1s £440,852 (2008 £440,852) At present 1t 1s not envisaged that any tax will become

payable mn the foreseeable future

16 Called up share capital

Authorised
4,500,000 ordinary shares of 25p each

Allotted, called up and fully pard
2,000,060 ordinary shares of 25p each

2009 2008

£ £

1,125,000 1125 000

500,000 500,000
18




Heimbach UK Limted
Dhrectors report and financial statements
31 December 2009

Notes (continued)

17 Reserves

Share premium Revaluation Profit and loss

account Reserve Account

£ £ £

At beginning of the vear 20 000 2,077 364 1,475 057
Retamned profit for the year - - 1,507 279
Transfer - (206 020) 206,020
Actuartal loss recognised 1n the pension scheme - - (1 389,311)
Deferred tax ansing on actuarial losses in the pension scheme - - 389 007
At end of year 20,000 1,871,344 2,188,051
2009 2008

£ £

Profit and loss reserve excluding pension hiability 5,131,261 3,521,421
Net pension liabihity (see note 19) (2,943,210) (2 046 364)
Profit and loss reserve including pension habihity 2,188,051 1,475,057

18 Commitments

a) Capital commutments at the end of the financial year for which no provision has been made, are as follows

2009 2008
£ £
Authornsed and contracted 0 183,000
Authonsed and not contracted 294,000 170,000
b) Annual commitments under non-cancellable operating leases are as follows

2009 2008
Other Other
£ £

Operating leases which expire
Within one year - -
In the second to fifth vears inclusive 93,273 26 285
93,273 26,285

¢) The company has a debenture of £402 000 for the trustees of the CH Johnson Penston Plan of which the
company 1s the principal employer The debenture comprises a fixed and floating charge over the
undertaking and all property and assets present and future, including goodwill, book debts, buildings,
fixtures, fittings, plant and machmery During a funding valuation camed out i 2009 1t was determined
that the scheme had a funding shortfall of £4 146,000 In addition to an increase in the firm’s contributions
to the scheme the Company bas agreed post vear end to execute a new debenture of £3 500,000 to provide
the Trustees with appropriate secunty for this shortfall On execution of the new debenture the existing
debenture will be discharged See also notes 19 and 22

19




Heimbach UK Limited
Directors report and financial statements
31 December 2009

Notes (continued)

19 Pension scheme

Defined contribution

The company operates a defined contribution pension scheme for the benefit of the directors and certain employees
The pension cost charge for the penod represents contributions pavable to the scheme and amounted to £80,496
(2008 £66,032) There were no outstandmg or prepaid contributions at the year end (2008 £mil)

Defined benefir

The company also operates a pension scheme providing benefits based on final pensionable pay With effect from 1
December 2001, the company took the decision to cease future service benefit accrual under the scheme and, for the
time being the Trustees continue to run the scheme on a closed basis The assets of the scheme are held separately
from those of the company and are invested 1n managed funds

The pension scheme 1s currently showing a funding deficit as a result of the application of the government's
minmmum funding requirement, with a funding level on that basis as at 5 Apnl 2008 of 75% Due to this deficit, the
company has put m place funding arrangements to restore solvency on the mmimum funding requirement basis

The most recent valuation was carried out as at 5 April 2008 by an independent qualified actuary using the aggregate
fundmg method for the on-geing valuation

The assumptions which have the most significant effect on the results of the valuation are those relating to the rate of
return on mvestments and the rate of price inflation Tt was assumed that the future investment return would be 6 0%
per annum and that price inflation would average 3 67% per annum Assets were taken at market value The
actuarial valuation showed that the market value of the scheme’s assets was £12 4 million at 5 April 2008 and that,
on an ongoing basis, the actuarial value of those assets represented 74% of the benefits that had accrued to members
(allowing for revaluation of deferred benefits)

As the scheme 15 closed, the normal contributions of the company and employees are £mil, however, following the
results of the Apnl 2005 valuation, the company created a debenture of £402,000 for the trustees of the scheme In
addition, special contributions were made by the company totaling £351,600 during the year 1o enable the scheme to
meet the mmmmum funding requirement

The latest actuarial valuation was carried out at 5 April 2008 and was updated for FRS17 purposes te 31 December
2009 and 2008 by a qualified independent actuary The major assumptions used wmn this valuation were

2009 2008 2007

Yo %o %

Rate of increase in salaries - - -
Rate of mncrease m pensions in payment 32s 262 325
Discount rate 575 650 692
Inflation assumption 3.50 268 345

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions
which, due to the imescale covered, may not necessarly be borne out 1n practice

Mortality

Life expectancy 1s based on the AXCO00 and PCXA00 YOB MC standard actuarial mortality tables and includes an
allowance for future improvements 1n longevity Based on these assumptions, the average future Iife expectancies at
age 65 are summarised below

Males Females

Current pensioners 211 years 23 5 vears

Future pensioners 22 3 vears 24 6 years
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19 Pension scheme (continued)
Scheme assets
The farr value of the scheme’s assets, which are not intended to be realised 1n the short term and may be subject to

significant change before they are realised, and the present value of the scheme’s lrabiliies, which are denived from
cash flow projections over long periods and thus mherently uncertain, were

Long term Value at 31  Long term Value at 31 Longterm Value at 31
rate of December rate of December rate of December
return 2009 retum 2008 return 2007
% £000 % £000 % £000
Equities 7 45 8,171 725 6,959 805 8538
Government stoch 410 2,399 375 2.340 435 3643
Corporate bonds 5.25 1,111 5355 1.837 580 730
Other — cash 0.95 409 200 122 550 102
Total market value of assets 12,090 11,258 13013
Present value of scheme liabilities (16,178) (14,100) (16,917)
Deficit 1n the scheme — pension (4,088) (2 842) (3,904)
hability
Related deferred tax asset 1,145 796 I 094
Net pension hability (2,943) (2,046) (2 810)
Movement n deficit during the year
2009 2008
£000 £000
Deficit in scheme at beginning of year (2,842) (3 904)
Current service costs - (111)
Past service cost - (17
Contributions paid 351 368
Other finance cost (208) (76)
Actuarial (loss)/gain (1,389) 898
Deficit in the scheme at the end of the year (4,088) (2 842)
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19 Pension scheme (continued)

Analysts of other pension costs charged i armving at operating profit (within administrative expenses)

2009 2008
£000 £000
Current service cost - 111
Past service cost - 17
- 128
Anatysis of amounts included 1n other finance costs
' 2009 2008
£000 £000
Expected return on pension scheme assets 683 881
Interest on pension scheme lhabilities (891) (957)
(208) (76)
Analysis of amount recogmsed n statement of total recognised gams and losses
2009 2008
£000 £000
Actual return less expected return on scheme assets 608 (2 039)
Changes 1n assumptions underlving the present value of scheme habilities (2,008) 2408
Expenence gains and losses arising on scheme lrabihities 11 529
Actuartal (loss)/gain recogmsed 1n statement of total recogmsed gamns and losses (1,389) 898

Cumulative actuarial gains/(losses) reported in the statement of total recognised gains and losses for accounting penods ending
on or after 22 June 2002 and subsequently included by prior year adjustment under paragraph 96 of FRS 17 are £(4,088 000)
(2008 £(2,842,000})

Reconcihation of defined benefit obhigation

2009 2008
£000 £000
Opening defined benefit obligation 14,100 16917
Current service cost - 1
Interest cost 890 957
Contnibutions by Members - -
Actuarial lossesf(gains) 1,997 (2937)
Past service costs/(gains) - 17
Losses/(gains) on curtailments - -
Liabilities extinguished on settlements - -
Liabhties assumed 1n a business combination - -
Exchange differences - -
Estimated unfunded benefits paid - -
Estimated benefits paid (809) (963)
Closing defined benefit obligation 16,178 14 100
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19 Pension scheme

Reconcihiations on fair value of employer assets

Opening fair value of employer assets

Expected return on assets

Contributions by Members

Contributions by the Employer
Contrnibutions 1n respect of unfunded benefits
Actuarial gains/(losses)

Assets distnibuted on settlements

Assets acquired on a business combination
Exchange differences

Unfunded benefits paid

Benefits paid

Closing fair value of employer assets

Amounts for the current and previous accounting periods

Year ended 31 December 2009 2008
£000 £000
Fair value of emplover assets 12,090 11 258
Present value of defined benefit obligation (16,178) (14 100}
Surplus/(deficit) (2,698) (3,740)
Experience gains/(losses) on assets 608 (2 040)
Expenence gams/(losses) on habilities 11 529

2007
£000

13 013
(16 917)
(3,513)
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2009
£000

11,258

682

351

608

(809)

12,090

2006
£000

12,793
(16 488)
(4,605)
320

103

2008
£000

13013

881

369

(2,040)

(965-)

11,258

2005
£000

12,726
(17 555)
(4018)

1,185

421)

Analysis of projected amount to be charged to operating profit for the year to 31 December 2010

Projected current service cost

Interest on obligation

Expected return on plan assets

Past service cost

Losses/(gains) on curtailments and settlements

Total

Emplover s contnibutions for the year to 31 December 2010 will be approximately £351 600

31 December 2010

£000

909
(759)

150

23



Heimbach UK Limied

Directors report and financial statements
31 December 2009

Notes (contnued)

20 Analysis of cash flows

2009 2008
£ £
Returns on investment and servicing of finance
Interest recerved (55) (10 326)
Interest paid 116,363 333872
116,309 323.546
Capital expenditure and financial investment
Purchase of tangible fixed assets 10,554 369 307
Sale of plant and machinery (10,000) (5 482)
Purchase of intangible assets 259,090 250955
259,644 614,780
Financing
Repayment of intercompany loan 2,134,290 2 811247
2,134,290 2,811,247
21 Analysis of changes 1n net debt
At beginning Cash flows Exchange At end of
of year movement year
£ £ £ £
Cash 1n hand and at bank 801,946 323959 - 1,125,905
801,946 323,959 - 1,125,905
Intercompany debt due within one vear (5 530,845) 2,134 290 446,755 (2,949,800)
(4,728,899) 2,458 249 446,753 (1,823,895)
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22 Related party disclosures

The company 1s controlled by Hetmbach GmbH (see note 23)

The followmg mformation 15 provided in accordance with Financial Reporting Standard 8§ as being all matenal
transactions with related parties of Heimbach UK Limited including the parent and fellow subsidiary undertakings
during the vear All transactions are conducted under normal commercial terms

See also notes 18 and 19 for detals of a debenture of £402.000 created for the trustees of the CH Johnson Pension Plan
of whuch the company 15 the principal employer

Transactions
Sales and recharges Purchases and Interest
to group recharges from payable/
undertakings group undertakings (receivable)
£ £ £
2008
Heimbach GmbH 12 500 - 332859
Heimbach GmbH & Co KG 8 496,890 845 443 -
Heimbach Ireland Limited 22132 567,827 -
Heimbach Switzerland AG 720 235 3131s -
Heimbach Iberica SA 1,127 882 40,373 -
Heimbach Specialines AG 90 519 1316 -
Marathon Belting Lid 57511 - (926)
Heimbach Fabncs (Suzhou) Co Ltd 20 861 -
Hermbach Skandinavien AB 4667 64
Heimbach Suomi Oy - 91 -
2009
Heimbach GmbH - - 116 348
Heimbach GmbH & Co KG 7 840 746 387 567 -
Heimbach Ireland Limited 21 565 212 437 -
Heimbach Switzerland AG 917 641 - -
Heimbach Iberica SA 1,593 282 43,421 -
Heimbach Specialities AG 44 333 - -
Marathon Belting Ltd 244 593 106 -
Heimbach Fabrics (Suzhou) Co Ltd 59 671 - -
Heimbach Skandinavien AB 2459 - -
Heimbach Suomi Oy - 1957 -
Heimbach France Sarl - 89310 -
Amounts owed by group Amounts owed to group
Balances undertakings undertakings
2009 2008 2009 2008
£ £ £ £
Heimbach GmbH (see also note 14) - 12 500 2,965,156 5602 241
Heimbach GmbH & Co KG 546,296 861,137 - 48 907
Heimbach Iretand Limied - 1,384 34,988 107 334
Heimbach Switzerland AG 139,951 24938 - 731
Heimbach Iberica SA 94,469 56,128 - 4523
Heimbach Speciahties AG - 33367 631 (111}
Heimbach Suomi Oy - . - Si
Marathon Belung Ltd 65,347 926 - -
Heimbach Fabrics (Suzhou) Co Ltd 7,694 13 660 -
Heimbach France Sarl - - 89,310 -
853,757 1,004 040 3,090,085 5763716

) includes corporation tax payment surrendered by Heimbach UK to Marathon Belting
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Notes (continued)

23 Ultimate parent company and parent undertaking of a larger group of which the company 1s a
member

The company 1s a wholly owned subsidiary undertaking of Heimbach GmbH wncorporated i Germany

The largest and smallest group in which the resuits of the company are consohdated 15 that headed by Heimbach
GmbH, a company ncorporated in Germany The consohdated accounts of this company are not available to the
public No other group accounts include the results of this company




