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Glynwed Pipe Systems Limited
2006 Financial Statements

DIRECTORS' REPORT

The directors present the financial statements for the year ended 31 December 2006 They are reported for the first
time In accordance with International Financial Reporting Standards (IFRS) In previous years, the company's
financial statements were prepared 1n accordance with UK GAAP All the 2005 figures presented for comparative
purpocses In the financial statements have been restated in accordance with IFRS 1 and full reconcihations

explaining the impact of the transition from UK GAAP to IFRS are included in note 30 (Transition to IFRS) in the
financial statements

Principal Activities, Review of Activities and Future Developments

The principal activity of the company 1s the manufacture and sale of thermoplastic pipework systems

We have developed several medium-term financial targets which measure the effectiveness of our strategy to
deliver shareholder value The company i1s now focused on delivering these financial objectives through organic
growth both in home markets and export markets

Return on capital employed — in 2006 the company achieved a return on capital employed of 33 98% (2005
(2 27%))

Return on sales ~ this was 9% 1n 2006 We have set ourselves the target to drive the return on sales to 15% over
the next five years

2006 was a further year in which our well established development plans for the company saw us make progress

organically The company currently produces strategic plans annually covenng five years future trading
expectations

Revenue from continuing operations of £81 million {2005 £66 million) was up 22 2% on 2005, whilst operating
profits from continuing operations of £6 9 million were up from a loss of £0 3 million In 2005 Profit before taxabon
from continuing operations was up to £31 0 milhion (2005 loss before taxation of £0 4 million), the 2008 profit

included dividend income of £14 0 milion and a gan on disposal of a subsidiary, Matenal de Aireacion SA, of £10 1
mullion

The company continues to derive the majonty of its turnover from the UK market and this represents 74 9% (2005
71 5%) of the total Europe represents 17 7% (2005 18 2%) and North America 1 7% (2005 3 0%) of the balance

The tax charge was £1 7 million in the period and represented 5 5% of the pre-tax profits The tax charge reflects
the ongination and reversal of temporary timing differences and the net cash tax paid was £0 2 million (2005 £06

milion) The company is part of a UK-wide tax group and the tax rate 1s expected to rnise this year as a result of
lower gearing of the UK group

Cash flow

Operating cash flow performance in the year was better than the previous year at £5 8 milion compared to £2 8
milion in 2005 Cash and cash equivalents were £8 5 million (2005 £2 7 milllon) at the year end

Net capital expenditure in the year was £2 1 milion (2005 £2 0 milion) on capital equipment which compares to
depreciation of £2 2 milion (2005 £3 0 milion) Our investment programme continues to help underpin future
growth and product development

The net cash inflow from operating activities was £7 6 million {2005 £2 3 million)

Tax cash paid in the year decreased to £0 2 million (2005 £0 6 million)

Dhwidends receved of £14 0 mithon and net cash received from the disposal of an operating subsidiary of £14 9
million more than offset the dividends paid during the year of £25 0 million (2005 £nil)

* The company ended the year with net debt of £8 5 million{2005 £17 9 milkon)
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Pensions

We continue to focus attention on our pension schemes The company participates in both defined benefit and
defined contnbution schemes, with the largest scheme being the defined benefit scheme The last formal actuanal
valuation of the defined benefit scheme made by Watson Wyatt Worldwide, the scheme actuary, was prepared as
at 31 March 2004 Using the actuanal assumptions set out in the last valuation, the actuanal deficit was £3 5
milion at 31 December 2006 and £5 9 million at 31 December 2005 The scheme lhabilities of £42 4 million (2005
£40 6 million) are offset by scheme assets that increased from £33 0 miullion at the end of 2005 to £39 1 million at
the end of 2006 Contributions in the year, made by both employees and employers, movements in bond yields and
actual expernience being better than model expectations accounted for the improvements The cash contribution for
current employees was £4 8 million (2005 £34 million) This includes an additional £2 4 million contribution
towards making good the actuanal deficit The company expects to contribute approximately £2 2 million to the
defined benefit pension plan in 2007

Risks and uncertainties

This section highhights some of the particular nsks which affect the company but it 1s not intended to be extensive
analysis of all risks which may anse in the ordinary course of business or otherwise Some risks may be unknown
to the company and other nsks, currently regarded as immatenal, could turn out to be matenial

There are a number of potenhial nsks and uncertainties which could have a matenal impact on the company’s long-
term performance and achievement of its strategy These risks and uncertainties anse as a result of operational,
regulator, financial and market driven factors, among other things The company fakes a proactive approach to
managing nsk through nsk management processes These processes also help to identify business, product and
performance opportunities  Although the company has been successful In managing and mitigating these nsks in
the past, there 1s no guarantee that it can continue to do so

External nsks
External nisks include, but are not imited to the following
Global political and economic conditions

All the company’s principal operations are located in the UK, with sales being made around the world Whilst it
benefits from the opportunities and growth n other countries, the company I1s exposed to political and economic
risks associated with such internationat trade  Polihical nsks can include sudden change in regulation, imposition of
trade barriers, imits on the export of currency and the volatility of currencies, prices and taxes

The diverse nature of our products and services and our international spread help to mitigate the impact of any
individual exposure to economic conditions However, some 74 8% of our revenues are from customers in the
United Kingdom and we are thus particularly affected by economic conditions there

Legislation and regulation

The company 1s subject to varying laws and regulations around the world and operates in sectors that can be
impacted by changes in the regulatory environment leading to product specification changes Whilst failure to
comply with laws and regulations, including health and safety and environmental regulations, could impact
performance and could damage the reputation of the company, changes in legisiation and regulations can also
provide opportunities for the development of new products and can open up new markets for existing products

Raw material and utility prices

The company uses large amounts of electricity, gas, raw matenal plastic compounds, and related commodities
Volatilty and changes in the pricing and availability of these could have a significant impact on the company's

results In particular, the prices of utiites and raw matenal plastcs compounds have increased significantly in
recent years
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Our raw matenals are sourced on the world market and in general we have access to multiple sources of supply
However, should there be a significant change in global balance of supply and demand, or should there be a
cessation of supply of a key commodity, the performance of the company could be adversely affected

Changes in trends and spending

The company denves a significant proportion of its revenue from the utiity and building sectors in the UK and
Europe The company's financial and operating performance wili depend, in part, on factors which affect the level

and patterns of utiity and bulding spend (including changes n customer preferences and trends and general
economic conditions)

The company's future success and revenues will be dependent, in part, on the strength of its principal trading
brands The company monitors changing consumer preferences, brand perception, price points and other trends
such as environmental awareness, etc to better understand and anticipate its customers and their preferences The
company has focussed on internationalising its principal trading brands to further help mitigate these nsks

Intellectual property nghts

The company relies primarly on trade secret, copynght, design, trademark and patent law and contractual
protections to protect the company's proprietary technology and other proprietary nghts Notwithstanding the
precautions taken, the company will continue to take action to protect its intellectual property nghts It 1s possible
that third partes may copy or otherwise obtain and use the company's propnetary technology without authonsation
or may otherwise infringe on the company's nghts In some cases including a number of the company’s most
important products, there may be no effective legal recourse aganst duplication by competitors The company

relies on registered and unregistered nights and uses these rights wherever possible to protect its proprietary nghts,
brand and reputation

Innovation and actions of competitors

The company operates in highly competitive markets charactensed by changing technology and evolving industry
standards Innovative new products and techrical advances by competitors could adversely affect the company
However, the diversity of our products mitigates the potential impact from an indiwvidual competitor or iInnovation

The markets in which the company competes are fragmented but many of the company’s competitors are large and
may enjoy substantially greater financial, marketing, technological and personnel resources The company IS
subject to therr competitive actions and although the company believes that the performance and price
charactenstics of its products provide competitive solutions for the customers’ needs, there can be no assurance
that the existing customers will continue to choose our products over products offered by competitors The
company has a good understanding of the markets in which it operates and its key competitors and therr strategies
and monitors and develops its strategy to mitigate these nsks

Pension funding

The Company’s defined benefit pension scheme 1s significant as detailed in note 18 to the financial statements The
funding position of this scheme 1s likely to fluctuate year on year on account of changes in economic conditions,
demographic experience and the investment performance of the scheme's assets The potental nsks and
uncertainties are mitigated by careful management and continual monitoring of the schemes and by appropnate and

timely action to ensure as far as possible that the company’s defined benefit pension labiities do not increase
disproportionately

Scheme assets are defensively invested with the current asset portfolio analysis being descnbed in note 18 The
company works closely with the scheme trustees and believes that a strong Corporate covenant i1s the best way to
allow a systematic and measured approach to managing the inherent risk of such a scheme

Customer market dynamics

The company's key customers include major water utilittes, national building product distnbution chains and national
building contractors If key customers change therr capital expenditure programmes, suffer a significant loss of
market share or in the event of an economic down turn / seasonality this could have a matenal adverse effect on the
company's financial condition and results of operations
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These risks are mitigated by monitoring industry and competittve devetopments to help prevent the company from
becoming unduly dependent on any one customer

Internal risks
Internal nsks include but are not limited to
New product and technological developments

The company continually seeks to refine and improve upon the performance, utiities and physical attnbutes of its
existing products and to develop new products As a result, the company’s business 1s subject to risks associated
with new product and techneological development, including unanticipated technical, marketing or other problems
The occurrence of any of these nsks could cause a substantial change In the design, delay in the development or
abandonment of new technologies and product Such nsks could have a material adverse effect on the company’s
financial condition and operating results

Succession planning

The future success of the company I1s dependent on the continued services and continuing contributions of the
company’s directors and other key personnel The loss of the services of these individuals could adversely affect

our ability to maintain the loyalty of certain key customers, to continue to develop important markets or to implement
our future strategy

The company has reviewed its succession plans and the board 1s kept informed of the succession planmng in place
for directors and senior management Appropriate internal development is in place to ensure individuals can, where
possible, be promoted from within to middle and senior management positions

Controls fallure

The company 1s SO 9001 accredited and operates internal controls as such, control processes are reviewed on a
regular and controlled basis, by means of internal audits The company 1s also subject to internat audit from the
Alaxis Internal Audit Team

Treasury nisk and policy

The company operates a central treasury which operates in accordance with a Treasury policy and procedures
manual setting out guidelines for managing foreign exchange risk, interest rate rnisk, credit nsk and the financial
instruments to be used in managing these nsks

The objective of the treasury policy 1s to manage the company's financial nsk The treasury policy applied by the
company and the specific guidelines to manage the main financial risks are outlined under the accounting policies

Liguidity nisk

The company's funding objective 1s to have sufficient long-term committed faciities, in addihon to uncommitted
facilites and finance agreements to meet its funding needs

The company maintains relationships with several large financial institutions Company management spends
significant amounts of time with its lenders keeping them informed of the company's development plan when
appropriate to do so

Foreign exchange nsk

The company cperates predominantly in the UK, Europe and North Amenca and as such the exposure to
movements In exchange rates 1s mamnly against the Eure and US Dollar As the units have been growng
internationally there has been an increased level of foreign currency transactions We have also actively
encouraged the trade between these geographic areas and subsequently a greater level of natural offset on
currency denominated cash flows I1s achieved
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Legal and other matters

The company 1s committed to operating within the law 1n all applicable junsdictions, and seeks to benefit from the
nghts and protections afforded by relevant laws The company aims to anticipate and meet the changing
requirements of the markets it serves, as legal and regulatory reforms impact those markets There were no
matenial legal, regulatory or compliance matters to be disclosed during the penod under review and ne significant
post balance sheets events to be disclosed

Resources

The company has significant resources to support its core business operations Key strengths and resources which
assist the company 1n the pursuit of its key objectives include

Our people

We have consistently sought to recruit and retain the best employees in our sector and this has contributed to our
success In developing, manufacturing and selling our products In our traditional markets and In entering an
developing our presence in new markets Each busmess has its own approach to identifying and attracting the
appropriate skills and expertise it needs, in line with both its own and the company's strategy and requirements
Vacancies and development opportuniies are advertised internally and where suitable candidates cannot be
identified conventional recrutment channels are used Each business regularly reviews its training and development

needs to ensure we have people with the appropnate levels of skills, qualifications and expenence to assist it In
achieving our strategy

The company Is committed to maintaining employment policies that both encourage and reward the skills and
commitment of its employees Its policy of non-descrimination i1s designed to give full and fair consideration to all on
an equal basis This undertaking extends to the employment of disabled persons and to the support of those whao
become disabled during their service with the company

Measures have been developed over many years to encourage employee involvement These extend from quality
investment programmes to health and safety disciplines and metters of environmental concern

Our manufacturing facilities

A key differentiator for our product 1s our manufacturing facilittes which not only maximises the efficiency n our
production processes but also means that we have a reputation for hugh quality products

Intellectual property rights

The company has registered a number of patents to support its business and to protect its competitve advantage
Some of the intellectual property and product snnovation developed by our research and development teams resuits
in new patents being secured

In addition, we have a large number of registered trademarks and designs to protect our world renowned brands
and trading styles We monitor market developments closely to identify any potential violations of our proprietary
nghts and take appropriate legal action where considered necessary

Procurement teams

Our central procurement team works with each operating business worldwide to enable us to negohate contracts to
ensure we benefit from the synergies available from company buying, whilst ensuring the quality of components and
products 1s to our high standards and that delivery 1s scheduled to support our lean manufactunng processes We
have established a procurement team based in China who will am to achieve significant savings for some of our
bought in components
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Cautionary statement

The intention of the business review 1s to provide information to shareholders and should not be relied upon by any
other part or for any other purpose The business review and other sections of this annual report contain certain
forward-looking statements with respect to the operations, performance and financial condition of the company By
therr nature, these statements involve uncertainty since future events and circumstances can cause results and
developments to differ matenally from those anticipated The business review and other sections of this annual
report contain certain forward-looking statements which are made by the directors 1n good faith based on the
information available to them up to the date of their approval of the financial statements and the company undertakes
no obligation to update these forward-looking statements The forward-looking statement should be treated with
caution due to the inherent uncertainties, including both economic and business nisk factors, underlying any such
forward-looking information Nothing in this annual report should be construed as a profit forecast

The business review has been prepared for the company as a whole and therefore gives greater emphasis to those
matters which are of significance to Glynwed Pipe Systems Limited

Directors

The directors who held office throughout the year or period of appointment are as follows

R P Smith

SMDix

Y Norret

G Valle

C Mazzacano

A Catanzano (resigned on 5 March 2007)

The directors and secretary who held office at 31 December 2006 had no disclosable interests Iin the shares of the
company or group companies

Disclosure of information to the auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there Is no relevant audit information of which the company's auditors are unaware, and each director has
taken all the steps that he/she cught to have taken as a director to make himselffherself aware of any relevant audit

information and to establish that the company's auditors are aware of that information

Auditors

in accordance with Section 385 of the Companies Act 1985, a resolution for the reappointment of KPMG Audit Plc as
auditor to the company Is to be proposed at the forthcoming Annual General Meeting

By order of the Board

(M7

P Whitehouse
Secretary

21 September 2007
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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 in 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 in accordance with IFRSs as adopted by the EU and applicable
laws

The financial statements are required by law to present fairly the financial position and the performance of the
company, the Companies Act 1985 provides In retation to such financial statements that references in the

refevant part of that Act to financial statements giving a true and fair view are references to their achieving a fair
presentation

In preparing these financial statements, the directors are required to
« select suitable accounting policies and then apply them consistently,
« make judgments and estimates that are reasonable and prudent,
« state whether they have been prepared in accordance with IFRSs as adopted by the EU, and

« prepare the financial statements on the going concern basis unless it 1s \nappropriate to presume that the
company will continue In business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the company and enable them to ensure that its financial statements comply with
the Companies Act 1985 They have a general responsibilty for taking such steps as are reasonably open to
them to safeguard the assets of the company and to prevent and detect fraud and other nregulanties
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF GLYNWED PIPE SYSTEMS LIMITED

We have audited the financial statements of Glynwed Pipe Systems Limited for the year ended 31 December
2006 which compnse the Income Statement, the Balance Sheet, the Cash Flow Statement and the Statement of

Changes in Equity and the related notes These financial statements have been prepared under the accounting
policies set out therein

This report 1s made solely to the company's members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditor's report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's
members as a body, for our audit wark, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financia! statements in accordance with applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the EU are set out in the Statement of
Directors’ Responsibilities on page 8

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regutatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and whether the
financial statements have been properly prepared in accordance with the Companies Act 1985 We also report to
you whether in our opinion the information given in the Directors' Report Is consistent with the financal
statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, If we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
misstatements withun 1t

Basis of audit opimion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures n the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary In order to provide us with sufficent evidence to give reascnable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or other wregularity or error In forming
our opinion we also evaluated the overalt adequacy of the presentation of information in the financial statements

Opinion
In our opinion

. the financial statements give a true and fair view, in accordance with IFRSs as adopted by the EU, of the
state of the company's affairs as at 31 December 2006 and of its profit for the year then ended,

+ the financial statements have been properly prepared in accordance with the Companies Act 1985, and

« the information given in the Directors' Report 1s consistent with the financial statements

At Add K

KPMG Audit Plc 21 September 2007
Chartered Accountants
Registered Auditor
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INCOME STATEMENT
For the year ended 31 December 2006
(£ '000s)
Continuing operations Notes 2006 2005
Revenue 81,247 66,465
Cost of sales (63,427} (56,214)
[Gross profit | l 17,820 10,251
Commercial expenses (5,194) (4,567)
Administrative expenses (4,517) (3,919}
R&D expenses (1,271) (1,008)
Other operating income / (expenses) 6 99 (1,126)
|Operating income | s | 6,937 (367)}
Interest expense, net B 22 (117
Other finance income / {expenses) 9 24,028 116
|Profit before income taxes | | 30,987 {368)]
Income taxes 10 (1,714) 604
|Profit of the year | | 29,273 236|

10
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BALANCE SHEET
(£'000s)
As at 31 December Notes 2006 2005
[Non current assets | [ 29,892 35,183)
Intangible assets 11 9 17
Property, plant & equipment 12 15,735 16,433
Investments ¢ substdiary undertakings 13 12,923 16,725
Deferred tax assets 19 1,225 2,008
|Current assets | | 31,440 23,949|
Inventones 14 14,058 12,744
Amounts receivable 15 8,834 8,465
Cash & cash equivalents 16 8,548 2,740
ITOTAL ASSETS | | 61,332 59,132|
[Equity attnbutable to equity holders of the company | | 20,413 16,140]
Share capital 17 11,189 11,189
Share prermum 1,690 1,690
Retained earnings 7,534 3,261
[Total equity ] [ 20,413 16,140]
[Non-current liabilities | | 22,184 28,164]
Employee benefits 18 3,523 5,892
Deferred tax labihfies 19 1,569 1,600
Other amounts payable 20 17,092 20,672
[Current habilities ] | 18,735 14,828|
Provisions 21 566 756
Amounts payable 22 18,169 14,072
[Total liabilities | | 40,919 42,992]
[TOTAL EQUITY & LIABILITIES | l 61,332 59,132|

These financial statements were approved by the board of directors on 21 September 2007 and were signed on its

behalf by

Sae. N, DA

SMDix
Director




Glynwed Pipe Systems Limited
2006 Financial Statements

CASH FLOW STATEMENT
For the year ended 31 December 2006

(£ '000s)

OPERATING ACTIVITIES

Profit before income tax

Depreciation

Amortsation of intangible fixed assets
Impaiment losses {(other than goodwill}

Derivatives instruments - fair value adjustment through income statement

Net interest {income) / expense
Dwvidend income

Profit on sale of tangible fixed assets
Net gain on disposal of subsidianes
Loss on loan to subsichary forgiven
Other - miscellaneous

Cash flow from operating activities before changes
in working capital and provisions

Increase i inventories

(Increase) / decrease in amounts recewvable
Increase in amounts payable

Decrease In provisions

Cash flow generated from operations

Income tax paid

Cash flow from operating activities

INVESTING ACTIVITIES

Proceeds from sale of property, plant and equipment
Repayment of loans granted

Sale of a business, net of cash disposed of
Acquisition of property, plant and equipment
Dividends recewed

Interest received

Cash flow from investing activities

FINANCING ACTIVITIES

Repayment of borrowings
Dvidends paid
Interest paid

Cash fiow from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the penod

Cash and cash equivalents at the end of the period

12

Notes 2006 2005
30,987 {368)
12 2,226 2,844
11 9 13
12 - 46
11 (3)
(22) 117
9 {14,000} -
6 (1,003) (81)
9 (10,572) (114}
9 514 -
- 14
8,150 2,568
{1,314) (867)
(1,003) 253
2912 1,143
(2,558) (1,031)
6,187 2,066
160 599
6,347 2,665
1,529 2,314
- 1,561
14,524 641
12 (2,055) {1,997)
14,000 -
85 237
28,083 2,756
20 (3,580} (2,312)
(25,000) -
{42) (280)
(28,622) (2,592)
5,808 2329
16 2,740 (89)
16 8,548 2,740
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STATEMENT OF CHANGES IN EQUITY

‘ ATTRIBUTABLE 7O EQUITY HOLDERS OF GLYNWED PIPE
SYSTEMS LIMITED
£'000
( ) Notes |Share capital Share Reta!ned Total
premium earnings

As at 31 December 2004 11,189 1,690 3,025 15,904
Result of the year - - 236 236
As at 31 December 2005 11,189 1,690 3,261 16,140
Result of the year - - 29,273 29,273
Dividends to shareholders 17 - - (25,000) {25,000)
As at 31 December 2006 11,189 1,690 7,534 20,413

13
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NOTES TO THE FINANCIAL STATEMENTS

1 Company information

Glynwed Pipe Systems Limited ("the company”) 1s a company incorporated in the UK The address of the
company's reqistered office 1s Walsall Road, Norton Canes, Cannock, Staffordshire W511 9NS The financial
statements of the company as at and for the year ended 31 December 2006 compnse solely those of the
company The company i1s exempt under $228 of the Comparnies Act 1985 from the requirement to prepare group
financial statements These financial statements present information about the company as an indiwvidual
undertaking and not about its group on the grounds that it 1s included within the cansolidated accounts of Aliaxis
SA, a company incorporated in Belgium

The financial statements were approved by the Board of Directors on 21 September 2007
2 Basis of preparation
(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
{IFRSs) 1ssued by the International Accounting Standards Board {IASB} and the Interpretations i1ssued by the
International Financial Reporting Interpretations Committee (IFRIC), as adopted by the European Union up to 31
December 2006

These are the company's first financial statements prepared under IFRSs, and IFRS1 has been applied An
explanation on how the transition to IFRS has affected the reported financial position and financial performance of
the company 1s provided in note 30 The company has not elected for early application of any standards or
interpretations which were not effective on the reporting date

(b} Basis of measurement
The financial staterments have been prepared on the historical cost basis

(c) Functional and presentation currency
These financial statements are presented in pounds sterling, which i1s the company's functional currency All
financial information in pounds has been rounded to the nearest thousand

{d} Use of estimates and judgements
The preparation of financial statements requires management to make judgements, eshmates and assumptions

that affect the application of accounting policies and the reported amounts of assets, liabilites, income and
expenses Actual results may differ from these estimates

Estimates and underlying assumptions are reviewed on an ongoing basts Rewisions to accounting estimates are
recognised in the penod in which the estimate I1s revised and in any future penods affected

In particular, information about significant areas of estimation, uncertainty and critical jJudgements in applying
accounting policies that have the most significant effect on the amount recogrised n the financia! statements are
described in the following note

° Note 12 - measurement of defined benefit obligations

3 Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these financial

statements, and in preparing an opening IFRS balance sheet at 1 January 2005 for the purpose of the transition to
IFRS

The financial statements are prepared as of and for the year ended 31 December 2006

15
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{a) Foreign currencies

Foreign currency transactions

Transactions n foreign currencies are translated to pounds sterling at exchange rates at the dates of the
transactions Monetary assets and liabiities denominated in foreign currencies at the reporting date are
retranslated to the functional currency at the exchange rate at that date Non monetary assets and habilities
denominated in foreign currencies that are carned at histonical cost are translated at the reporting date at
exchange rates at the dates of the transactions Foreign currency differences arsing on retranslation are
recognised in the income statement

(b) Intangible assets

Research and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge
and understanding, 1s recognised in the income statement as an expense when incurred

Deveiopment activiies involve a plan or design for the production of new or substantially improved products and
processes Development expenditure 1s capitalised only if development costs can be measured reliably, the
product or process I1s technically and commeroally feasible, future economic benefits are probable, and the
company intends to and has sufficient resources to complete development and to use or sell the asset The
expenditure capitalised includes the cost of matenals, direct labour and overhead costs that are directly
attributable to preparning the asset for its intended use |If the recognition ¢ntenia referred to above are not met, the
expenditure I1s recognised In the Income statement as an expense when incurred

Capitalised development expenditure 15 measured at cost less accumulated amortisation {see below) and
accumulated impairment losses {see note 3(e))

Other intangible assets

Other intangible assets that are acquired by the company which have finite useful ives, are measured at cost less
accumulated amortisation (see below) and accumulated impairment losses (see note 3(e))

Subsequent expenditure

Subsequent expenditure i1s capitalised only when it increases the future economic benefits embodied In the
specific asset to which it relates  All other expenditure, including expenditure on internally generated goodwill and
brands, is recognised in the income statement when incurred

Amortisation
Amortisation s recognised in the income statement on a straight-line basis over the estimated useful lives of

intangible assets with a finite life, from the date that they are avallable for use The estimated useful lives are as
follows

» Patents, concessions and hicenses 5 years
 Capitalised development costs 3-5 years
* IT software 5 years

{c) Property, plant and equipment

Recogmtion and measurement
Hems of property, plant and equipment are measured at cost less accumulated depreciation (see below) and
mpairment losses (see note 3(e}) The company elected to measure certain items of property, plant and

equipment at 1 January 2005, the date of transition to IFRS, at fair value and used those farr values as deemed
cost at that date
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Cost includes expenditures that are directly attnbutable to the acquisition of the asset, e g costs incurred to bring
the asset to its working condition and location for sts intended use, costs where relevant of dismanting and
removing the asset and restoning the site on which that asset 1s located Purchased software that 1s integral to the
functionality of the related equipment is capitalised as part of that equipment Borrowing costs incurred for the
purpose of acquinng, constructing or producing an asset are expensed

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment

Subsequent costs

The cost of replacing part of an stem of property, plant and equipment 1s recogrmised (n the carrying amount of the
item 1If it 1s probable that the future economic benefits embodied within the part will flow to the company and its
cost can be measured reliably The costs of the day-to-day servicing of property, plant and equipment are
recognised in the Income statement as incurred

Depreciation

Depreciation 1s recognised in the Income statement on a straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment Leased assets are depreciated over the shorter of the lease term
and their useful lives, unless there 1s certainty that the company will take ownership at the end of the lease term
Land 1s not depreciated

The estimated useful ives are as follows

* Bulldings
- Structure 40-50 years
- Rocf and cladding 15-40 years
- Installations 15-20 years
« Plant, machinery and equipment
- Silos 20 years
- Machinery and surrounding equipment 10 years
- Moulds 3-5 years
* Furniture 10 years
¢ Office machinery 3-5 years
* Vehicles 5 years
< IT&IS 3-5 years

Depreciation methods and useful lives, together with residual values If not insignificant, are reassessed at each
reporting date

(d) Leased assets

Leases in terms of which the company assumes substantially all the risks and rewards of ownership are classified
as finance leases Upon initial recognition the leased asset, as well as the lease hability, 1s measured at an amount
equal to the lower of its farr value and the present value of the mmmimum lease payments Subsequent to inihal
recognition, the asset 1s accounted for in accordance with the accounting policy applicable to that asset

Other leases are operating leases and the leased assets are not recognised on the company’s balance sheet
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{e} Impairment

Financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a
negative effect on the estimated future cash flows of that asset For equity secunties, one possible indicator 1s a
significant or prolcnged dechne

An imparrment loss In respect of a financial asset measured at amortised cost 15 calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the onginal
effective Interest rate An impairment loss in respect of an available-for-sale financial asset 1s calculated by
reference toits current farr value

Indnvidually significant financial assets are tested for impairment on an individual basis, the remaining financial
assets are assessed collectively in groups that share similar credit nsk characternstics

All impatrment losses are recognised in the income statement Any cumulative foss of an available-for-sale
financiat asset recognised previously in equity 15 transferred to the income statement

An impairment loss 1s reversed If the reversal can be related objectively to an event occurring after the impairment
loss was recognised and such reversal 1s recogmised in the iIncome statement For financial assets measured at
amortised cost and avallable-for-sale financial assets that are debt secunties, the reversal 1s recogrised In the
income statement For available-for-sale financial assets that are equity secunties, the reversal 1s recognised
directly in equity

Non-financial assets

The carrying amounts of the company's non-financial assets, other than inventones (see note 3(f)) and deferred
tax assets (see note 3{q)), are reviewed at each reporting date to determine whether there 15 any external or
internal indicaticn of impairment {f any such indication exists then the asset’s recoverable amount 1s estimated
For goodwill and intangible assets that have indefinite lives or that are nect yet avallable for use, recoverable
amount 1s estimated at least annually Those assets were also tested for impairment at 1 January 2005, the date
of transition to IFRS

(f) Inventories

Inventories are measured at the lower of cost and net realisable value The cost of inventories 1s based on the
weighted average pnnciple for raw matenals, packaging matenals, consumables, purchased components and
goods purchased for resale, and on the first-in first-out principle for fimshed goods, work in progress and produced
components

The cost includes expenditure incurred in acquinng the inventones and bnnging them to their existing location and
condition In the case of manufactured inventones and work In progress, cost also includes an appropriate share
of production overheads based on normal operating capacity

Net realisable value 1s the eshmated selling price In the ordinary course of business, less the estimated costs of
completion and selling expenses

{g) Amounts receivable

Amounts receivable which compnse trade and other recewables are carned at amortised cost less impairment
losses (see note 3(e))
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(h) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits and are shown net of bank overdrafts where
the company has nght of set-off Bank overdrafts are repayable on demand and form an integral part of the
company's cash management

(1) Dividends

Dvidends are recognised as habilities in the period in which they are declared
(1) Employee benefits

Post employment benefits
The company participates in a UK-wide defined benefit plan, the Aliaxis UK Defined Benefit Pension Scheme, and
a UK-wide defined contribution plan, the Allaxis UK Defined Contnbution Pension Scheme, the assets of which are

held in separate trustee-administered funds The penston plans are funded by payments from employees and the
company

+ Defined contnbution plans

Obligations for contributions to defined contribution pension plans are recogrised as an expense in the income
statement when they are due

» Defined benefit plans

The company's net obligation 1n respect of the defined benefit pension plan is calculated by estimating the amount
of future benefit that employees have earned in return for their service in the current and prior periods, that benefit
1s discounted to determine its present value, and any unrecognised past service costs and the farr value of any
plan assets are deducted The discount rate is the yield at the reporting date on AA credit-rated bonds that have
maturity dates approximating the terms of the company’s obligaticns

The calculation 1s performed triannually by qualified actuaries using the projected unit credit method

When the benefits of a plan are mproved, the portion of the increased benefit relating to past service by
employees is recognised in the income statement on a straight-line basis over the average period until the benefits
become vested To the extent that the benefits vest immediately, the expense Is recognised immediately in the
income statement

All actuanal gains and losses as at 1 January 2005, the date of transition to IFRS, were recogrised In respect of
actuanal gains and losses that have ansen subsequent to 1 January 2005 in calculating the company’s obligation
in respect of a plan, to the extent that any cumulative unrecognised actuanal gain or loss exceeds 10% of the
greater of the present value of the defined benefit obligation and the fair value of plan assets, that portion 1s
recognised in the income statement over the expected average remamning working lives of the employees
participating In the plan Otherwise, the actuanal gain or loss 1s not recogrised

When the calculation results 1n a benefit to the company, the recognised asset 1s imited to the net total of any
unrecognised past service costs and the present value of any future refunds from the plan or reductions in future
contributions to the plan

+ Short-term benefits

Short-termm employee benefit obligations such as bonuses are measured on an undiscounted basis and are
expensed as the related service 1s provided A provision Is recognised for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the company has a present legal or constructive obligation to pay
this amount as a result of past service provided by the employee and the obligation can be estimated reliably
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(k) Provisions

A provision 1s recognised if, as a result of a past event, the company has a present legal or constructive obligation
as a result of past events that can be estimated reliably, and 1t 1s probable that an outflow of economic benefits will
be required to settle the obligation The amount recognised as a provision Is the best estimate of the expenditure
required to settle the obligation, and 1s reviewed at each reporting date and adjusted to reflect the current best
estimate Provisions are determined by discounting the expected future cash flows at an appropnate pre-tax rate
that reflects current market assessments of the time value of money and, where appropniate, the nisks specific to

the habiity 1n addition, incremental costs (e g lawyer and expert fees) are included in the measurement of the
Provisions

Warranties

A prowvision for warranties Is recognised when the underlying products or services are sold The provision Is based
on historical warranty data and a weighting of all possible outcomes against their associated probabiliies

Restructuning

A provision for restructuning is recognised when the company has approved a detaled and formal restructunng
plan, and the restructuring either has commenced or has been announced publicly Future operating costs are not
provided for

Onerous contracts

A provision for onerous contracts 1s recognised when the expected benefits to be denved by the company from a
contract are lower than the unavoidable cost of meeting its obligations under the contract The provision 1s
measured at the present value of the lower of the expected cost of terminating the contract and the expected net
cost of continuing with the contract Before a provision I1s established, the company recognises any impairment
loss on the assets associated with the contract

(I} Amounts payable

Amounts payable which compnse trade and other amounts payable are carried at amortised cost

{m) Derivative financial instruments

The company holds derivative financial instruments to hedge Its exposure to foreign currency nsks ansing from
operational activites As a policy, the company does not engage in speculative transactions, and does therefore

not hold or 1ssue denvative financial instruments for trading purposes However, denvatives are accounted for as
trading nstruments

The farr value of forward exchange contracts ts based on their hsted market price

(n) Revenue

Revenue from the sale of goods 1s measured at the far value of the consideration received or receivable, net of
returns and allowances, trade discounts and volume rebates Revenue is recognised when the significant nsks
and rewards of ownershup have been transferred to the buyer, recovery of the consideration 1s probable, the
associated costs and possible return of goods can be estimated reliably, and there 1s no continuing management
involvement with the goods

Transfers of nisks and rewards vary depending on the individual terms of the contract of sale
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{o) Finance income

Finance income comprises interest Income on funds invested, dividend income, gains on the disposal of available-
for-sale financial assets, changes in the fair value of financial assets at farr value through profit or loss, foreign
currency gains, and gains on hedging instruments that are recognised in the iIncome statement Interest income Is
recognised as it accrues, using the effective interest method Dividend income 15 recognised on the date that the
company's nght to receive payment 1s established

(p) Finance expenses and lease payments

Finance expenses

Finance expenses compnse interest expense on borrowings, unwinding of the discount on provisions, foreign
currency losses, changes n the fair value of financial assets at fair value through profit or loss, impairment losses
recognised on financial assets (except losses on recewables) and losses on hedging instruments that are
recognised in the income statement All borrowing costs are recognised in the income statement using the
effective interest method

Operating lease payments

Payments made under operating leases are recognised in the income statement on a straight-line basis over the
term of the lease Lease incentives recewed are recognised as a reduction of the total lease expense, over the
term of the lease When an operating lease I1s terminated before the lease penod i1s expired, any payment required

to be made to the lessor by way of penalty 1s recognised as an expense in the penod i which termination takes
place

Finance lease payments

Minimum lease payments made under finance leases are apportioned between the finance expense and the
reduction of the outstanding hability The finance expense 1s allocated to each penod during the lease term so as
to produce a constant periodic rate of interest on the remaining balance of the hability Contingent lease payments

are accounted for by revising the minimum lease payments over the remaining term of the lease when the lease
adjustment 1s confirmed

(q) Income tax

Income tax expense comprises current and deferred tax Income tax expense i1s recognised in the income
statement except to the extent that it relates to items recogrised directly in equity, in which case 1t is also
recognised In equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years

Deferred tax 1s recognised using the balance sheet hability method, providing for temporary differences between
the carrying amounts of assets and habilittes for financial reporting purposes and the amounts used for taxation
purposes Deferred tax 1s not recognised for the initial recognition of goodwill, the imhal recognition of assets or
habilities 1n a transaction that is not a business combination and that affects nerther accounting nor taxable profit,
and differences relating to investments in subsidiaries to the extent that they probably will not reverse in the
foreseeable future

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date Deferred tax
assets and liabilties are offset when they relate to income taxes levied by the same taxation autheority and on the
same taxable entity or group of entities

A deferred tax asset 1s recognised to the extent that it 1s probable that future taxable profits will be available
against which temporary difference can be utilised Deferred tax assets are reviewed at each reporting date and
are reduced to the extent that it Is no longer probable that the related tax benefit will be realised
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{r} Contingencies

Contingent lrabilities are not recogrised in the consolidated financial statements, except if they anse from a
business combination They are disclosed, when matenal, unless the possibifity of a loss 1s remote Contingent
assets are not recognised in the consolidated financial statements but are disclosed, when matenal, if the inflow of
economic benefits 1s probable

{s) Events after the reporting date
Events after the reporting date which provide additional information about the company’s position as at the
reporting date (adjusting events) are reflected in the consolidated financial statements Events after the reporting

date which are non adjusting events are disclosed in the notes to the consolidated financial statements, when
matenal

{t) New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effective for the year ended
31 December 2006, and have not been applied In prepanng these consolidated financial statements None are
expected to be applicable to the company
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4 Disposals of subsidianes

On 30 June 2006, certain direct dormant subsidiaries were transferred at book value to another direct dormant subsidiary to
facilitate the sirike off of unwanted legal entities The proceeds and profit an disposal amounted to £514,000

On 7 December 2006, the company disposed of its total investment in Matenal de Aireacion SA to a fellow group undertaking
at a market value of €20,721,000 (stering equivalent of £14,010,000} The profit on disposal amounted to £10,058,000

The proceeds of all disposals were adjusted through the non-current loan with the immediate parent company

The net gain on disposal of subsidianies 1s shown in note 9

§ Operating Income

(£ '000s) 2006 2005
This is stated after charging

Profit on sale of tangible fixed assets (note 6) 1,003 81
Depreciation of tangible fixed assets {(notes 7 and 12) 2,226 2,844
Impaiment of tangible fixed assets (note 12) - 46
Operating lease rentals

Hire of plant, equipment and vehicles 37 375
Land and buildings - 202
Statutory auditor fees for audit-related services 68 67
6 Other operating income and expenses
(£ '000s} 2006 2005
Profit on sale of tangible fixed assets 1,003 81
Restructuning costs (331) (549)
Insurance recovery - 1
Other (573) (659)
[Other operating income / (expenses) 99  {1,126)]
7 Additional information on operating expenses

(£ '000s) 2006 2005
Wages & salanes 11,851 11,830
Social secunty contributions 958 968
Net change in restructunng provisions (123) 261
Expenses for defined benefit plans 2,248 2,057
Contributions to defined contnbution plans 81 a5
Qther personnel expenses 15 3
|Personnel expenses 15,030  15,214]
The total average number of personnel was as follows*

{in units) 2006 2005
Production 310 351
Sales and marketing 78 77
R&D and admmistration 54 61
|Total workforce 442 489]
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Personne! expenses, depreciation, amortisation and impairment charges are included in the following ine items of the income
statement

(€ '000s) Personnel Depreciation and Amortisation and Total depreciation,

expenses impairment of property impaiment of amortisation and

and plant & equipment intangible fixed assets impaiment

Cost of sales 9,731 2,097 - 2,097
Commercial charges 3,078 3 - 3
Administrative charges 1,877 102 9 11
R&D expenses 307 24 - 24
Other operating income / (expenses) 38 - - -
{Total 15,031 2,226 9 2,235

Directors' emoluments, including pension contributions, amounted to Enil (2005 £nil)

8 Interestincome and expenses

(£ '000s) 2006 2005
Interest iIncome from cash and cash equivalents 65 161
Interest expenses on financal borrowings (43) {278)
|interest income f (expenses) 22 (117)]

9 Other finance income and expenses

(£ '000s) 2006 2005
Dividend income 14,000 -
Revaluation (losses) / gains on financial instruments (11) 3
Foreign exchange losses, nel (15) {1}
Bank fees {4) -
Net gain on disposal of subsidianes 10,572 114
Loss on loan to subsidiary forgiven (514) -
|other finance income 24,028 116]

10 Income taxes

Income taxes recognised n the income statement can be detailed as follows

(£ '000s} 2006 2005
Current taxes for the year (1,068} 172
Adjustments to current taxes in respect of pnor periods 106 781
Total current tax expense {962) 953
Onginaton and reversal of temporary differences (800) 48
Adjustment to deferred taxes in respect of prior penods 48 (397)
Total deferred tax income/(expense) (752) (349}
|Income tax expense in the income statement (1,714) 604
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The reconcihation of the effective tax rate with the UK corporation tax rate can be summarised as follows

(£ '000s) 2006 % 2005 Y%
Profit before taxes 30,987 (368)
Tax at UK corporation tax rate (9,133) 300% 110 30 0%
Tax effect of
Non-deductible expenses (78) 03% 26 71%
Non-taxabte dividend income 4,200 -13 6% - -
Utiisation of tax losses not previously recognised 289 -0 9% - -
Current tax adjustments in respect of prior periods 106 -03% 781 212 2%
Other {155} 05% 84 22 8%
|Income tax expense {1,714) 55% 604 164 1%

11 Intangible assets

2008 2005

(£ '000s) Intangible Intangible
assets agsets

Cost {finite life)  (finite life)

As at 1 January 327 248

Movements during the year

Transfers - 79

As at 31 December 327 327

Amortisation and impairment losses

As at 1 January (310} {231)

Movements dunng the year

Charge for the year {9) (13)

Transfers 1 {68)

As at 31 December {318) (310}

|Carrying amount at 31 December 9 17]

The recognition criteria regarding development expenditure were not met and those expenditures have therefore been
recognised in the income statement as an expense
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12 Property, plant and equipment

2006 2005
(£ '000s) Land & Plant, Other Under Total Total

buildings machinery & contruction

equipment & advance

Cost or deemed cost payments
As at 1 January 7,179 38,896 766 981 47,822 53,864

Movements dunng the year
Acquisitions - 971 14 1,068 2,054 1,997
Disposals & retirements (420) (1,395) (8) - (1,823) (8,039)
Transfers - 674 (47) (627) - -
As at 31 December 6,759 39,1486 725 1,422 48,053 47,822
Depreciation and impairment losses
As at 1 January (840) (29,924) (625) - (31,389) (33,969)
Movements during the year

Charge for the year (68) {2,104) (54} - {2,226) (2,990)
- Crdinary deprecration (68) {2,104) 54) (2,228} (2,944}
- Impairment recogrnised - - - - - (48}
Disposals & retirements 114 1,175 8 - 1,297 5,570
Transfers - {41) 41 - - -
As at 31 December (794) (30,894) {630} - {32,318) (31,389)
ICarrylng_; amount at 31 December 5,965 8,252 95 1,422 15,735 16,433

Management considers that residual values of depreciable property, plant and equipment are insignificant

13 Investments in subsidiary undertakings

(£ '000s) Cost Provision Net

At 1 January 2006 24,431 (7,708) 16,725
Disposals {9,012) 5,210 (3,802)
|At 31 December 2006 15,419 (2,496) 12,923]

Invesiments are stated at the lower of cost and net realisable value

Details of the company's subsidianes are listed below and represent holdings of 100% of ordinary shares

* Indicates subsidianes held directly

* Britpipe Limited

* Glynwed CEH Limited

* Crestover

* Dairy Pipe Lines Limited

* Glynwed Properties Limited

* EMG [nvestment Management Limited

* Wask - RMF Limited
Glynwed Foundry Products Limited
Glynwed V Limited
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14 Inventones

(£ '000s)
As at 31 December 2006 2005
Raw matenals, packaging matenals and consumables 534 574
Components 1,134 1,410
Work In progress 360 452
Finished goods 11,018 9,358
Goods purchased for resale 1,012 850
|Inventories 14,058 12,744|

The amount of wnte downs recognised on inventories dunng the penod amounted to £3,074,000 (2005 £2,963,000)

15 Amounts receivable

(£ '000s)

As at 31 December 2006 2005
Trade receivables - gross 8,140 7,095
Allowance for doubtful debtors {718) (428)
Trade receivables 7,422 6,667
Income taxes recoverable 467 1,080
QOther taxes recoverable 500 293
Other 445 425
Other amounts receivable 1,412 1,798
fAmounts recevable 8,834 8,465|

16 Cash and cash equivalents

(£ '000s)

As at 31 December 2006 2005

Bank current accounts 8,545 2,734

Cash 3 6

|Cash & cash equivalents in the cash flow statement 8,548 2,740
17 Equity

Share capital and share premium

The authonsed share capital and share premium of the company as at 31 December 2006 amounts to £15,500,000 (2005
£15,500,000), represented by 62,200,000 fully paid ordinary shares of 25p each (2005 62,000,000)

The 1ssued share capital and share premium of the company as at 31 December 2006 amounts to £12,879,000 (2005
£12 879,000), represented by 44,757 845 fully paid ordinary shares of 25p each (2005 44,757 845)

The holders of ordinary shares are entitled to receive dividends as declared and to one vote per share at shareholders’
meetings of the Company

Dividends
On 4 December 2006 a dwvidend of £25,000,000 (a gross dividend of 559 pence per share) was declared and paid by the
company

No final dividend will be proposed for the current year by the directors at the forthcoming Annual General Meeting
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18 Employee benefits

Alaxis maintains in several countnes in which the Group operates benefit plans such as retirement and medical care plans,
termination plans and other long-term benefit plans

(a) Defined contribution plans

The company made contnbutions to defined contnbution schemes in the year to 31 December 2006 amounting to £81,000
(2005 £95,000) Once the contributons have been paid, the Group compantes have no further payment obhgation The
regular contnibution expenses constitute an expense for the year in which they are due

{b) Defined benefit plans

The company acts as a participating employer to the Aliaxis UK Defined Benefit Pension Scheme, a defined benefit
contnbutory pension scheme, the constitubon and governance of which are n conformity with the requirements of the
Pensions Act 1985 The Scheme provides benefits based on final pensionable pay, with all assets being held in an
independent and separately administered trustee fund The funding of the Scheme 1s assessed in accordance with the advice
of an independent and professionally qualffied actuary The Scheme Is closed to new members New employees are eligible to
join a Defined Contribution scheme, the Alaxis Defined Contribution Pension Scheme

The company's net hability for the post-employment benefit plan comprses the following at 31 December

(£ '000s) 2006 2005
Present value of funded oblhigations 42,445 40,598
Fair value of plan assets (39,141) (33,030}
Present value of net funded obligations 3,274 7,568
Unrecognised actuanal gains / {losses) 249 {1,676}
Total defined benefit habilities 3,523 5,892
Liabiites 3,523 5,892
Assets - -
[Net iabulity at 31 December 3,523 5,892]

The movements in the net habilty for defined benefit obligations recognised In the balance sheet at 31 December are as
follows

(£ '000s) 2006 2005
Net hability in the balance sheet at 1 January 5,892 6,938
Employer contributions (4.617) (3,103)
Pension expense recogmised in the income statement 2,248 2,057
|Net hability at 31 December 3,523 5,892|

The changes in the present value of the defined benefit obligations are as follows

(£ "000s) 2006 2005
Defined benefit obligation at 1 January 40,598 31,309
Service cost 2,854 2,933
Interest cost 1,997 1,737
Actuanai (gains) / losses {2,568) 5,305
{Gains) f losses on curtailment - {448)
Benefits paid (566) (328)
|Defined benefit obligation at 31 December 42,415  40,598]
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The changes n the fair value of plan assets are as follows

(£ '000s) 2006 2005
Fair value of plan assets at 1 Januvary (33,030) (24,460)
Expected return (2,461)  (1,908)
Actuanal (gains) / losses 642 (3,610)
Contributions by employer and employee (4,858) (3,382}
Benefits paid 566 328
|[Fair value of plan assets at 31 December (39,141) (33,030}

The actual return on plan assets in 2006 and 2005 was £1,837,000 and £5,538,000 respectively

The total contributions amount to £4,858,000 (2005 £3,382,000) of which £4,617,000 was contributed by the employer (2005
£3,103,000) and £241,000 was contributed by the employee (2005 £279,000)

Dunng 2006 both the defined benefit obligation and the far value of plan assets have increased For the defined benefit
cbligation this 1s parlly due to plans being one year older and partly due to an increase in the discount rate The funded
pasition, 1 e the ratio of assets to the defined benefit obligation, has increased from around 81% to around 92%

The net defined benefit lability has substantially decreased dunng the year from £5,892,000 to £3,523,000 This decrease 1s
pnncipally due to the special contnbutions in December 2006 of £2,398,000

The total employer contributions are £2,368,000 higher than the pension expense of £2,248,000 (2005 £2,057 000)
The company expects to contnbute approximately £2 2 million to its defined benefit plans in 2007

The histoncal evolution of the present value of the defined benefit obligation, the far value of plan assets, the unrecognised
actuanal gains and losses 15 as follows

(£ '000s)

At 31 December 2006 2005
Present value of defined benefit obligations 42415 40,598
Fair value of plan assets {39,141) (33,030)
Unrecognised actuanal gains/(losses) 249 (1,676)
Change in the actuanal gains/(losses) dunng the year 1,926 (1,696)
of which

* due to expenence adjustments {409} 3,864
* due {o assumption adjustments 2,335 (5.560)

The expense recogmised in the income statement with regard to defined benefit plans can be detailed as follows

(£ '000s) 2006 2005

Current service cost 2,712 2,654
Interest cost 1,997 1,737
Expected return on plan assets (2.461) (1,906)
{Gamns) / losses on curtailments & settlements - (429)
[Total 2,248 2,056

The employee benefit expense 1s included in the following line items of the income statement

(£ '000s)
2006 2005

Cost of sales 1,322 1,330
Commercial charges 377 483
Administrative charges 502 272
R&D expenses 47 63
Other operating mcome / (expenses) - {92)
[Total 2,248 2,056§
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The pnincipal actuanal assumptions can be summarised as follows

2006 2005
Discount rate at 31 December 510% 4 75%
Expected return on assets at 31 December 7 30% 7 20%
Rate of salary increases 4 50% 4 30%
Pension increase rate 300% 3 Q0%

At 31 December the plan assels are broken down into the following categones according to the asset portfolios weighted by
the amount of assets

2006 2008

Government bonds 16% 17%
Corporate bonds 1% 12%
Equity instruments 67% 1%
Cash 6% -

100% 100%

19 Deferred tax assets and habilities

The change in deferred tax assets and habilibes 1s as follows

(£'000s) Assets Liabilities Net
2006 2005 2006 2005 2006 2005
As at 1 January 2,008 2,751 (1,600) (1,994) 408 757
Recognised in the income statement (783) (743) 31 394 (752) (349)
|As at 31 December 1,225 2,008 (1,569)  (1,600) (344) 408 |

Deferred tax assets and liabilities are attnbutable to the following items

Assefs Liabilities Net

(£'000s) 2006 2005 2006 2005 2006 2005
Property, plant and equipment - - (1,565) (1,597) {1,565) {1,597)
Inventories K3 H - - 3 kY|
Post employment benefit 1,057 1,767 - - 1,057 1,767
Provisions 23 156 - - 23 156
Other assets and habiities 114 84 (4) (3) 110 51
[Tax assets / habilies 1,225 2,008  (1569) (1,600} (344) 408 |

Tax losses carned forward on which no deferred tax asset 1s recogmised amount to £14,000 (2005 £14,000) and these tax
losses do not have an expiration date Deferred tax assets have not been recognised on these items because it 15 not
probable that future taxable profits will be available against which the unused tax losses can be utilised

20 Other amounts payable

(£ '000s)

2008 2005
Leans from group undertakings 17,092 20,672
|Other amounts payable 17,092 20,672)

The company has unsecured loans from a fellow group undertaking that are non-interest beanng and which have no fixed date
for repayment
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21 Provisions

Current provisions Product Restructur- TOTAL
(£ '000s) liability ing

As at 1 January 2006 409 347 756
Movements dunng the year

Provisions created 99 104 203
Provisions used 1 (374) {(373)
Provisions reversed (20) - (20)
|As at 31 December 2006 489 77 566

22 Amounts payable

(£ '000s)

As at 31 December 2006 2005
Trade payables 13,816 10,340
Payroll and social secunty payable 1,176 1,091
Income taxes payable 1,052 542
Other taxes payable 652 389
Denvative financial instruments with negative fair values " -
Interest payable 10 10
Other payables 1,452 1,700
|Amounts payable 18,169 14,072|

23 Financial instruments

Risks relating to credit worthiness, interest rates, exchange rates, commodity prices and liquidity anse m the company's
normal course of business However the most significant financia! exposure for the company relates to the fluctuation in
currency exchange rates

The company addresses these nsks and defines strategies to limit thewr economic impact on its performance in accordance
with its financiat nsk management policy

Foreign currency nsk
Transaction exposure
The company 1s exposed to foreign currency nsk on transactions such as sales and purchases denominated in non-sterling

currencies Currencies giving nse to such nisk are pnmanly the US dollar and the Euro

Where there 1s no natural hedge, the foreign currency nsk 1s pnmanly managed by the use of forward exchange contracts All
contracts have matunties of less than one year

The change in the farr value of forward exchange contracts outstanding at 31 December 2006, amounting to £11,000, 1s
accounted for as an expense in the income statement (2005 income of £3,000 in the income statement)
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Credit risk

Credit nsk relates to all forms of counterparty exposure where counterparties may default their obligations to the company in
relation to financial actvites

Management has a credit policy in place and the exposure to credit nsk 1s monitored on an ongoing basis Credit evaluations

are performed on ail customers requinng credit over a certain amount The company does not require collateral in respect of
financial assets

The company's main sales distnbution channels are industnal supply companies and wholesale distrbutors The diversity of

the company's product range helps it to maintain a wide customer portfolio and to avoid major exposure to any indwvidual
customer

The maximum exposure to credit nsk is represented by the carrying amount of each financial asset, including denvatives in the
balance sheet

Commodity nsk

The raw matenals used to manufacture the company's products mainly consist of plastic resins such as polyvinylchlonde
(PVC), polyethylene (PE) and polypropylene (PP), which are a significant element of the cost of the company’s products The
prices of these raw matenals are volatile and tend to be cyclical, and the company 15 able to benefit from the Alaxis group's
centralised approach to the procurement of major raw matenals

In addition, the company 1s exposed o energy prices and 15 also able to benefit from the Allaxis Group's centralised buying
policy

Interest rate risk

As a member of a UK cash pooling arrangement, the company benefits from centrally managed interest rates

24 Operating lease commitments

{£ '000s)
As at 31 December 2006 2005

Plant, vehicles and equipment

Commutted to

Not later than one year 310 5
Later than one year and not later than 5 years 969 79
Later than 5 years 185 -
|Total commutted 1,464 84|

25 Capital Commitments

The company had no capital commitments at the end of the year (2005 none)
26 Contingencies

Contingencies relate to the cross guarantees given in respect of fellow UK group subsidianes bank accounts This 1s detailed
in note 27
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27 Related Parties

(£'000s} 2006 2005
Transactions with subsidiaries
Dividend received frem Glynwed Properties Limited 14,000 -
Sales to fellow subsidianes are shown below: 2006 2005
Philmac Pty Ltd Australia 344 313
Zhongshan Universal Enterprises Ltd China 110 152
Akatherm - FIP GmbH Gemany 304 218
Glynwed SAS France 715 814
FIP Srl Italy 1,699 1,533
Ipex USA LLC Usa 1,257 1,609
GPS Iberica SA Spain 190 252
Innoge PEI SA France 726 583
Akatherm International BV The Netherlands 1,286 1,142
GPS Asia Pte Ltd Singapore 92 306
Other fellow subsidianes 590 555
[Total inter-group sales 7,313 7.477|
Management fees incurred from fellow Group companies 2006 2005
Alaxis Services S A (France) 462 463
Transactions with Aliaxis Holdings UK Limited, immediate parent company.
2006 2005
Non-current inter-company loan payable at 1 January (13,643) (14,820)
Settlement of Glynwed Properties Limited dividend 14,000 -
Payment of dividend to parent company (25,000) -
Disposal proceeds from sale of subsidianes 14,010 (3,152)
Disposal proceeds from sale of property 1,521 -
Settlement of addiional pension fund contributions (2,398) 3,047
Clear down of external bank accounts 1,614 475
VAT group settlements - 406
Caorporation tax settlements (22) (599)
Settlenent of current account payables/receivables 4 1,000
[Non-current inter-company loan payable at 31 December (9,914) (13,643}
The balance i1s unsecured with no fixed date for repayment
Contingent Liabihties
The company has guaranteed the following borrowings of fellow group undertakings
2006 2005
Aliaxis Holdings UK Limited 7.633 1,917
|Total guarantees 7,633 1,917 ]

The guarantees relate to current account cross guarantees with Fortis Bank plc

28 Subsidiary Companies

Included within the investments in subsidiary undertakings note, note 13

33




Glynwed Pipe Systems Limited
2006 Financial Statements

29 Transition to IFRS

As stated in note 2(a), these are the company's first consolidated financial statements prepared in accordance with IFRS

The accounting policies set out In note 3 have been applied i prepanng the financial statements for the year ended 31
December 20086, the comparative information presented in these financial statements for the year ended 31 December 2005
and in the preparation of an opening IFRS balance sheet at 1 January 2005 (the company's date of transition)

In prepanng its opening {FRS balance sheet, the company has adjusted amounts reported previously in financial statements
prepared In accordance with its old basis of accounting (UK GAAP) An explanation of how the transiion from UK GAAP to
IFRS has affected the company's financial pesition and financia! performance 1s set out 1n the following tables and notes

JEQUITY RECONCILIATION |

Effect of
UK transition to
GAAP IFRS

UK
IFRS GAAP

Effoct of
transition to
IFRS

IFRS

1 January 2005 "

: 31 December 2005

(£ '000s)
Notes

[Non current assets |
Intangible assets f)
Property, plant & equipment f)
investments in subsihanes

Deferred tax assets c}
|Current assets |
Inventones a)
Amounts receivable g)
Cash & cash equivalents

Non current assets held for sale

|TOTAL ASSETS |
Equity attributable to equity holders of

the company

Share capital

Share premium

Retained earnings and reserves d)
Total equity
|Non-current habitities ]
Employee benefits a)
Deferred tax habihties c)
Provisions b)
Other amounts payable e}
|Current habihties

Bank overdrafts

Provisions b}
Amounts payable e)

[Total habilities

[TOTAL EQUITY & LIABILITIES

34,416 2,752 37,168|1 33,176 2,007 35,183|
- 17 17 - 17 17
17,691 (16) 17675 16,451 (18) 16,433
16,725 - 16725 16725 - 16,725
- 2,751 2,751 - 2,008 2,008
24,739 (562) 24,477|| 24,908 (859) 23,949/
12,806 (318) 12491 12872 (128) 12,744
9,705 {247) 9,458 9,296 {831) 8,465
8 - 8 2,740 - 2,740
2,220 - 2,220 - . -
59,155 2190  61,345|| 58,084 1,048 59,132|
22,152 (6,248) 15904|| 20,888  (4,748) 16,140
11,189 - 11,188 11,189 - 11,189
1,690 - 1,690 1,690 - 1,690
9,273 (5.248) 3.025 8,009  (4,748) 3,261
22,152 (6,248) 15904|[ 20,888  (4,748) 16,140]
22,119 9,811 34,930|] 22,814 5,350 28,164
- 6,938 6,938 - 5,892 5,892

1,049 945 1,994 1,386 214 1,600
740 (725) 15 756 (756) -
20,330 2653 22,983 20,672 - 20,672
14,884 {1,373)  13,511)} 14,382 446 14,828)
524 - 524 - - -

- 725 725 - 756 756
14,360 {2,098) 12,262 14,382 (310 14,072
| 37,003 8,436 45441|] 37,196 5,796 42,992
| 59,155 2,190  61,345]| 58,084 1,048 59,132|

a) The company has applied the transition rules of IAS19 in restating its opening batance sheet at 1 January 2005

b) The provisions have been restated to current habiliies from non-current habilities on transition to IFRS

c) Both deferred tax assets and deferred tax habiliies increased as a result of

- deferred tax assets and habilites being presented net under UK GAAP while being presented separately under IFRS, and
- the tax impact on the IFRS adjustments descnbed in note a) above
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d) The adjustment to Equity attributable to the equity holders of Glynwed Pipe Systems Lirmted can be summarnised as follows

(£ '000s) 1 January 31 December
2005 2005

Equity atinbutable to the equity holders of Glynwed

Pipe Systems Limited under UK GAAP 22,152 20,688
Pension defined benefit obligation {6,938) {5,892)
Deferred tax relating to the above 2,081 1,768
Impairment to the carrying value of inventones (221) -
Other, net of tax {1,170) (624)

Equity attnbutable to the equity holders of Glynwed
Pipe Systems Limited under IFRSs 15,904 16,140

This mainly relates to the net benefit defined pension obligation ansing on the company's defined benefit pension scheme
which has been recognised under IAS19

e) The decrease In ‘Amounts payable’ as at 1 January 2005 s due to a reclassification from 'Cther amonuts payable’ The
£2,047,000 reduction 1n the loan recevable relates to addittonal pension contnbutions reflected as an intercompany loan
transachon

f) Certain IT systems costs have been reclassified from tangible fixed assets to intangible fixed assets

g) Inventones and amounts receivable have been remeasured using the revised accounting policies Inventones provisions
have been restated Doubtful debt provisions included within amounts receivable have also been reviewed and restated

Reconcihation of profit for 2005

The loss after taxation for the year amounts to £1,260,000 under UK GAAP compared to a profit of £236,000 under IFRS

(£ '000s) 2005
Loss for the year under UK GAAP {1,260)
Adjustment to inventones valuation included within cost of sales 381
Adjustment to trade receivables included within turnover 10
IAS19 pension charge compared to FRS17 pension contriibutions included across
vanous captions in the iIncome statement 1,045
Taxation 58
Adjustment to other payables included within cost of sales 2
|Profit for the year under IFRSs 236 |

30 Ultmate parent company and parent undertaking of larger group of which the company 1s a member

The company's ulimate parent undertaking 1s Aliaxis SA, a company incorporated in Belgum The company's immediate
parent undertaking 1s Aliaxis Holdings UK Limited, a company incorporated in England

The largest and smallest group in which the results of the company are consohdated 1s headed by Alaxis SA, a company

incorporated In Belgum The accounts of Akaxis SA are available to the public and may be obtained from Avenue de
Tervueren 270, B-1150 Brussels, Belgum
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