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Chairman’s Statement

Lord Sheppard KCVO KT
Chairman

2006 has been a challenging year for Unipart but one in which the
Group has responded positvely The Group has demonstrated
well its abilty to adapt to change At the heart of this change
culture 1s a deep commitment, knowledge and practical
expenence of implementing continuous improvement

Through s man trading dmisions the Group operates in the
logistics market erther managing customers supply chains or
selling parts directly The Group has continued the development
of deep trusting long-term partnerships with both s customers
and suppliers

Unipart Logistics has built on 1ts foundations and demonstrated
significant improvements to gperational performance ganing new
customers as It continues to grow its expertse outside rts onginal
Automotive base

Unipart Rail has delivered excellent customer service and
avatlability and 15 investing for future growth and expansion iito
overseas markets

The Groups result has however been adversely impacted by a

downturn in the performance of the Unipart Automotive dvision
The Unipart Automotive dvision
has endured & very difficult year
i a very competitive market.
Midway through the year, the
previous Managing Director left
the Group and a new Managing
Director and Deputy Managing
[hrector have been apporited
who are driving the turnaround
plan for the business

As a resuft, the Group has made
an operating profit (before
goodwill amortisation and
exceptianal tems} of £5 %m for
the year ended 31 December
2006 This compares with a
profit of £27 7m for the year
ended 31 December 2005
Despite the reduction in profit
levels and the significant contnbutions the Group 1s making 1o
reduce its pension deficit, operating cash management has again
been strong with the Group remaining in a net cash pasition
of £7 Bm at 3t December 2006 compared to £11 1m at 31
December 2005

Following the well managed transition 1n 2005 to a defined
contribution pension scheme for 2 significant proportion of our
employees the Group remains determined through additional
cash contributions and other innovative schemes to address

the pension deficit that 1t 15 reporting These have assisted in
significantly reducing the reported FRS 17 deficit at the end of the
current financial year

Despite remaining in a net cash postion the Group requires
external funding to support its working capital requirements as it
continues to grow Further

cash contributicns will

be made to the pension

fung to eliminate the

aeficit and therefore the

Board are not proposing

a dwvidend for the year

The Unipart Way

continues to be at the

heart of the Groups

philosophy and in 2006

this has been further highlighted by the increasing competitve
advantage it can give being recognised by external customers
outside the core logistics area Significant consultancy projects
have been delivered both internally and with a number of major
companies utilising the expertise and pervasive knowledge of
many of The Unipart Way practitioners around the Group These
have been driven by the ability to demonstrate to new and
exisung clients the benefits of The Unipart Way principles actually
In action across the vancus sites and at Head Office rather than
Just in theory

At 2 Group Board level there have been some wnportant
changes during the year Kerth jones reured from the Group
Board after 23 years of loyal service to the Group We wish

Kesth all the best with his retirement Frank Burns now as
Managing Director of Unipart Logistics has been appointed to the
Group Board In addivon Steve Johnson Chief Executve Officer
of Focus DIY, has also been appainted to the Group Board as

a non-execytive director On 2 june 2006 Chnis Etherington
resigned from the Group Board and departed from the Unipart
Automotrve business

The Group and s businesses continue 1o be well supported
by the efforts of tts people We are extremely grateful for their
achievements and hard work during 2006 1n demonstrating the
Unipart spirit and philosophy

UNIPART
=== GROUP
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Chief Executive's Review

] M Neill CBE

Chief Executive & Deputy Chairman

2006 was a year of strong contrasts The Group with the
exception of Unipart Automotive performed very well The
passion for excellence and the desire to lead was evident

in Unipart Logistics Unipart Rail our Joint Ventures and

our rapidly growing Unipart Expert Practices business

In many areas our Group 15 acknowledged as the benchmark for
service and quality by both external consultants and our chents

The performance of Unipart Automotive was very poor and the
new Managing Director and Deputy Managng Director faced
difficult challenges to correct the previously poor operational
decisions and actions coupled with the failure to mantamn the
product range and customer service standards which the Group
would expect. Corrective measures have been implemented
resulting in significant lke-for-like sales growth restoring the
morale of our employees and the confidence of our customers

The Group delivered an operaung profit (before goodwilt
amortusation and exceptionals) for the year ended 31 December
2006 of £59m As a result of the
adverse performance of Unipart
Automotive this is well below
the profit of £27 7m achieved 1n
2005 The Group ended the year
with posriive net cash of £7 8m
compared with £11 Im at the
end of 2005 This good result was
due to the very effectve cash management activities of the
Group and enabled us to fund significant exira contrbutions to
the pension fund and still reman in a positive cash position

The Group has changed dramatically from its early beginnings
which made its future wholly dependent on the survival

of Rover to a Group with a broad portfolio of products
services and clents in the Automotive Technology Retall and
Rail sectors The deliberate decision almost 10 years ago to
build The Unipart Way into a comprehensive operational
architecture as the fundamental building block for Uniparts
fong term competitive edge 1s now working so well that serious
global companies have engaged the Group to inplement
simifar operaticnal architectures in their own business as

part of the Group s new Unipart Way Inside solutions set.

The decision to create a brand identity for The Unipart Way in
1987 has been fundamental in the process of designing, bullding,
codifying and deploying this ever growing body of knowledge,
tools and techniques which compnises The Unipart Way

The Unipart Way has generated substantial interest from
business leaders, academics and the media and we often have
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to highhght that it 1s aifficult explaining The Umipart Way and
therefore the only way to truly appreciate it 15 to come and see

Operating Review

The Unipart Group's aim 1s to be the Ultimate Logistics
Fartner In this Logistics market, the Group s dwisions
are either managing customers supply chains or selling
parts directly through our national branch network

Unipart Logisucs

Unipart Logistics 1s the Group s core logistics business with
operations in many different sectors including Automotive
Technalogy Retail, Consumer; Aerospace

and Defence In addition Unipart

Logistics operates a fast-growing

complernentary consultancy business

providing pragmatic schutions to supply

cham 1ssues and leads the introducten

of The Unipart Way to both internal and external businesses At
the same time, we have made posiive Inrpads into the rapidly
growing internet logistics market

It has been an excrung year of development for Unipart
Logistics with a number of new contract wins and extensions
These have further demonstrated the business drive to
enter nto long term relationships with 1ts customers

It has been a difficukt trading year for the global
Automotrve sector and inevitably this had some
impact en volumes in Unipart Aftermarket Logistics
Through the use of The Unipart Way cost efficiency
and productvity were both sigruficantly mproved and
this meant that we finshed the year n this business
n a good position At the same time we have
achieved industry leading performance in respect of
customer service and quality whilst aiso rolling out
major I T improvement projects In addition to the
ongoing business with Jaguar the business continued
its successful relationship with LT1 and took on new
waork for Land Rover Aston Martin and Ford

The technology market has seen Unipart Technology Logistics
buid further on its strong reputation At the start of the

year Unipart Logistics was awarded & new |O-year Vodafone
contract extension A further major midestone was the opening
of a brand new state-cf-the-art integrated logistics centre for
Yodafone in Nuneaton where alongside the traduonal logistics
actvites we have opened a new handset repair centre This
significant mvestment n our partnership with Vodafone prowides




us with expansion and diversification opportunities At the
same time BSkyB have experienced an excellent year with the
wntroduction of High Defintion TV services and the roliout of
broadband to its customers with the ncreased volumes of
customer stocks being managed flawlessly During 2006, the
business also announced a 5-year extension 1o 1ts Hutchison

3 contract New names to join Unipart Technology Logistics
impressive blue chip portfolio were Playcom Apple Computers
and Fujrtsu We look forward to developing deep long-term
partnerships with these new clents over the coming years

During the year we welcomed the online fashion retaler
ASOS to our client base in the Retal sector We introduced a
new warehouse management system In tme to support them
through a busy Christmas and the
partnership has got off to a very
promising start In other areas our
businesses with Boots, Homebase and
Halfords have continued to perform
well with excellent operational
performance and seasonal peaks delivered without any adverse
impact on aur customers' businesses Following their merger
with Alliance Unichem during the
year Boots have reviewed their
core competencies and have concluded that warehousing
and distnbution should be brought back in-house Therefore
after a successful 4-year relatonship
between Unipart and Bocts the completion
of this contract in 2007 has been announced

In our consuttancy business Unipart Expert Practices 2006

has been an outstanding year We continue to grow our

supply chan consultancy with major blue chip organisations

waorldwide and our Lean consultancy undertook a major piece
of work to improve efficency and productivity at
HM Revenue & Customs This involved over [00
diagnostic reviews and the deployment of some 150
Lean experts, mostly drawn from the substantsal
cadre of practioners within the Group Other

business wins with major global enterprises have followed and

we look forward to working with these chents during 2007

In summary, 2006 has continued to see Unipart Logistics
growing significantly while still rnproving its competitive edge

in terms of producivity efficency and customer service Its
commitment to builld close customer relationships supported
by high levels of operational excellence continues to prove an
attractive propositicn to sorme of the world s largest companies
Urnipart Logistics’ ability to deliver what 1s required to support
its customers s made possible through a deep and pervasive
deployment of The Unipart Way This philosophy and expertise
15 proving 1o be of significant interest to organisations that are

looking to improve their productivity and efficency while at
the same time engaging and motivating its employees Unipart
Logistics 1s looking forward to working with all its existing

and potential customers to set the benchmark for industry
leading levels of service through our never ending commitment
to continuous improvement in all areas of the business

Uripart Rall
Unipart Rail has performed well this year

In December Rallpart, the leading suppher of replacement
components to the UK Traction and Rolling Stock aftermarket
and NRS the UK s most comprehensive provider of railway
infrastructure products and services were renamed Unipart
Rail thus bullding on the strong Unipart brand name

Unipart Raill provides innovative logistics
and distripution services across a significant
proparton of the UK rail market and 1s
starting to build a growing presence abroad

As well as providing our clients with solutions

to a complex supply chain, Unipart Rail also

offers a comprehensive reconditioning, repatr and manufacturing
operation ranging frem manufacturing of new products using
leading technologies, for example LEDs through to bogie overhaul
which commenced in 2005 and has been further developed
during 2006 Product development has also played an important
part which has seen the successful integration of new products
In the year including Smartsander and TCA

aerials The portfoiic of LED products was

further extendad with the acquisition of

Varitext a preducer of road and rail products

which will complement our existing ranges

The services Unipart Rail provide in the rail

supply chain have been further extended and

now include a growing consultancy capabifity

which has been well receved by custorners

and suppliers as well as supporting Unipart Expert Practices

Recent years have seen significant change n the Rall Industry
particularly in the Infrastructure area with Netwark Rail taking
direct responsibility for mantenance of the ral infrastructure
during 2005 Unipart Rail won the contract

to provide a range of procurement services

As a result of providing strong service and

avallabilty Unipart Rail has been able to

Increase rts services provided to Network

Rail Unipart Rall continue to supply a

comprehensive logistics service to the

Infrastructure Project market and were pleased 1o receve
an award from one of s project customers Carnillion

Within the Tracuon and Rolling Stock markets a number
of contracts with Train Operating Companies have been
renewed with business retention continuing to be high

Overseas market activity continues to increase wiih further
investment taking place in the year to grow this capability

UNIPART

——— GROUP
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Chief Executive's Review e

Unipart Automouve

The performance of Unipart Automotive was very poor and the
new leadership team have had to work intensively to recover
the effects of numerous operational deaisions which reduced
costs rather than waste and significantly damaged
customer service and employee morale 1t 1s pleasing
to note that the resources applied to bringing the
product ranges and pricing up to date and the
Investments in stock to improve availability are
delvenng real like-for-like sales growth The branch
managers have strongly welcomed the reversal of
decisions which imited their role the removal of
a number of constraints and a return to the more
de-centralised system which worked well in the past Many of
the branches are showing significant Iike-for-like sales growth and
the morale and motwauon levels have significantly improved

The business 1s recovering 1ts passion to be a leader The principles
of product manzgement have now been remtroduced and are
delivering real growth

The intensive focus on the basics of

the business have produced significant
improvements in customer service and
all the key sectors in which the business
operates are showing like-for-like growth

There i still a lot more to do to get
the business back to rts previous levels
of performance and also to deliver
much improved financial performance

The Unipart Automotive division operates predeminantly
within the United Kingdom and provides focused expertise
and knowledge of logistics parts distrbution
and supply chain solutions to the independent
motor trade national fast fit rcadside assistance
bodyshop, garage forecourt retall and
commercial vehicle markets It remains the only
business genuinely capable of providing a national propesition to
all of these markets through our network of nearly 300 branches

The other Unipart Automotive operations are
performing well After the appointment of a new
Managing Director Unipart Leisure & Marine has
delvered a significant improvernent in performance

In additon Unipart Automotive also has operations
the USA, Middle East, Netherlands and Belgium These
have continued to strengthen during 2006 The planning
wark for a signficant warehcuse extension at Van Weze!
in Belgium has commenced as this business continues to
expand beth in terms of range and underlying volumes
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Manufacturing joint ventures

Unipart Eberspacher Exhaust
Systems Limited (UEES)

Our manufactunng Jont venture with
Eberspacher continued to grow its core business
in 2006 with the successful ntroduction of
significant model changes 1o Range Rover Range
Rover Sport and Discovery Il for which the
business 1s the supplier of exhausts catalysts

and manifolds These changes were due to
amendments in Eurcpean ermission laws The
Company alse continued its successful supply

of steel fuel tanks for Aston Martin Jaguar

and Bentley and filler pipes for Ford PAG

In addriion to the above core products WUEES also
acquired an engine component business secunng
the manufacture and supply to Ford, Bentley

and Isuzu This business was transferred to UEES
earty in 2007 and further demcnstrates UEES'
abilities not only in fabrication and assembly but
also in the key skills of project management and
transferring production facilities with uninterrupted
supply to the customer

During the year UEES launched the Teaching
Factory concept and receved a vistt from

HRH Prince Andrew The Duke of York, in his
role as the governments Special Representative
for Internanonal Trade and lnvestment

UEES continue to look for new opportunities and markets and in
2006, were awarded the Aerospace quality accredrtation AS/EN
S100 it was an exceptional achievement for an Automotve
manufacturer who has no current Aerospace contracts to
achieve this award It will enable UEES to continue to grow by
securing addriional business In a new market whilst continuing

to maintain and grow its ongoing Automotive business

Kautex Unipart Limited (KUL)

Qur manufacturing joint venture with Kautex

Textron has also had a successful year There have

been some major Introductions of new products

and processes in particular KUL produced the new

Freelander fuel system which strengthens the Land

Rover range In addition KUL have introduced

new 40 litre petrol and diesel derwative tanks

for BMW Minit which improves therr offering to

their customers All BMW Mini tanks are now

sequenced at the end of our preduction line

into the custormner build pattern which reduces

further waste KUL have also extended their srte |
bulding to assist in housing BMW products The

quality for the plant 1s world-class for all customers .
with cnly 18 faults per milllon recorded

KULs quality and delivery performance has assisted
them in developing relationships with their customers
and has led to them being awarded new business
which will add incremental turnover in the future




Pensions

During 2005 the Group made the difficult cecision to cease
fiture accruals to its two man defined benefit schemes In
addition the Group agreed with the
trustees a schedule of addtional
contributions to assist in eliminating
the pensien deficit. During this year,
significant payments were made nto
the defined benefit schemes in line
with the agreed schedule In addrition
the Board approved a proposal for the
Group to offer a number of deferred
pension scheme members cash incentives if they transferred
out of the defined benefit schemes This has been well taken
up and has helped to further reduce the pension defict

Dividends

Despite remaining in a net cash postion the Group requires
external funding to support its working capital requirements as
it continues 1o grow Further cash contrnbutions will be made
1o the pension fund 1o elminate the defiat and therefore

the Board are not proposing a dwvidend for the year

Principal risks and uncertainties

The management of the business and the executicn of the
Groups strategy are subject to a number of risks Risks are
formally rewiewed by the Board and approprate processes
put In place to monitor and mitigate them A summary of
the key business risks affecting the Group is set out below

(a) Competiion

Across the various areas of its logistics services the Group
operates in a highly competrtive market which applies pressure
o the sales and margins that can be achieved This pressure
has been partcularly felt within Unipart Automotive Through
the therough application of The Unipart Way the Group seeks
to differentiate itself from its competriors by offering superior
levels of quality service and avalability to 1ts customers

(b} Customer contracts

Over a number of years the Group has developed a significant
number of long term partnerships wrth its clients, with both sides
investing in the relationship for mutual benefit As a result, the loss
of any major chents would represent a risk to the Group however
this risk 15 mimigated through continued diversification with new
cherts close chent management at vanous levels and ong term
centractual relationships The Group manages varying degrees

of its chents supply chains including holding significant levels of
inventory at the Group s worldwide warehouses Through tight
controls and continuous improvement processes the Group
murumises the risk of loss of its own or clients inventory

(¢} Pension defict

The Groups risks n relation 10 its defined benefit schemes
have been reduced following the successful transrion to a
defined contnbution scheme for a significant proportion of the
employees. Significant pension contributions have alsc been
made 10 reduce the defined benefit deficits The nsks n

the defined benefit schernes reman the exposure 1o external
factors such as discount rates market retums and morality rates

Qur people and our future

During 2006 we have continued to develop and tran our pecple
i the full surte of the tools and techriques of The Unipart

Wiay With the Unipart Automotive division now recognising

its benefits The Unipar: Way 15 being embraced throughout

the Group and 1t 1s becoming more and more evident that this
represents a long-term competitive advantage across the Group
Mot only has this benefited cur business internally in driving
efficiencies and improving praductivity the development of The
Unipart Way has led to a number of significant consultancy
centracts which have heavily invelved the Groups practitioners

WVe continue to recognise the contribution of cur employees
in delivering outstanding personal custemer service through
our Mark In Action award scheme The Mark In Action
award s only presen‘ceél after a thorough nomination and
review process by a select panel of external judges in

2006 well over {00 awards were granted bringing the

total number of awards presenited since the programme
began in 1987 to 2300 at 3| December 2006

There 15 a strong correlation between good fimancial performance
and high scores in annual Unipart Way audrts around the Group
This i turn 1§ closely [inked with the personal leadership of The
Unipart Way by our managers and directors and we regard

this as so important that the first principle of The Unipart Way
clearly states that ‘we wiil expect all our leaders to Ive The
Unipart Way philosophy and coach our employees in the tools
and techniques The appointment to the Unipart Board of Frank
Bums who 1s recognised as a leader and who lives by the first
principle was both well receved in the organisation and also
sent a clear message to our future leaders of what we expect

2007 will be a year of nvestment for the Unipart
Automotive division demonstrating the improvemnents that
we have made to our customers and stakehalders The
other man dvisions of Unipart Logistics and Unipart Rail
will continue their growth and drive to achieve excellent
customer service and build long term partnerships

This year has once again made encrmous demands on our people
at every level in the Group | want to take this opportunity to
thank all of our people for their hard work and dedication

UNIPART
=== GROUP
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Financial Review

A | Mourgue
Group Finance Director

Financial highlights

m Profit before interest and taxation of £152m {2005 - £535m)

& Cash outflow before financaing £2 9m (2005 - £51 1 inflow)
® Net cash at the end of the year of £7 8m (2005 - £11 Im)

® Net pansion deficit reduced by £409m to £44 %m (2005 - £858m)

® Turnover, including our share of joint ventures decreased by ! 6% to £1 138 8m (2005 - £1 157 7m)
u Operating profit before goodwill amortisaton and excepuonal ttems of £59m (2005 - £27 7m)

u Profit for the financial year of £9 2m compared to £42 8m in the previous year
® Total shareholders funds at the year end of £783m (2005 - £46 2m)

Turnover

Tumover including our share of joint ventures has decreased

rarginally by | 6% to £1 138 8m (2005 - £1 157 7m) This has
been achieved in the tough environment in which the Group

operates partcularly within the Automotive sector

Profit for the year

The Group reports a profit before interest and taxation of £15 Zm
(2005 - £53 5m) Within this Group operating profit before
goodwill amertisation and exceptional tems was £5 9m (2005

- £277m) goodwill amortisation was £2 6m (2005 - £20m) total
exceptional items were £105m (2005 - £26 8m) and the share of
operating profit In joint ventures was £1 4m (2005 - £1 Gm})

The decrease i operaung profit before goodwill amortisation
and exceptional tems essenually reflects the adverse performance
of the Unipart Automotive business in the year offset by strong
performances in Unipart Logistics and Unipart Rail

Excepuonal items

There were total exceptional tems of £105m in the year
consisting of £9 2m reported within operatng profitand £1 3m
reported after operating profit

As described earlier the Board approved 2 proposal to offer
certain deferred pension scherme members cash incentives

10 transfer out of the defined benefit scheme As a resutt 2
settlement credit of £120m has arisen during the year The net
exceptional profit of £9 2m reported in arrmng at the Group
operating profit 1s stated after charging the cash incentive
payments made and the costs incurred by the Group in relation
o these activities

Exceptional tems credied after operating profit of £1 3m
represent addional profits earned during the year in respect of
businesses sold in prior periods

Share of jont ventures operating profit

The Groups share of operating profit in joint ventures of £1 4m
has increased during the year as a resubt of a year of stabilty of
current products and the henefit of increasing product ranges as
discussed in the Chief Executive s review
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Interest and other financial income and charges

Net interest payable for the year was £2 3m compared to £4 2m
in the previous year This reflects a peniod of lower borrowings
during 2006 along with favourable interest rates

Net other finance income of £6 6m arose 11 the year compared
to £09min 2005 This reflects the net finanaing income of
£69m (2005 - £1 2m) that arises from the expected return

of the pension schemes assets over the interest on habiities

as prescribed by FRS |7 This has been partiafly offset by the
unwinding of discounting on provistons of £0 3m (2005 - £03m)

Taxation

The overall tax charge for the year s £100m Cf ths, £77m
15 the ceferred tax charge on the pension related profit and
loss tems which includes the settlement credit discussed in
exceptional tems The balance of the tax charge 15 principally
overseas tax

Shareholders’ funds

Total shareholders funds at the year end of £78 3m have
improved by £32 {m since the last annual report

Cash generanon and borrowings

The Group reports a cash outflow before financing of £29m (2005
- £51 lmnflow) and as a consequence reports net cash at the end
of the year of £7 8m compared to £11 |m at the end of 2005

Pensions

The Group has seen its net pension deficit reduced by £409m
to £44 9m (2005 - £85 Bm) The reduction in the net pension
deficit 1s as a result of strong investment performance coupled
with shghtly higher bond yields impacting the discount rate
applied to lizbities and addrtional cash contributions of £8 9m
to the defined benefit scherne as part of long-term funding
agreements with the trustees Liabilities have also reduced

as a result of those deferred pension scheme members who
transferred out of the schemes

The latest actuaral valuation as at 31 January 2007 15 currently
in the course of completion As part of this process the future




additional cash contributions will be agreed with the trustees
taking into account the progress which has already been made in
reducing the deficit

Treasury polaes

The Group’s financial nsks are managed centrally by the Groups
treasury department with pclicies that are approved by the Board

(2} Interest rate nisk

Interest rate nsk in respect of debt is reviewed on a regular basis
In order to protect against the volatility of interest charges interest
rate swaps and interest Caps and Collars' are used for appropriate
proportions of the debt

(b) Foreign currency risk

The Group s foregn currency transaction nisks mainly arise because
receipts In currencies other than Sterhing are greater than rts payables
in those currencies principally for the US Dollar Hedging of net
currency exposures is implemented in order to ‘protect forecast
gross profits and cover snort term currency exposure The hedges
are enacted through forward and spot currency contracts and
optons entered into by Group Treasury on the basis of trading
projecuions and information provided by the business unis

(¢} Liquidity nisk
The objective Is to ensure a mix of funding methods offering
flexubility and cost effectiveness to match the needs of the Group

(d) Counterparty risk

The investment management of liquid funds aims to maximise the
return on net funds subject to the security of the principal and the
iquidity of the Group The Group has :dentified counterparts of
surtable credt worthiness

The Group enters into foreign exchange and interest rate contracts
as part of s normal course of trading The resufting dervatives
are not included at fair value n the Group balance sheet at 31
December 2006 The extent and farr value of these dervatives 1s of
such a level that it doss net materially affect the reported results
and as a resuft has not been disclosed

Key performance indicators

The Board uses a number of financial and non-financial ey
performance ndicators to monitor the progress of the Group

The performance during the year, together with historical trend data
15 set out below

{a) Availability

The avallabilty of product for delivery to customers s a key
performance ndicator across the various business operations In
aggregate this statistic 1s not meaningful due to differing service
level chent requirements Individually this 15 commercially sensitive
information which would be prejudicial to disclose

{(b) Daily sales - £4,520,000 (2005 - £4,590,000)

Daly sates have faflen shghtly during the year reflecting the difficult
trading performance of Unipart Automotive partially offset by a
strong year of Unipart Logistics and Unipart Rail sales

{c} Return on sales — 0 5% (2005 - 2 5%)

Return on sales has been adversely impacted by the poor
performance of Unipart Automotve in the year which has
resulted n a2 reduced Group operating profit before goodwill
amortisation and exceptionals

{(d) Debtor days — 38 days (2005 — 41 days)

The reduction in debtor days reflects the continued success of the
The UnipartWay in /mproving the processes in debt collection

Summary Group profit and loss account

2006 2005
Year ended 31 December £m £m
Turnover 11388 11577
Less share of joint ventures tumnaver (55 B} (52 1)
Group turnover 10830 1,105 6
Operating profit before goodwill
amortisation and exceptiona! tems 59 277
Goodwill zmortisation (26) 29
Total exceptional tems 105 268
Share of operating profit in
Joint ventures 14 10
Profit before interest and taxation 152 535
Interest (including FRS 17) 43 33
Taxabion {100} (72)
Minortty interests {03) 02)
Profit for the financial year 92 428
Summary Group balance sheet
2006 2005
As at 31 December £m £m
Fixed assets 672 686
Other net current assets 1033 107
Net cash 78 11
Corporation tax deferred tax
other taxes and social securrty costs (42} (26)
Crther creditors and prowisions
for liabilties and charges (509 (558)
Net pension deficit (44 9) (85 8)
Total net assets 783 462
Summary Group cash flow statement
2006 2005
Year ended 31 Decernber £m fm
Operating profit before interest, tax
depreciation and amartisation 221 602
Working capital 32 26
Dmdends received from joint ventures 05 -
Interest/tax paid (33) (36)
Exceptional costsfother (193} (129)
Fixed asset receipts 17 19
Capital expendrture (7 5} {(52)
Free cashflow (26) 300
Acguistions and disposals {03) 1
Net cashflow befare use of
liquid resources and financing 29) 501

{e) Creditor days — 48 days (2005 — 46 days)

The shight increase in credrtor days reflects tne investment being
made in inventory

(f) Inventory wrn — 5 6 umes (2005 — 5 8 tmes)

The reduction in Inventory turn 1s pnmarily driven by the stock
investment during the year to improve the product range and
avallability in Unipart Automotive
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Board of Directors

Lord Sheppard KCVO KT
Non-executve Charrman

Lord Sheppard was appomited
non-gxecutive Charman of Unipart
in 1996 following 2| years as a
director of Grand Metropolitan
whuch included positions as Group
Chief Executive (1986-93) and
Charman {1987-96) Knighted in
1990 and in 1996, Allen Sheppard
had previcusly spent |8 years in
the motor industry in finance sales
marketing and line management with Ford Rootes and
British Leyland

He 15 also Chairman of Namibian Resources plc One-Click

HR plc and McBnde ple as well as Chancellor of Middlesex
University which in 2000 made lim an honorary fellow Lord
Sheppard has been a key figure in the running of the Prince s
Trust and Business in the Community and 1s President of London
First, which strives to improve and promote Lendon

A ] Mourgue
Group Finance Director

J M Nealt CBE
Chief Executive & Deputy Chatrman i

John Neill was appointed Chief
Execuuve of the Group in 1987
having led the management
buyout from Brtish Leyland
John joined Unipart in 1974
becomung Managing Director in
1977 Together with the Board
members and members of the
Group Executve Committee he
5 responsible for the day-to-day
management and overall performance of the Group

He holds a number of key positions within the motor industry
including Vice President of the Society of Motor Manufacturers
and Traders (SMMT), as well as being a Board member of the
SMMT Industry Forum His other offices include being a non-
executive director of Charter plc and of Royal Mail Holdings

plc He s also a former member of the Court of the Bank of
England and has been awarded honorary Dectorates in Business
Administration from several universities including Oxford
Brockes De Montfort and Middlesex

8

Tony Mourgue was appointed
Group Finance Director in 1986
having jomed Umipart n 1983
Pror to that, Tony worked

with Black & Decker in the UK
with responsibilities in Europe
the Middle East and Afrca
having qualfied as a Chartered
Accountant wath Emst & Young
in Lendon and Pans

As well as managing the intemnal financial contrel of the
Group he has been responsible for executing the numerous
acquistions and disposals the Group has undertaken and
has been closely involved with relationships with nvestors
including the ongwnal buyout a share buy back and share
transactions between institutional shareholders. He s also
responsible for banking relationships and having led the
process to reduce group debt has put into place long-term
banking faciities for the Group

Unipart Group of Companies Limited
(formerly UGC Limited) Annual Report 2006




) D Clayton
Managing Director - Unipart Rail

John Clayton 15 responsible

for the Groups Rad business

which was rebranded in 2006

as Unipart Rail Since joining

Unipart in 1983, he has held

senior financial and operational

rales in the Group as well as

in each of the main businesses

When Unipart took an equity

stake in Rallpart on that companys

privatisation in March 1997 he was apponted Managing
Director since when he has also taken responsibility for
the other Rad acquisiens of NRS, Dorman and Vartext
which now collectively constitute Uripart Rail

In his earlier career, he qualified as a Chartered Accountant with
Ernst & Young before joining Black & Decker from where he
moved to Unipart

S R Johnson
Non-executive director

Having graduated from Cambridge
University in the 1980s with an
engineening degree Steve Johnson
has worked 1n a variety of roles
and organisations including periods
working n consultancy retall

and logistics

In bus early career he held

consultancy jobs with Bain

& Company and with Kalchas Later he joned the senior
management team at Asda and after a period as Markeung
Director and then Corporate Development Director took over
responsibility for one of Asdas main business units

Following the acquisition of Asda by Wal-Mart, he joined GUS
where he developed the sales and marketing function for 1ts new
outsourcing arm In 2002, he became Chief Executive Officer of
Focus DIY one of three national players in the UK DIY market

R C Tomkinson
Non-executive director

Robert Tomkinson joined Unipart

in 1998 At the time of his

appointment he had just retired
as Group Finance Director of
Europe s leading electronics and

electncal distnbution group
Electrocomponents plc

Previously he held a similar
position with Automotive

Products and his early career was

FW Burns
Managing Director - Unipart Logistics

Frank Burns was appointed
Managing Director of Unipart
Logisucs during 2006 with
respensibility for all aspects of the
business ncluding the development
of Unipart as a major player in

the UK consuftancy market and
leading the business to become the
Ulumate Logistics Partner He was
appointed to the Unipart Group
Board during 2006

He started his career at Unipart in 1988 in the manufacturing
businesses where he held a number of posiions including
Managing Director of Unipart Manufacturing Group In 1999
he moved 1o Unipart Logistics where he was responsible for
operations and also the implementation of The Unipart Way
across the Group

He previously held semor positions at both GKN and
Tenneco Automotive

A MVinton
Non-executive director & Deputy Chairman

Fred Vinton was appointed a

director in 1998 and non-executive

Deputy Chairman in 2004 He s

the Chairman of the ntermational

fund management company EP

Private Equity and Charman of

tambert Howarth Group plc He

15 atso a director of a prvate family

fund management company as

well as several fund management

companies investing in Latin Amenca and Europe He previously
served as Chiel Operatng Officer at N M Rothschild & Sons
and as Chief Executive responsitle for the financial assets of the
Bemberg Family Group

Born in Argentina he graduated from Harvard in Economues and
spent 25 years with | P Morgan in the US South Amenca and
latterly, London where he was Semor Vice President responsible
for banking operanons and UK business from [980-86

spent in energy and merchant banking He s a non-executve
director of Barloworld Ltd of South Africa in the UK he has
been a Chairman or a non-executve director of 2 nurmber of
companies and of the University of Buckingham
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Directors’ Report

The directors present their report together with the audited financial statements for the year enced 31 December 2006
Principal activities and business review

Unipart develops, implements and operates supply chan solutions n the Logistics market in partnership with its customers in 2 wide range
of Automotive Technology Rail Retal and Consumer industres. Uniparts experuse and soluions cover the entire supply chan ranging from
warehousing and distnbution to consudtancy and training as well as [T and management systems and reverse logistics support These actwvities and
an indication of kkely future developments are descrbed in the Chairman s statement on page |, the Chief Execuive s review on pages 2 to 5 and
the Financial review on pages & to 7 which collectvely form the Business review Principal subsidianes and joint ventures are ksted in note 26

Change of Company name
The Company changed its name from UGC Limited to Unipart Group of Companes Limited on 15 June 2006
Profit and dividends

The Group profit for the financial year after taxation was £9 5m (2005 - £43 Om) The Company has not pawd nar is it propesing 1o pay any
dvidends in respect of the financial year ended 31 December 2006 (2005 - £nil)

Directors and directors’ interests

The current directors served throughout the year except for Mr C Ethenington who resigned on 2 June 2006 Mr SR Johnson who was
appointed on 26 July 2006 Mr PW Burns who was appointed on 22 November 2006 and Mr K Jones who retired on |4 Decemnber 2006
The bicgraphicat detarls of the current directors are hsted on pages 8 1o 9 The beneficial interests of the drectors and their families in the
share capnal of the Company at the year end are shown below

‘A’ Crdinary Shares ‘D’ Ordinary Shares E’ Ordinary Shares

of ¥ip each of ¥ip each of ¥ip each

31 December | January 3| December | January 3| December | January

2006 2006* 2005 2006 2006 2006*

Number Number Number Number Number Number

Beneficial Holdings

Lord Sheppard 100000 100 000 - - - -
™M Neil 1 627222 1627222 5638860 5,638 860 - -
Af Mourgue 34,824 34824 1362500 | 362 500 - -

D Clayton 91500 91500 - - 191083 191083
Fw Burns 77780 77780 - - - -
AMVYinten 200000 2000600 - - - -
RC Tomkinson 20000 20000 - - - -

*At date of appomntment of 22 November 2006 for Mr FW Burns
Non-Beneficial Holdings

M Neil 898020 898 020 - - - -
Ordinary ‘A’ shares under I January Granted Lapsed 3| December
opuon in the company 2006 In year n year 2006
Nurnber Number Number Number
JM Neill 1918367 - - 1918 367
Al Mourgue I 122449 - - 1122449
J© Clayton 200000 143750 (43750) 270000
PwW Burns 330000 - - 330000

* At date of appointment of 22 November 2006 for Mr FW Burns
No options were exercised during the financial year

Those directors who are employees or former employees of the Group are deemed by Section 324 of the Companies Act 1985 1o be
interested i the shares held by the Group Share Trust for the benefit of Group employees The interest of the Group Share Trust 10 the shares
of Unipart Group of Companies Limited was as follows

31 December 2006 | January 2006
Number Number
A Ordinary shares of ¥2p each 15,191 243 15191 3687

None of the directors had any beneficial interest at any ume duning the year in the share caprtal of the Companys subsidiaries or in any of
the loan stock of the Company or its subsidianies There was no contract with the Company or its subsidianes subsisting during or at the end
of the year in which any director of the Company had a matenal interest with the exception of an indemnity which was made available to
the directors against habilities incurred by thern in defending proceedings against them in refavon to the affars of the Company The indemnity
15 subject to the pravisions of the Companies Act and s set out in the Articles of Assacation

Financizl risk management
The Group's operations expose 1t to a variety of financial risks that include the effect of changes n pnce nsk, credit risk, hquicity nsk and
cash flow risk. The Group enters into interest rate and foreign exchange contracts to reduce the level of risk that it faces, These policies are

approved by the Board and are managed centrally by the Group s treasury department. Further details of the financia! nsks are disclosed in
the Financial review on page 7
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Donauons

During the year, the Group supported charities with donations of £12,200 (2005 - £11 300) of wiuch £4 400 (2005 - £3,700) was for health and
well-being purposes £6 200 (2005 - £4 000) in respect of child welfare and youth development and £1 600 (2005 - £3,600) to other charvtable
purposes In support of employees in ther fund-rasing actraties The Group made no political donauons duning the year (2005 - £nd)

Supplier payment policy
Prowvided there are no disputes concerning the supply of goods or services It 1s the Companys and Groups normal practice to pay its

suppliers within an acceptable period of tme The average number of days purchases in trade creditors at 31 December 2006 was 48 days
(2005 - 46 days)

Overseas branches

Detalls are set out in note 26 to the financial statements

Employees

The Group continues to involve employees in the decision-making process and communicates with all employees on various areas
including the econamic and financial factors affecting the Group via regular briefings on-site training employee ferums and through
our n-house DVD programme, ‘Grapevine Employee invelvement in the Group s performance 1s encouraged through employee

bonus and share schemes and this involverent extends to the board of trustees of the main pension scheme on which there are
employee representatives

The Groups am for all existing employees and applicants for employment is to fit the qualifications aptrude and ability of each indmdual
to the approprate job and to prowide equal opportunity regardless of sex rekgion or ethnic origin The Group does alt that 1s practicable
to meet its responsibility towards the employment and training of disabled people Where an employee becomes disabled every effort 1s
made to provide continuity of employment in the same job or a suitable alternative

Group Share Trust

In order to enable employees to buy shares and have an interest in the Group a Greup Share Trust was set up at the tme of the argnal
buyout in January 1987 It has independent trustees and during dealing periods it can offer to buy and sell shares Pericdically it may also
participate in schemes that enable employees to acquire shares and share options it 1s not considered appropriate to ceonsolidate the
Group Share Trust n the Groups financial statements due to the terms of the trust deeds governing the Group Share Trust, which prevent
the Group from having de facto control over the trust.

Golng concern

The directors have a reasonable expectauon that the Group has adequate resources to continue in operational existence for the fareseeable
fUture For this reason they continue to adopt the going concern basis in prepaning the financial statements

Auditors

A resolution to reappoint PricewaterhouseCoopers LLP as auditors 1o the Company and Group will be proposed at the annual
general meeting

Statement of directors responsibiliues

The drrectors are responsible for prepaning the Annual Report and the financial staternents in accordance with applicable law and United
Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepare financial statements for each financial year which give a true and farr view of the state of
affairs of the Company and of the Group and of the profit cr loss and the total recognised gains and losses of the Group for that year In
prepaning these financial statements the directors are required to

+ select sutable accounting policies and then apply them consistently

* make judgments and estimates that are reascnable and prudent

- state whether applicable accounting standards have been followed subject to any materiat departures disclosed and explased in the
financial staternents

+ prepare the financal statements on the going concern basis uniess it s Inappropriate 1o presume that the Group and Company walt
continue in business

The directors are responsible for keeping proper accounting records that disclose wrth reasonable accuracy at any time the financial position
of the Company and the Group and to enable them to ensure that the financial statements comply with the Companies Act 1985 They are
also responsible for safeguarding the assets of the Company and the Group and hence for 1aking reasonable steps for the prevenuon and
detection of fraud and other rregularities They are also responsible for taking such steps as would be expected to avall themselves of any
relevant audrt mformation and to establish that the auditors of the Company and the Group are aware of that informaton

The directors confirm that these financial statements comply with the aforementioned requirerments and that, as far as they are aware there
15 no relevant audit information of which the auditors are unaware

By order of the Boarg
W
M D Rimmer, Company Secretary

Oxford
3 May 2007
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Independent Auditors’ Report

to the members of Unipart Group of Comparues Limsted

We have audited the Group and parent Company financial statements {the financa! statements ) of Unipart Group of Companies Limited
for the year ended 31 December 2006 which comprise the Group profit and loss account. the Group and Company balance sheets the
Group cash filow statement, the Group statement of 10t recognised gains and losses the note of Group historical cost profits and losses
and the refated notes These financial statements have been prepared under the accounting polices set out theren

Respective responsibilities of directors and auditors

The directors responsibilimies for preparing the Annuzl Report and the financial statements in accordance with appiicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of
directors responsibilities

Qur responsidility 1s 1o audn the financial statements 1n accordance with retevant legal and regulatory requirements and Internatonal
Standards on Auditing (UK and Ireland) This report including the opinion, has been prepared for and only for the Company's members as
a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose We do not, n gvng this opinion accept or
assume responsibility far any other purpose or to any other person to whom this report 1s shown or into whose hands it may come save
where expressly agreed by our prior consent in writing

We report to you our opinion as 10 whether the finanaal statements give a true anc fair view and are properly prepared in accordance
wrth the Companies Act 1985 We also report 1o you whether in our opwuon the Oirectors repart Is consistent with the financial
statements The information given in the Directors report includes that specific informauon presented 1 the Chairman s statement, Chief
Executive s review and Financial review that 1s cross referred from the Business review section of the Directors report

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

We read other information contained in the Annual Report, and consider whether 1t1s consistent with the audrted financial statements This
other information comprises only the Directors report the Charmanss statement the Chief Executive s review and the Financial review
We consider the implications for our report if we become aware of any apparent misstatements or material nconsistencies with the
financial statements Our responsibilities do not extend to any other information

Basis of audit opinion

We conducted our audrt in accordance with Intermational Standards on Auditing (UK and Ireland) 1ssued by the Auding Practices Board
An audit ncludes examinauon on a test tasis of evidence relevant 1o the amounts and disclosures in the finangial statemnents b also
includes an assessment of the significant estimates and judgments made by the directers in the preparation of the financial staternents and
of whether the accounting policies are appropnate to the Groups and Company s crcumstances consistently applied and

adequately disclosed

We planned and performed our audit so as to obtain all the nformation and explanaticns which we considered necessary in order to
prowide us with sufficient evidence to give reasonable assurance that the financial statements are free from material missiatement whether
caused by fraud or other irregulanty or error In forming our opirien we also evaluated the overall adequacy of the presentation of
information in the financial statements

Opnion

In our opimien the financial statements give a true and far view i accordance with United Kingdom Generally Accepted Accounting
Pracuce of the state of the Group s and the parent Companys affairs as at 31 December 2006 and of the Group s profit and cash flows
for the year then endec and have been property prepared in accordance with the Comparues Act 1985

In our opinion the information given in the Directors' report 1s consistent with the financial statements

PMWW“C\MP(I\ L

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Birmingham

3 May 2007
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Group Profit and Loss Account

For the year ended 31 December 2006

2006 2005
Notes £m fm
Turnover
Total turnover 1.1388 11577
Less share of joint ventures turnover {55 8) (52 1)
Group turnover | 1,0830 11056
Operaung profit from continuing operations
Group operating profit before goodwill amorusation and exceptional items 59 277
Goodwill and other intangibles amortisation 9 (286) 20
Excepuional tems 3(a} 912 273
Group operatung profit 2 125 530
Share of aperating profit in joint ventures | 4 10
Tortal operatng profit 139 540
Profit/{loss) on diposal of businesses 3() 13 (03)
Profit on ordinary acuvities before interest and taxauon 152 535
Net interest payable 4
- Group {22) “n
- Share of joint ventures {01) ©1N
Total net interest payable 23 (42)
Net other finance income 3 66 Gs
Profit on ordinary acuvities before taxanon 195 502
Taxation on profit on ordingry actviues 3 (100) 72
Profit on ordinary acuvites after taxation 95 430
Equity mnority interests 20 {03) ©2)
Profit for the financial year 20 92 428
Operations in both years were contnuing
Group statement of total recognised gains and losses
For the year ended 31 December 2006
2006 2005
Notes £m £m
Profic for the financial year
Group 83 4212
Share of jont ventures 09 06
20 92 428
Actuarial gain recognised on Group pension schemes 23 323 288
Deferred tax relating to actuarial gain on Group pensien schemes 1320 {99 (86
Current tax relating to actuarial gan on Group pension schemes 20 02 .
Actuarial loss recognised on joint ventures pension schemes - (04)
Deferred tax relatng to actuarial loss on joint ventures pension scheme - 0l
Revaluation of freehold land and buldings n year 10 14 -
Foreign exchange adjustments 20 {1} 05
Total gains and losses recognised relating to the year 321 632
Note of Group historical cost profits and losses
For the year ended 31 December 2006
2006 2005
Notes £m £m
Profit on ordinary actmues before taxauen 195 502
Reahsation of property revaluation gans of previous years 20 04 03
Difference between histonical cost depreviaton charge and the actual 20 0l gl
depreciation charge of the year cakculated on the revalued amount
Historical cost profit on orcinary acimvities before taxauon 200 506
Historical cost profit for the year retaned after taxation and equity minority interests 97 432
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Balance Sheets

As at 31 December 2006

Group Group Company Company
2006 2005 2006 2005
Notes £m £m im fm
Fixed assets
Intangible assets g 92 106 - -
Tangible assets 10 484 489 - -
Investments in subsidianes 1'1{c) - - 665 665
Investments in joint ventures
Share of gross assets 268 240
Share of gross habilies 217 {193)
1t@) (<) H 47 58 58
Loans 1) (<} 43 43 43 43
{Other investments 11{b) 02 0l - -
672 686 766 766
Current assets
Stocks 12 1447 1389 - -
Debtors - amounts falling due within one year 13(a) 156 1 1650 655 2146
Debtors - amounits fallng due after more than one year 13(b) 188 208 - 06
Cash at bank and i hand 209 253 02 02
3405 3500 657 2154
Creditors - amounts falling due within one year 14 (262 6) (3523 (816) (2305
Net current assets/(habiliues) 779 977 (159) (147
Total assets less current habilites 1451 1663 607 619
Creditors - amounts falling due after more than one year 15 (4 0} {140) - -
Prowisions for habihities and charges t7 (179) {203 - -
Total net assets {excluding net pension deficit) 1232 1320 607 619
Net pension deficit 23 (44 9) (858) - -
Total net assets (including net pension deficit) 783 462 607 619
Capital and reserves
Called up share captal 8 04 04 04 04
Share premium account 20 44 44 44 44
Caputal redernption reserve 20 s s IS 15
Revaluation reserve 20 183 174 - -
Proflt and loss reserve 20 432 120 44 4 456
Equity shareholders’ funds 21 778 457 607 619
Equrty munonty interests 20 0s 05 - -
Total shareholders funds 783 462 507 619

Approved by the Board on 3 May 2007 and signed on its behalf by

M Neill

Group Chief Executive

|4

Unipart Group of Companies Limited
(formerly UGC Limited) Annual Report 2006




Group Cash Flow Statement

For the year ended 3| December 2006

2006 2005
Notes £m £m im £m
Net cash inflow from operating acuviues 22(a) 60 570
Dradends received from joint ventures 05 -
Returns on investments and servicing of finance
Interest receved 06 Gé
interest paid (26) 12)
Dwidends paid ta minority shareholders (03) 02
Net cash outflow from returns on investments 23) 38
and servicing of finance
Taxation {1 0) 02
Capital expenditure and financial investment
Purchase of intangible fixed assets (03) ©2)
Purchase of angible fixed assets (72) (5N
Sale of angible fixed assets 17 19
Net cash outflow from capial expenditure and financial mvestment (58} (34)
Acquismons and disposals
Acquisiion of business 05) .
Disposal of business and associates 02 11
Net cash {outflow)inflow for acquisiions and disposals {03) L
Cash {outflow)/inflow before financing (29 511
Financing
Increase/(decrease) in debt due within a year 86 1)
Decrease in debt due after more than one year (109) (430
Net cash outflow from financing (23) (50 1)
{Decrease)/increase in cash 22(0) (52) 10
Recoenciliavon of net cash flow to movement in net cash 2006 2005
Notes im £m
(Decrease)increase in cash 22{b} (52 10
Net cash outflow from decrease in debt financing 22(0) 23 501
Change in net cash resulting from cash flows (29 511
Non-cash movements
Currerxy translaton differences 22(b} 02 on
Amortsation of capralised bark fees 22{b} (0 &} (C6)
Movement in net cash (33) 504
Net cash/(debt) at | January 22{b} 11 (393)
Net cash at 3| December 22{b) 78 1
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Accounting Policies

A summary of the more important accounung policies adopied
by the Company and the Group 1s given in the following
paragraphs The policies are consistent with the previous year
except for the mandatory adeption of FRS 20 Share-based
payment No restatement of comparative figures has been
required as the adoption of this standard has had an immaterial
impact on the Group's resutts

Basis of accountng

The financial statements have been prepared in accordance
with applicable United Kingdom law and accounting standards
The financial statements are prepared on the historical cost
basis of accounting modified to include the valuation of
freehold land and bulldings

Basis of consolidauon

The Group financial statements comprise a consolidauon of
the financial statements of the Company and all of its subsidiary
undertakings and incorporate its share of the results of all joint
ventures via equity accounting principles The results and far
value of the assets and habilities of undertakings acquired are
consolidated from the date the Group gains control Where

in the view of the directors the Group does not have de facto
contral over the related entities these entities are excluded
from the consolidation in the Group s financial statements

No profit and loss account 1s presented for the Company as
permitted by Section 230 (3) of the Companies Act 1985

Turnover

Income 15 recognised on the 1nvoiced value of goods and

services supplied during the year including amounts receved and
recevable on management fee contracis Turnaver 1s reported net
of conditional discounts VAT and other sales taxes

Pension costs

The Group accounts for pension and other post retirement
benefits schemes in accordance with FRS 17 Retrement benefits
For definec contribution schemes coniributions are cnarged to
the Group profit and loss account as payable in respect of the
accounting year

For definea benefit schemes the amounts charged to operaung
profit are the current service costs and gains and losses on
settlements and curtalments They are included within staff costs
and charged or credited to the statutory profit and loss account
headings to which they relate Past service costs are recognised
immediately in the Group profit and loss account if the benefits
have vested If the benefits have not vested inmediately the
costs are recognised over the penod until vesting occurs The
interest cost and the expected return on assets are shown

as a net amount of other finance costs or credits adjacent to
interest. Actuarial gains and losses are recognised immediately

in the Group statement of total recognised gains and losses

Where defined benefit schemes are funded the assets of the
schemne are held separately from those of the Group i separate
trustee administered funds Pension scheme assets are measured
at fair value and liabilities are measured on an actuaral bass using
the projected unit method and discounted at a rate equivalent
to the current rate of retumn on a high quality corporate bond

of equivalent currency and term to the scheme habilties The
actuanal valuations are obtained at least triennially and are
updated at each balance sheet date
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The resutung defined benefi asset or lability net of the related
deferred taxauon 15 presented separately after other net assets
on the face of the balance sheet

Where 1t 15 not possible to split the scheme assets and liabiliues
between indmdual subsidiary companies the relevant subsidiary
companies account for pensicns on a contributions basis

Goodwill

Goodwill being the excess of the far value of purchase
consideration of businesses acquired over the Group's share of
the far value of assets and llabiliies acquired 15 written off to

the Group profit and Joss account on a straght line basis over
periods which represent the useful econormic lves of those assets
up to a maximum of twenty years All goodwill ansing prior to
the adoption of FRS 10 Goadwill and intangble assets remains
written off to reserves and will be charged to the Group profit
and loss account on subsequent disposal or termination of the
business to which it rejates

Intangible assets

Expendrture incurred to acquire lcences to manufacture
certain products are caprtalised and amortised en a straight-line
basis over the shorter of the estimated economic Ife of the
manufacturing activity, the e of the licence or twenty years

Tangible fixed assets

All tangible fixed assets with the exception of freehold land
and bulldings are carned at cost less depreciation and prowvision
for impairmerit The cost of purchased assets 15 the value of
consideration given to acquire the assets and the value of other
directly attnbutable costs which have been incurred in bringing
the assets to the location and condrtion necessary for their
intended use

Freehold land and bulldings are carried at valuation {open market

value for existing use) As the Group's portfalio of freeheld land

and buildings consists of a number of broadly similar properties .
whose charactenistics are such that therr values are likely to

be affected by the same market factors a full valuation will be

performed on a rolling basis to cover all the properties over

a five-year cyde together with an interim valuation on the

remamning fourfifths of the portfolio where it 15 likely that there

has been a material change in value

With the exception of freehold land which is not depreciated,
depreciation on the cost or valuation of tangible fixed assets s
charged evenly to write off the assets to ther residual value over
their estimated useful lves as follows

Freehold and long leasehold bulldings 35 to 50 years
Short leasehold buldings the term of each lease
Plant and equipment | to 10 years

The Group s policy 1s to capitalise as tangible fixed assets
computer sofiware expenditure only in respect of major
systems changes

Impairment of fixed assets and goodwill

Imparment provisions are czlculated by comparing the net
book value of fixed assets or goodwill with the higher of the
net realisable value and the value in use of those assets The
value in use 1s calculated using forecast risk-adjusted discounted
post-ax cash flows over the economic Ife of the related fixed
asset or geodwill




Investments

The Groups nvestment in Jont ventures 15 its interest in their net
assets and goodwill plus loans Other investments are stated at
cost less provision for impairment

Stocks

Stocks are stated at the lower of cost and net realisable value
Cost of finished products and work in progress ncludes where
appropriate direct labour and materals and a proportion

of factory overheads Net realisable vzlue 15 calculated after
taking Inte account provisions for obsolescence, as the actual
selling price, net of trade discounts less costs to completion
and all related marketing, selling and distnbution costs

Warrantes

Prowision 1s made for the best estimate of the costs of making
good under warranty products sold before the balance sheet
date and discounted where matena!

Onerous contracts

When a contract becomes onerous provision 1s made for the
best estimate of the unavoidable losses that are expected to be
incurred under the remainder of the contract term

Property provisions

Provision 1s made for the best estimate of unavordable future
lease payments on a discounted basis where material, when the
lease becomes onerous, net of amounts that can be reasonably
expected to be recovered from subtenants to which the
respective property 15 expected to be sublet.

Provision 1s made for the best estimate of diapidation costs on a
discounted basis at the date the obligation arises The unwinding
of the discount 15 included within interest expense The provision
1s net of amounts recoverable in respect of dilapidation costs for
properties that have been sublet to unrelated third parties

Deferred mxaton

Deferred taxation 15 accounted for to recogrise timing differences
between the recognitien of gains and losses in the financial
statements and ther recognition for taxation purposes A deferred
tax liabilty 1s recognised if transactions or events result In the
Group having an obligation to pay more tax in future periods A
deferred tax asset is cnly recognised where transactions or events
that have occurred before the balance sheet date give the Group
the right to pay less tax in future and 1t 15 considered reasonable
to forecast that there will be future profits aganst which the
deferred tax assets can be recovered Deferred tax balances are
not discounted

Share-based payments

The farr value of share plans where material is recognised as an
expense In the Group profit and loss account over their expected
vesting periods The far value of share plans is determined at the
date of the grant, taking into account any market based vesting
condrions attached to the award Mon-market based vesting
condstions are taken into account in estimating the number

of awards that are likely to vest, these estimates are reviewed
regulary and the expense charge adjusted accordingly

Operaung leases

Operating lease rentals are charged aganst operatung profit
as incurred

Finance costs

Costs incurred in respect of obtaining new debt instruments
are capialised and reported against the respective debt within
labiliwes and amorused to the Group profit and loss account
over the term of the facility

Foreign currency

The profit and loss accounts of overseas activities are translated
nto Sterling at average rates of exchange Balance sheets are
translated at the rate of exchange prevaling at the balance sheet
date Exchange differences arising on the retranslation at closing
rates of the opening balance sheets of overseas actvities together
with the year end adjustment 1o closing rates of profit and loss
accounts translated at average rates are taken to reserves

Exchange differences arsing in the normal course of trading and
on the translation of monetary assets and labilities are taken
through the Group profit and loss account. Differences arising on
the translation of foregn currency borrowings are taken directly
to reserves where there Is a corresponding exchange difference
on the transiation of the related net investment.

Significant estmauon techniques

The preparation of the financial statements requires
management 10 make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure
of contingent assets and habibues at the date of the financial
statements and the reported amounts of Income and
expenditure in the reporting penod Actual results could
differ from those estimates Estimates are principally used
when accounting for pension costs the valuation of freehold
land and bulldings the useful economic lives of fixed and
intangible assets, prawsions and, n certan instances in
revenue recognitien

Financial instruments

The Group uses various derwvative financial instruments to reduce
expasure of foreign exchange nsks Authorised instruments
include forward currency contracts and currency options The
Group also uses interest rate swaps and options to manage its
Interest rate exposure

Ferward currency contracts used to hedge transaction exposures
are not revalued Transactions to hedge translaticn exposures are
revalued and tne net unrealsed difference taken to trading profit
All realised gains and losses are taken 10 operating profit.

Currency option prermiz are recognised at their historical cost
in the Group balance sheet as other receivables At maturmy
the option premia together with any realised foreign exchange
differences on exercise are taken to operating profit

Interest rate option premiz paid are recogrused at their fustorical
cost in the Group balance sheet as other recevables Option
premia are taken to net interest payable spread over the interest
penod covered by the relevant options

Amounts payable or recewvable In respect of interes: rate

swap agreements used {0 manage interest rate expasure are
recogrised as adjustments to penodic interest expense over the
durauon of the contracts
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Notes to the Financial Statements

| Segmental reporting

The Group operates prinapally n one business segment that of distribution and logistics management Cther businesses are not
considered sufficiently material to warrant separate disclosure as different business segments

The Group operates principally in the United Kingdom where all significant operations are controlled and thus where turnover is
considered to oniginate and from which profit arises An analysis of turnover by location of external customer s as follows

2006 2005

£m £m

United Kingdom 8071 8230
Other Eurape 1154 1050
North America 1166 1300
Rest of the world 439 436
Group turnaver 1,0830 11056
Share of joint ventures turnover (UK) 558 521
Total turnover including share of joint ventures 1,138 8 1577

The Group exports and holds assets overseas supporting its sales operations to numerous parts of the world The geographical
analysis of net assets by location is as follows

2006 2005

£m £m

United Kingdom 558 708
Other Europe 227 167
North America 254 234
Rest of the world 115 100
1154 1209
Central net labilimes (371) {(747)
Consolidated net assets 783 4672

Central net habiities represent the net pension deficit together with net cash both of which cannot practicably be divided between
the geographical locations

2 Group operaung profit

2006 2005
£m £m

Group turnover 1,083 0 11056
Cost of sales (804 4) {807 1)
Gross profit 2786 298 5
Distribution costs (1569) (1683)
Administrative expenses {118 4) (1045)
Exceptional items (note 3(a)) 92 273
Total administrative expenses (1092 (772)
Group operating profit 12 5 530
Group operating profit. 15 stated after chargingf/{crediung)

2006 2005

£m £m
Depreaation of owned tangible fixed assets 73 58
{ncluding rmpairment charge of £2 0m {2005 - £0 3m release))
Amortisation of goodwill and other intangibles 26 20
{including impairment charge of £0 5m {2005 - £nil))
(Profit)/loss on the disposal of land and buildings {02) Qi
Profit on the disposal of other tangible fiked assets on {07)
Operating leases - land and buildings (net of sublet income) 225 221
- plart and machinery 15 95

Detalls of the exceptional items recognised 1n arriving at operating profit can be found in note 3(a) to the financial statements
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2 Group operaung profit {conunued)

During the year the Group (including its overseas subsidsaries) obtaned the following services from the Group s auditors at costs
detaded below

2006 2005
£m £m
Audi services
Audrt of parent Company and Group financial statements 0l Q1
Qther services to the Group
Audit of the Company s subsidiary financial statements pursuant to legislaton 04 04
Taxation services 05 05
Other services 02 G2
3 Exceptional items
2006 2005
£m £m
a) Exceptional iems - recognised in arriving atc operaung profit
Pension costs - settlement/curtailment {1) 22 157
Litigation settlement (i) - 172
Re-organisation costs (i) - (56}
92 273
b) Excepoonal items - recogrused after arrving at operaung profit
Profit/(loss) in respect of businesses sokd in prior years {v} 113 (05)

(1) As discussed in the Financial review a credit of £12 0m arose duning the year as a resuft of the deferred members who transferred
out of the two man defined benefit schemes The exceptional profit of £9 2m 15 stated after charging the costs of the incentives to
deferred members incurred by the Group in relation to these activities A deferred tax charge of £3 6m anses on the gross credit
which has been charged to the Group profit and loss account. In the prior year & net exceptional prefit of £157m arose as a result of
the decision to cease future accrual of benefits for active members of the two main defined benefit scnemes A deferred tax charge
of £49m arose on this credrs which was charged to the pnor year Group profit and loss account,

(n) During the prior year the Group agreed the full and final settlement of legal proceedings which were not consigered to be
in the normal course of business The exceptional profit of £17 2m represented the cash receved under the settlement after
deducting associated costs no tax arcse on this exceptional profit

{m) During the prior year the Group incurred costs of £5 ém in respect of the restructuring of operatiens The majority of the costs
were zllowable for taxation purposes

(v) A profit of £1 3m (2005 - loss of £05m) has arisen during the year as a result of deferred consideration and provisicn
reassessment In respect of businesses sold in prior periods The net profit will either be relieved against UK capital gains of the
year or be carried forward for future relief As it 1s the Group's pelicy not to recognise a deferred tax asset in respect of capital
losses there 1s no tax impact recorded in the financial statements and there was no tax ansing on the loss in the prior year

4 Net interest payable

2006 2005
£m £m
Interest payable
Bank loans and overdrafts {24) (43
Share of jont ventures interest {01) on
Amortsation of issue costs on bank faciliues {0 §) (06)
30 (E10)]
Interest recevable 08 08
Net interest payable {23) (42)
5 Net other finance income
2006 2005
£m £m
Nez finance credic on pension schemes (note 23}
Expected return an pension scheme assets 378 339
Interest on pension scheme liabiltues (309) (327)
69 12
Unwinding of discounung of provisions (0 3} {03)
MNet other finance income 66 09
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Notes to the Financial Statements commes

6 Taxauon on

profit on ordinary acuviues

2006 2005

a) Analysis of tax charge {or the year £m £m
Current tax
UK tax

UK Corporation tax on profits for the year (04} Gé

Double tax relief . (08)

Share of joint ventures tax 04 02

Adiustments in respect of prior periods (o8) [{R)]
Foreign tax

Corporation taxes 16 Il
Total current 1ax 08 -
Deferred tax
Criginatien and reversal of timing differences 64 9%
Adjustments in respect of prior periads 28 @GN
Representing

United Kingdom 93 79

Foreign tax [(*R)] 0l

Share of joint ventures - 0l
Total deferred tax 92 72
Taxation on profit on ordinary activities 160 72

b) Factors affecting the current tax charge for the year

The tax assessed for the year s different to the standard rate of carporation tax in the UK of 30% The differences are explained

below

2006 2005

im £m

Profit on ordinary activities before tax 195 502
Profit on ordinary activities multiplied by standard rate in the UK 30% (2005 - 30%) 59 151
Effects of
Expenses not deductible for tax purposes 21 3n
Difference between depreciation and capital allowances 14 (4 8)
Other uming differences (orn 04
Uulisauon of 1ax losses - 0
Pension related items {77 {(533)
Overseas tax suffered in respect of foreign dividends receved in the year . (08)
Adjustments in respect of overseas tax rates - (02)
Adjustments 1o tax charge in respect of previcus periods (0 8) {11)
Tota!l current tax charge for the year 08 -

c) Factors that may affect future tax charges
The Group has generated significant UK capital fosses from disposals in previous years Such losses will only be available 10 offset
UK capital profits arising in future penods such as gains ansing on the future sale of freehold properties and 1t 15 expected to be
some ume before these losses are relieved Accordingly the Group has not recognised a deferred 1ax asset in respect of these
losses As a consequence the Group dees not expect to incur any significant tax charges in respect of capital gains within the
foreseeable future

20
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7 Employees

Group Group Company Company
2006 2005 2006 2005
£m £m £m £m

Employee costs
Wages and salaries 1793 176 8 16 13
Social security costs 169 155 02 0l
Pension costs {note 23) (37) (47) 02 04
192 5 187 6 20 K:]

included within the Group pension costs is an exceptional settlement credit of £12 Om (2005 - £156 2m curtalment credit) as
disclosed in note 3(a)(1}

Group Group
Number Number

Average monthly number of employees
Direct production 640 590
Indirect production and warehousing 2,682 2617
Sales marketing and administration 5,390 5,579
8712 8786

The average menthly number of employees in the Company during the year was five (2005 - six}
8 Duirectors’ emoluments

The aggregate emoluments of the directors during the year totalled £2 371 000 (2005 - £2,335000) which includes payments to
directors of £312 000 (2005 - £nil) in lieu of the Group making contnbutions to the defined contribution pension scheme No directors
(2005 - four) accrued retirement benefits under & defined benefit scheme and six directors (2005 - one) accrued benefits under a
money purchase scheme The Group contributions paid inte money purchase schemes during the year totalled £362 000 (2005 -
£42 622) The highest pa:d director receved emoluments during the year as follows

2006 2005

£ £

Salary bonus and benefits in kind 788,000 757000
Payment in lieu of Group pension contributions (see below) 134,000 -

Emoluments of highest paid director 922 000 757000

At the end of 2005 the highest paid director gave up his rights to further accrual under a defined benefit scheme and the Group
agreed to make broadly equivalent contnbutions under defined contribution arrangements which commenced on | fanuary 2006
However following the change in the legislation and tax regime for pensions on 6 April 2006 1t could have been disadvantageous for
certain directors including the highest paid director f the Group had continued to make contributions to their defined contrnibution
scheme account As a result the Group agreed with the directors to pay them a sum instead of making these contributions These
payments are being made at a level where the Group 15 in a no better or worse position than if the contributions had been made
In the period from | January 2006 to 5 April 2006 the Group made contributicns to the defined contribution scheme in respect
of the highest paid director of £42000 (2005 - £nil}

The Chairman received fees under a contract for services of £51 400 in the year (2005 - £50 000) plus expenses Fees of £89000
(2005 - £72 00Q) were paid in the year n respect of the other three (2005 - two) non-executive directors

During the year no options over shares in Unipart Group of Companies Limited were exercised by the directors
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Notes to the Financial Statements womes

9 Intangible assets

Goodwill Licences Total
£m £m £m

Cost
At | January 2006 1813 08 1821
Additions 12 - |2
At 3| December 2006 1825 08 1833
Amorusation
At | January 2006 1712 03 1715
Charge for the year 25 Ot 26
At 31 December 2006 1737 04 174 |
Nert book amount
At 31 December 2006 88 04 92
At 31 December 2005 101 05 106

Included within the charge for the year 15 an amount of £0 5m (2005 - £nil) relating to an impairment made in respect of certain

operations in the Group

On 22 December 2006 the Group acguired the trade and assets of Varitext Limited a producer of read traffic sign products This
acquisition has had an immaterial impact on the results of the Group

10 Tangible fixed assets

Land & buildings

Long Short Plant and
Freehold leasehold leasehold equipmenit Total
£m £m £m £m £m

Cost ar valuation
At | January 2006 35 42 97 684 1158
Additions 0l - 02 69 72
Surplus on revaluation 10 - - - 10
Disposals n - Q2) (9 (28)
Transfers - @3) 03 - -
Exchange adjustment 0h - - (08) (09
Ar 3| December 2006 338 39 100 726 1203
Accumulated depreciation
At | January 2006 55 15 63 538 669
Charge for year 04 al Ce 62 73
Revaluation (04) - - - (04)
Disposals - - o (3] (14
Transfers - Qn 0l - -
Exchange adjustment - - - (05) (05
At 31 December 2006 55 15 68 581 719
Net book amount
At 31 December 2006 283 24 32 145 48 4
At 3| December 2005 280 27 34 48 489

Included within the balance of accumulated depreciation at | January 2006 1s an amount of £2 3m relating to impairments of prior
pericds The imparrment charges include £0 8m which have been made to reduce the assets of certain operations within the
Group to their calculated value in use and £1 5m relating to freehold properties The depreciation charge for the year 1s stated
after a net impairment charge of £2 Om (2005 - £0 3m release) made in respect of assets used in certain loss making cperations
where a revised value in use has meant an impairment should be charged In additien included within the accumulated depreciation
on disposals 1s an amount of £0 3m relating to previous impairments As a resuft an amount of £4 Om relating to impairments :s
included within the balance of accumulated depreciation at 31 December 2006
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10 Tangible fixed assets (conunued)

If the Group s freehold land and bulldings had not been revalued their net book value would have been

2006 2005

£m £m

Cost 174 177
Accumulated depreciation {74} {71)
Clesing net bock amount 100 106

All of the freehold land and ouildings were valued as at 31 December 2005 One fifth of the freehold land and bulldings were
revalued as at 31 December 2006 as part of a five-year rolling cycle giving a total aggregate value of £28 3m (2005 - £28 0m) All
valuations performed were on the basis of existing use value

Certain of the freeheld properties including those overseas properties, were valued by external valuers Edwards Symmons &
Fartners Harms Lamb Graves Son & Pilcher Thomas Merrifield DTZ Zadelhoff and De Noyette Norbert all being qualified valuers
and members of the Royal Institution of Chartered Surveyors (RICS) or equivalent professional bodies in the case of the overseas
valuers The remaining properties which consist of broadly similar properties were valued by qualified Chartered Surveyors
being members of RICS, who are employees of the Unipart Group Property Department The aggregate value of the valuation
performed by the internal surveyars was £8 3m (2005 - £8 2m) resulting in a revaluation reserve of £2 7m (2005 - £2 7m)

All valuations were carried cut in accordance with the RICS Appraisal and Valuation Standards, the internal valuations were subject
1o review by Edward Symmaons & Partners the review procedures involving the valuztion of 2 sample of the entity s properties by
the external valuers and comparison with the internal valuations to ensure their overall accuracy

No deferred tax is recognised on the revaluation of fixed assets
Il Investments

(a) Investments in joint ventures - Group

Share of
net assets Loans Total
£m £m £m
At | January 2006 47 43 S0
Profit for the financal year 0% - 09
Dividends receved (0 3) - {0 3)
At 31 December 2006 51 43 94

The Groups interests in its pnncipal joint ventures are 50% of the ordinary shares of each of Kautex Unipart Lid and Unipart
Eberspacher Exhaust Systems Lid The loan is from Unipart Group of Companies Ltd to Kautex Unipart Ltd and interest 1s charged at
5% per annum The Group provides certain administrative services 1o 1ts joint ventures the transactions are disclosed in note 25

{b) Other investments - Group

£m
Cost
At | January 2006 04
Addibons 032
At 31 December 2006 06
Provisions
At | January 2006 03
Imparrment in the year 01
At 31 December 2006 04
Net book amount
At 31 December 2006 02
At 31 December 2005 0l

Other investments are listed investments representing equity investments n Real Affinity plc an AIM hsted company which the
Group has recewved as part of the consideration receved for the sale of its interest in an associate The additions in the year of £0 2
milhcn form part of the deferred consideration which was receved by the Group under the sale agreement An amount has been
provided to write down the investment to its market value as quoted on AIM at 31 December 2006
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Notes to the Financial Statements cosues

I Investments (conunued)

{c) Investments in subsidiaries and jomnt ventures - Company

Subsidiaries Jont ventures Total
Shares Shares Loans
£m £m im £m

Cost
At | January and 3| December 2006 677 58 43 778
Provisions
At | January and 3| December 2006 12 - - 12
Net book amount
At | January and 31 December 2006 665 58 43 76 6

During the prior year an impairment of £1 2m was charged to reduce the carrying value of a subsidiary company to its net asset
value Details of the principal undertakings in the Group and the investments of the Company are shown 1n note 26

12 Stocks
2006 2005
£m £m
Raw materials and consumables 53 48
Work in progress 22 17
Finished goeds and goods for resale 1372 1324
144 7 1389
13 Debtors
Group Group Company Company
2006 2005 2006 2005
£m £m fm £m
{a) Amounts falling due within one year
Trade debtors and bills receivable 110 4 1220 - -
Amounts owed by Group undertakings . - 586 206 9
Amounts owed by joint ventures 09 08 - -
Qther debtors 221 180 67 &7
Corporation tax . - 02 10
Prepayments and accrued income 227 242 - -
156 | 1650 655 2146
{b} Amounts falhing due after more than one year
Other debtors 02 0% - -
Deferred taxation {see opposite) 136 151 - 06
Prepayments and accrued income 50 48 - -
188 208 - 06
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I3 Debrors {conunued)

Deferred taxauon Group Group Company Company
2006 2005 2006 2005
£m £m im £m
Accelerated capital allowances 89 120 - -
Trading losses and timing differences 47 3l - 06
Deferred tax asset included within debtors 136 151 - Cé
Related deferred tax asset included within the net pension deficit 192 368 - -
328 519 - g6

The Group and the Company does not recognise an asset in respect of UK capital losses generated from disposals in previous years
as such losses will only be available to offset UK capital profits ansing in future periods and 1t 15 expected to be some ume before
these losses can be refieved In addition, the Greup has not recogrused an asset of £0 7m (2005 - £0 5m) in respect of trading losses
of subsidiaries where 115 unlikely that these losses will be utiised in the foreseeable future

Group Group Company Company

2006 2005 2006 2005

£m £m £m £m

At | January 519 676 06 03

Amounts charged to the Group profit and toss account (note 6) (%2} 7N (0 6) Q3
Amounts charged to the Group statement of total recogrised gains and losses (99) (86) - -

At 31 December 328 519 - 06

Representing

Deferred tax asset included within debtors 136 151 - 06
Related deferrea tax asset included within the net pension defict 192 368 - -

328 59 - 06

The UK Government has announced that the full rate of UK corporation tax will reduce from 30% to 28% from Apnl 2008 As at
31 December 2006 the Group has deferred tax assets (note 13) of £32 8m and corporavon tax habilives of £0 2m {note [4) The
impact of the above announcement would have been to reduce the deferred tax asset by £2 2m The actual adjustment required
will depend on the results of the Group in 2007 and 2008 and the quantum of the deferred tax asset at April 2008

14 Creditors amounts falling due within one year

Group Group Company Company
2006 2005 2006 2005
£m £m £m £m
Bank loans and overdrafts (note 16) 100 g6 - -
Trade crediors 1331 1283 - -
Amounts owing 1o other Group undertakings - - 815 1295
Corporation tax 02 12 - -
Crther taxes and social security costs 176 165 - -
Crther creditors 323 353 - -
Accruals and deferred income 694 704 01 06
262 6 2523 816 2301
|5 Creditors amounts falling due after more than one year
Group Group Company Company
2006 2005 2006 2005
£m fm £m fm
Bank loans {(note 16) kY| 136 - -
Other creditors [+3] 2 - -
Accruals and deferred ncome 01 02 - -
40 140 - -
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16 Borrowings
Group Group

2006 2005
£m £m
Amounts due within one year
Bank loans and overdrafts
Term loan 93 05
Bank overdrafts 07 ]
100 06
Amounts due after more than one year
Bank loans
Term loan repayable during 2007 - 98
Working capitzl facility committed untl 31 December 2008 31 38
31 136

The bank lcans and overdrafts bear interest based on LIBOR and are secured by fixed and floating charges over certan of the
Groups assets The term loans are stated net of unamortised issue costs of £0 2m (2005 - £04m) The working capital facility 1s
stated net of unamortised issue costs of £0 7m (2005 - £1 1m) These costs are allocated to the profit and loss account over the
terms of the respective faciities at a constant rate

The Group has various borrowings faciliies available the principal faciity being a working capital faclity of up to £120 Om which 15
committed untl 31 December 2008 In addit:on a revolving facility of up to £22 Sm s committed until 31 December 2007 with
discussions welt advanced to renew this facility on its expiry

17 Provisions for habilities and charges

Litigation Group

and indemanities Warranties Property Total

£m £m £m £m

At | January 2006 10 D6 187 203
Charged in the year gl - 33 34
Utilised in the year {10} (02) (26) (38)
Released in the year - - (20) (20)
At 31 December 2006 [+]] 04 17 4 179

Litigauon and indemnities

The Group 1s negotiating a series of legal and contractual claims A provision that had been retained for an expected hability was
settled in the year and as a result the majority of this pravision has been utilised

Warranty

The Group supplies product to customers on which 1t offers a warranty for a penied of up to three years The cost of warranties
on sales made prior to the year end has been estimated based on past experience of warranty settlements It 1s anticipated that the
existing provision will be utilised within the next two to three years

Property

The property provision is in respect of contractual obligations primarily in relation to onerous leases on vacant properties and
in relation to dilapidations Included within the £3 3m charged in the year 1s an amount of £0 3m (2005 - £0 3m) relating to the
unwinding of the discount the charge in respect of which s incluged in net other finance ncome (note 5) These prowisions are
expected to be utilsed at the end of the respective leases which vary between | and 25 years
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18 Share capital

The share capital comprises ‘A D and E Ordinary shares of ¥2p each and each share irrespective of class has the same dividend
entitiement and has one vote at a general meeting On a return of capital on iquidation or otherwise the assets of the Company
available for distribution amongst shareholders shall be applied in paying pro-rata to the holders of the ‘A’ Ordinary shares the sum
of ¥4p per share and to the holders of the 'O Ordinary Shares and the E Ordinary shares the sum of Ip per share and thereafter
pro-rata to the nominal value of shares held by them

‘A Ordinary D Ordinary E Ordinary Total Ordinary

shares shares shares shares
Authorised share capital {(number of shares)
At | January and 3| December 2006 million 190 3 70 27 2000
Allotted, called up and fully paid share capital
{number of shares)
At { January and 3| December 2006 million 719 70 27 8l &
Allotted, called up and fully paid share capital
At | January and 31 December 2006 £m 04 - - 04

The shareholders with over 5% of the 1ssued share capital at 31 December 2006 are UGC Share Trustees Limited Electra Private
Equity Partners Scotland LLP UGC Pension Shareholdings Limited (' UGCPSL ) Mr ] M Neill 31 plc and Standard Life No individual
shareholder owns greater than 20% of the 1ssued share capital and as a result the directors do not consider there to be an ultmate
controlling party

The UGCPSL shareholding 1s held on behalf of the Unipart Group Pension Scheme and the Unipart Group Retirement Benefits Scheme
The schemes retain the economic interest in the shares {so they will benefit directly from any increase in their value and will receve
any dwvidends paid by the Company on those shares) however they do not actually hold the shares in therr own names and they are
nat able to exercise any of the voting nghts on them prior to any hiquidity opporiunity (as defined in an agreement between UGCPSL
and the schemes)

UGCPSL 15 subject to contractual controls including as to how and when it exercises the voting rights attached to the shares it
holds under which it must act as required by the Board of Unipart Group of Companies Limited and only with the approval
of the Companys ‘D shareholders and the majority of the Company s institutional investors As these arrangements prevent
the Group from having de facto control over UGCPSL it 15 not considered appropriate to consolidate UGCPSL in the Groups
financial statements

19 Share option schemes

The Group Share Trust has granted options to employees over 2 number of shares which have already been issued and are owned
by the Group Share Trust It s not considered appropriate te conschidate the Group Share Trust in the Groupss financial statements
due to the terms of the Trust deeds governing the Group Share Trust which prevent the Group from having de facto control over
the Trust The number of shares held by the Trust 15 disclosed within the Directors report on page 10

The vesting requirements associated with the share opuons are a combination of critera based on financial and personal performances
The share options ssued since November 2002 have all been issued at an exercise price of 45p and have a vesting period of 3 years
and a total option length of 10 years All options exercised are 1o be settled with ordinary shares of the Company

MNo share-based payment charge has been recognised in relation to the options issued since Novernber 2002 on the basis that any
charge would be immaterial At the date the options were granted the exercise price was greater than the share valuation
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20 Reserves
Profit Share Capital
and loss premum redemption Revaluation Minority
reserve account reserve reserve interests
Group £m £m £m fm £m
At | January 2006 120 44 I's 174 03
Profit for the financial year 92 - - - 03
Revaluations of freehold land and buildings in year - - - | 4 -
Transfer from revaluaticn reserve 03 - - (05) -
to profit and loss reserve
Actuarial gain recognised on pension schemes 323 - - - -
Deferred tax relating to actuarial gain on (%9 - - - -
pension schemes
Current tax relating to actuarial gain on 02 - - - -
pension schermes
Foreign exchange adjustments {n - - - -
Diwvidends paid ta minority shareholders - - - - (0 3)
At 31 December 2006 432 44 s 183 05
Net pension deficit 449
Profit and loss reserve excluding net pension deficit 881

The cumulative amount of goodwill written off directly to reserves prior to the implementation of FRS 10 'Goodwill and intangible

assets’ 15 £17 6m (2005 - £17 6m}) in respect of the acquisition of continuing businesses

Profit Share Capital
and loss premum  redemption
reserve account reserve

Company £m £m £m
At | January 2006 456 44 15
Loss for the year (12) - -

At 31 December 2006 44 4 44 115

The Company has not presented its own profit and loss account as permitted by Section 230 (3) of the Companies Act 1985 The

Company s loss for the year was £1 2m {2005 - £15 | milhon profit)

21 Reconalation of movements in equity shareholders’ funds

Group Group Company Company

2006 2005 2006 2005

£m £m £m £m

Profit/{lcss) for the financial year 92 428 (t2) 151
Other recognised gains and losses relating to the year (net) 229 204 - -
Movements in equity shareholders funds 321 632 (12) 151

At | January 457 {175) 619 46 8

At 31 December 778 457 607 619
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22 Notes to the cash flow statement

2006 2005
(a) Reconcihation of operating profit o net cash flow from operating acuvities £m £m
Operating profit 125 530
Non-cash movement in exceptional rtems {120) (125)
Deprecation of tangible fixed assets 73 58
Amortisation of goodwill and cther intangibles 26 20
Difference between pension service charge and cash contributions (73) (04)
Profit on the disposa! of fixed assets (0 3) (0&)
Maovement in stocks 59 207
Movement in debtors 98 12
Movernent in creditors 17 (70}
Mavement in provisions {2 4) (532)
Net cash inflow from operating activities 60 570

Operating profit includes a net cash cutflow of £2 8m (2005 - £14 8m inflow) relating to exceptional items, which represents the
cash incentive payments associated with the pension settlement credit in the year The cash inflow in the prior year relates to the
net litigation settlement receved along with the costs incurred In respect of the other exceptional items including restructuring
costs and the costs of the cessation of the future accruals in the two main pension schemes

Non-cash

2005 Cashflow movements 2006

(b} Analysis of net debt £m fm £m £m
Cash 253 (46) 02 209
QOverdrafts on (06) - (07)
252 {52) 02 202
Debt due within a year (C5) (886) {02 (93)
Debt due after one year (138) 109 04 (31
(1 23 (C6) (124)

Total 11 (29) 04 78

Non-cash movements relate to amortisation of 1ssue costs and foreign exchange movements
d
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23 Pension commitments

The Group operates several pension schemes in the United Kingdom the largest being the Unipart Group Pension Scheme and the
Unipart Group Retirement Benefits Scheme The assets of these pension schemes are held separately from those of the Group in
trustee agministered funds The schemes are principally funded defined benefit schemes However with effect from 31 December
2005 the defined benefit accrual ceased in the Unipart Group Pension Scheme and the Unipart Group Retirement Benefits
Scheme and members had the option of conunuing to accrue benefits under new defined contribution sections of the schemes
Contributions are assessed In accordance with the advice of an independent qualified actuary using the projected unit method
where applicable and as agreed with the trustees of the schemes Total contributions made in the year to defined contribuucn
sections of the schemes were £3 0m (2005 - £0 2m)

The latest formal actuaral valuation of the Unipart Group Pension and the Unipart Group Retirement Benefits schemes was rmade at
5 April 2004 by Hewitt Bacon & Woodrow Limited Based on an informal valuation at 30 September 2006, the value of the
schemes liabilities have been updated by Hewitt Bacon & Woodrow Limited to assess the liabilities of the schemes at 3] December
2006 for the purposes of FRS |7 Scheme assets are stated at their market value at 31 December 2006

The disclosures for all of the Groups defined benefit arrangements are aggregated below Overseas assets and habilities are
included but are not material to the totals No separate pension disclosures have been made in respect of the Company because
It is not possible to separately identify 115 share of the underlying assets and labilities of the Group s pension schemes

The key finzncial and other assumptions used to calculate the scheme habilities are

2006 2005 2004
Rate of general increase in salaries 400% 366% 3190%
Rate of increase in pensions In payment 277% 260% 270%
Discount rate 517% 492% 540%
Inflation assumption 290% 266% 290%

As part of the 2007 triennial valuation of the main Group schemes a full review of mortality for scheme members will be conducted
Pending that review the demographic assumptions used in assessing the FRS 17 liabilities remain consistent with those used in 2005
A life expectancy of 193 years has been assumed at age 65 for future male pensioners and !5 0 years at age 70 for current male
pensioners (with consistent mortality tables for future and current female pensioners)

In line with prior years, it has been assurned that at retirement members commute some of their pension for cash being three-
quarters of the maximum amount of the commutable pension based on the schemes current commutation faciors

Minor changes in key assumpuions may have a material impact on the quantum of the pension geficit

The assets in the schemes and the expected rates of return were

Long-term rate Long-term rate Long-term rate

of expected 2006  of expected 2005 of expected 2004

return £m return £m return £m

Equities 85% 4482 81% 4320 8 5% 3556
Government bonds 4 5% 14 41% 76 4 5% 42
Corporate bonds 50% 802 46% 855 50% 789
Property 75% 264 71% 220 75% 175
Other 49% 341 46% 38 35% 62
Total market value of assets 5903 5509 4624
Present value of funded pension plans liabiities (654 3) (6734) (630 1)
Deficit in funded plans {64 0) (122 5) (167°7)
Liability for unfunded pension plans on G (032)
Liability for post-retirement healthcare plans - - (13)
Total deficit in plans (64 1) (122 6) (169 2)
Related deferred tax asset 192 358 508
Net pension defiat {44 9) (85 8) (118 4)
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23 Pension commuzments {continued)

The movements in the total deficit in plans during the year were 2006 2005
£m fm
Defiat in scheme at | January {122 6) (169 2)
Current service cost (52) (121
Past service cost (01} -
Settlements and curtalments (note 3{a)(1}) 120 170
Contribunions 126 17
Other finance income 69 12
Actuanal gain 323 288
Deficit in scheme at 31 December (64 1) {122 6)
The performance statemenits nclude the fellowing amounts 2006 2005
£m £m
Amounts credited to operaung profit
Current service cost (52) (21
Past service cost on -
Settlements and curtailments 120 170
67 49
Defined contribution schemes (30) [(¢3)]
Total operating credit 37 47
Analysis of amount credited to net other finance income
Expected return on pension scheme assets 378 339
Interest on pension scheme liabilities (309) (3273
Net return 69 12
Amounts included within the Group statement of total recognised gains and losses
Actual return less expected return on pension scheme assets 184 317
Expenence gains and losses arising on the scheme labilities 37 (75)
Changes in assumptions underlying the present value of the scheme liabihues 102 (I54)
Actuarial gain recognised in the Group statement of total recognised gains and losses 323 288
History of experience gains and losses Year ended Year ended Year ended Period ended Year ended
3| December 3| December 31 December 31 December 30 June
2006 2005 2004 2003 2003
Actual return less expected return on fm 184 517 125 209 {484)
pension scheme assets
Expressed as a percentage of scheme assets 3% 9% 3% 5% {13%)
Experience gains and iosses on scheme labilities £m 37 (75) {I150) 06 130
Expressed os a percentage of scheme habrlities (1%) (1%) (2%) 0% 2%
Actuarial gain/{loss) recogmised in the
Group statement of total recegnised £fm 323 288 (177) 312 (114 3)
gans and losses
Expressed as a percentage of scherne habiies 5% 4% {3%) 6% (21%)
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24 Cammitments

(a) Caprtal commitments Group Group
2006 2005

im £m

Contracted as at the year end but not provided for in the financal statements 09 09

The Company had no capital commitments at 31 December 2006 {2005 - £nil)

{b) Conungent habilues and financial cormmitments Group Group Company Company
2006 2005 2006 20035

£m £m im fm

Guarantees for export trading and loan facilities 43 36 15 15

Under the Group s banking arrangements the Company together with certain of 1ts subsidiary undertakings, has given security
by way or fixed and floating charges over certain assets, 1o guarantee bank loans provided o the Group The amount guaranteed
by the Company outstanding at 31 December 2006 was £3 9m (2005 - £5 Om)

{c) Operating lease commitments Land and Land and
butldings buildings Other Other
2006 2005 2006 2005
£m £m £m fm
Annual amounts payable on agreements expiring
- within one year 16 g 66 71
- after one year but within five years 43 60 32 36
- after five years 19 4 18| - -
253 260 98 107

The Company had no operating lease commitments at 31 December 2006 {2005 - £nil}

25 Related party transactions

The Group has taken the exemption avallable under FRS 8 from disclosing related party transactions between entities within the
Group The Group provides certain administrative services an behalf of its joint ventures which involves making payments on their
behalf During the year the total payments made on behalf of Kautex Unipart Liruted amounted to £4 ém (2005 - £4 6m} and
amounts owed to the Group at 3! December 2006 were £0 Im (2005 - £nil) as reported in note 13(a) In addition an amount
of £4 3m was owed to the Group at 3| December 2006 under a formal Ican agreement bearing interest of 5% per annum as
reported in note 11{a) (2005 - £4 3m) During the year the total payments made on behalf of Unipart Eberspacher Exhaust
Systems Limited amounted ta £] Im {2005 - £! 2m) and amounts owed to the Group at 31 December 2006 were £0 8m (2005
- £0 8m}) as reported in note 13(a}
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26 Principal Group undertakings
Country of sncorporation
and operauon

i

Subsidiary undertakings
At the year end the Groups principal subsidiary undertakings were as set out below with those directly heid by the Company being
indicated by (1) Unless otherwise stated the holdings are 100% of the voting nghts and shares

Distribution and logrsucs management
Europe Middle East and Africa

Serck Services (Bahrain) EC Bahrain
Van Wezel Autoparts NV Belgum
EW (Holdings) Limited England
Uripart Automotrve Limited England
Unipart Rail Limited (formerly Railpart (UK) Limited) England
Unipart Exports Limited England
Unipart Group Limned (1) England
Uripart Logistics Liunited (1) England
Unipart North Amernca Limited England
Unipart Ral Logistics Limited England
Unipart DCM Service GmbH Germany
Intertruck Benelux BY Netherlands
TECE Unipart BV Netherlands
Unipart Services BV Netherlands
Serck Services (Oman) LLC {49%) (1) Oman
Unipart Services Spain SL Spain
Serck Services (Gulf) Limited (49%) (i) UAE
Serck Services Company LLC (49%) (i) UAE
Americas and Asia Pacific

Unipart Services Canada Inc Canada
Unipart Kabushiki Kaisha Japan
Unipart Services America Inc USA
Serck Servces Inc USA
Group vehicle and property holding companies

tUnipart Fleet Services Limited England
UGC Properues Limited (1) England
Intermediate holding companies

Unipart Rad Holdings Lirmited (1) England
Umipart Automotive Holdings Lirmited (1) England
Unipart International Holdings Lirnited (formerly UGC Europe Limited) England
UGC Heldings BY Netherlands

Jont ventures
The Group s principal interests in joint vertures are set out below both of which are held directly by the Company with holdings of 50%
of the voting nghts and shares Both companies principal actvity 1s the manufacture of automotive compaonents

Kautex Unipart Limited England
Unipart Eberspacher Exhaust Systems Limited England

(n) These companies have been treated as subsidizries under section 258(4) of the Companies Act 1985 The investments are held for
the fong term and the Group s management takes an actve role in the operational and strategic management of these companies These
aperauons are effecively controlled by the Group with a dorminat influence being exercised over therr activities

As well as those undertakings Usted above within the European Union the Group alse has branches in Belgium France haly Republic
of lreland and Span
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