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Leengate Industrial & Welding Supplies Limited

Derectors’ report
for the penod ended 31 December 2006

The directors present their report and the financial statements for the period ended 31 December 2006

Principal activity and review of the business
The principal activity of the company in the year under review was that of suppliers and repairers of welding
equipment in comunction with the supply of associated welding products

The directors are satisfied with the results for the penod and with the financial posihion of the company at the
vear end The directors do not expect there to be any major changes n this regard in the forthcoming year
The directors are of the opinion that an understanding of the development and performance of the business
s evident from these financial statements and that analysis using key performance indicators 1s not
necessary for this understanding The directors have conciuded that this ts a reasonable view having regard
to the size and complexity of the business

Results and dividends
The results for the peniod are set out on page 5
The directors do not recommend payment of a final dividend

Directors and theur interests
The directors who served dunng the pertod and theirr interests in the company are as stated below

Class of share 31/12/06 01/10/05
R C Godley Ordinary shares - -
M J Giles Ordinary shares 1,000 1,000
P R Dixon Appointed 06/10/06 Ordinary shares - -

Directors’ responsibilities
The direciors are responsiblie for preparing the financial statements in accordance with applicable law and
United Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepare financial statements for each financial period which give a
true and far view of the state of the affairs of the company and of the profit or loss of the company for that
period In preparing these the directors are required to

- select suitable accounting policies and apply them consistently,

- make Judgements and estimates that are reasonable and prudent,

- state whether applicable accounting standards have been fallowed, subject to any matenal departures
disclosed and explained in the financial statements,

- prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue in business

The direciors are responsible for Keeping proper accounting records which disciose with reasonable
accuracy at any tme the financial position of the company and to enable them to ensure that the financial
statements comply with the Compantes Act 1985 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregulanties
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Leengate Industrial & Welding Supplies Limited

Directors' report
for the period ended 31 December 2006

The directors of a company must, m determining how amounts are presented within items in the profit and
loss account and balance sheet, have regard to the substance of the reported transachon or arrangement, in
accordance with generally accepted accounting principles and practice

Statement as to disciosure of iInformation to auditors

In so far as the directors are aware

-there 1s no reievant audit information (information needed by the company's auditors In connection with
preparing their report) of which the company's auditors are unaware, and

-the directors have taken all the steps that they ought to have taken to make themselves aware of any
relevant audit Information and io establish that the company's auditors are aware of that information

Registered Auditors
In accordance with Sechon 385 of the Companies Act 1985, a resolution proposing that Hobsons be
reappointed as auditors of the company will be put to the Annual General Meeting

This report was approved by the Board on VACA RN 1007?{ and signed on its behalf by

R C Godley (
Secretary
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Leengate Industrial & Weiding Supphes Limited

Independent auditors' report to the shareholders of
Leengate industnial & Welding Suppiies Limtted

We have audied the financial statements of Leengate Industnial & Welding Supplies Limited for the penod
ended 31 December 2006 set out on pages 5 to 16 These financial statements have been prepared under
the historical cost convention and in accordance with the accounting policies set out therein

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

Respective responsibiiities of directors and auditors

As described in the statement of directors' responsibilities the company's directors are responsible for the
preparation of the financial statements N accordance with apphcable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Praciice)

Qur responsibility 1s to audit the financial statements in accordance with relevant legal and reguiatory
requirements and International Standards on Auditing (UK and ireland)

We report to you our opirton as to whether the financial statements give a true and farr view and are properly
prepared In accordance with the Companies Act 1985 We also report to you if, in our opinton, the directors'
report Is not consistent with the financial statements, if the company has not kept proper accounting records, If
we have not recewved all the information and explanations we require for our audit, or if infermation specified
by law regarding directors' remuneration and transactions with the company 1s not disciosed

We read the directors’ report and consider the implications for our report if we become aware of any apparent
misstatements within 1t

Basts of audit opimion

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

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

statemnents
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Leengate Industrnial & Welding Suppiies Limited

independent auditors’ report to the shareholders of Leengate Industrnial & Welding Supphes Limited

Opinion
In our opinion the financial statements give a true and farr view, In accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2006 and of its profit

for the period then ended, and

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

- the information given in the Directors’ Report 1s consistent with the financial statements for the period ended
31 December 2006

e

L

Hobsons

Chartered Accountants and
Registered Auditors
Alexandra House

43 Alexandra Street
Nottingham

NG5 1AY

21 September 2007
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Leengate Industnal & Welding Supplies Limited

Profit and loss account
for the penod ended 31 December 2006

Notes
Turnover 2
Cost of sales
Gross profit
Administrative expenses
Operating profit 3

Interest payable and similar charges 4

Profit on ordinary
activities before taxation

Tax on profit on ordinary activiies 7

Profit on ordinary
activities after taxation

Retained profit brought forward

Retained profit carried forward

Continuing operations

Pernod
ended
31/12/06
£
2,321,359

(1,682,886)
638,473

(603,729)

34,744
(16,269)

18,475

{9,119)

8,356

79,836

89,202

Year
ended
30/09/05
£
1,939,874

(1.421,946)

517,928

(468,131)

49,797
(12,594)

37,203

(13,361)

23,842

56,094

79,936

There are no recogrised gains or losses other than the profit or loss for the above two financial penods

The notes on pages 8 to 16 form an integral part of these financial statements

Page 5




Leengate Industrial & Welding Supplies Limited

Balance sheet
as at 31 December 2006

31M12/06 30/09/05
Notes £ £ £ £
Fixed assets
Iintangible assets 8 43,437 55,625
Tangible assets 9 101,381 76,381
144,818 132,006

Current assets
Stocks 10 184,847 236,269
Debtors 11 440,508 524,515
Cash at bank and in hand 578 415

625,931 761,199
Creditors amounts falling
due within one year 12 (551,4286) (683,355)
Net current assets 74,505 67,844
Total assets less current
habilities 219,323 199,850
Creditors amounts falhng due
after more than one year 13 (120,631) (109,914)
Net assets 09,292 89,936
Capital and reserves
Called up share capital 14 10,000 10,000
Profit and loss account 89,292 79,938
Equity shareholders' funds 15 99,292 89,936

The financial statements were approved by the Board of?( 2 - AL Qope? \/and signed on its behalf by

R C Godiey
Director

The notes on pages 8 to 16 form an integral part of these financial statements
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Leengate industrial & Welding Supphes Limited

Cash flow statement
for the penod ended 31 December 2006

Reconcihation of operating profit to net
cash inflow from operating activities
Operating profit

Depreciation

Decrease in stocks

Decrease In debtors

{Decrease) in creditors

Net cash inflow from operating activities

Cash fiow statement

Net cash infiow from operating activities
Returns on investments and servicing of finance
Taxation

Capital expenditure

Financing

Decrease in cash in the penod

Reconciliation of net cash flow to movement in net debt (Note 21)

Decrease in cash in the period

Cash outflow from increase in debts and lease financing

Change in net funds resulting from cash flows
New finance leases and hire purchase contracts

Movement in net debt in the period
Net debt at 1 October 2005

Net debt at 31 December 2006
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20
20
20

20

Period
ended
31/12/06
£

34,744
35,098
51,422
84,007
(153,609)

51,662

51,662
(16,269)
(8,522)
(19,591)

7.280
(9,814)

(2,634)

(2,634)
9,914

7,280
(28,319)

(21,039)
(310,624)

(331,663)

Year
ended
30/09/05
£

49,797
26,323
(11,629)
(8,331)
16,815

72,975

72,975

(12,594)
(5,227)

(54,012)

1,142
(5,082)

(3,940)

{3,940)
5,082

1,142
(15,008)

(13,956)
(296,668)

(310,624)
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Leengate Industrnial & Welding Supphes Limited

Notes to the financial statements
for the penod ended 31 December 2006

Accounting policies

Accounting convention
The financial statements are prepared under the histoncal cost convention and comply with financial
reporting standards of the Accounting Standards Board

The company has consistently applied all relevant accounting standards

Turnover
Turnover represents the total invoice value, excluding value added tax, of sales made during the year

Goodwill
Acguired goodwill 1s written off in equal annual instalments over its estimated useful economic life of 10
years

Tangible fixed assets and depreciation
Depreciation 1s provided at rates calculated to wnte off the cost less residual value of each asset over
its expected useful ife, as follows

Land and buiidings - Straight hne over 10 years

Ptant and machinery - 20% reducing balance

Fixtures, fittings

and equipment - 25% straight iine

Motor vehicles - 20% straight bne new commercial vehicles/25% reducing balance

other motor vehicles

Leasing and hire purchase commitments

Assets obtained under hire purchase contracis and finance leases are capitalised as tangible assets
and depreciated over the shorter of the lease term and ther useful hves Obligations under such
agreements are included 1n creditors net of the finance charge allocated to future penods The finance
element of the rental payment 1s charged to the profit and loss account so as to produce constant
penodic rates of charge on the net obligations outstanding in each pencd

Stock
Stock 1s valued at the lower of cost and net realisable value

Cost comprises purchase price or direct production cost together with attributable production and other
overhead

Net realisable value means estimated selling price less all further costs to completion and all costs to
be incurred in marketing, selling & distribution

Pensions
The pension costs charged in the financial statements represent the contnbution payable by the
company during the perod
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Leengate Industrial & Weiding Supplies Limited

Notes to the financial statements
for the penod ended 31 December 2006

Deferred taxation

Provision 1s made for deferred taxation using the habiity method to take account of iming differences
between the ncidence of income and expenditure for taxaton and accounting purposes except io the

extent that the directors consider that a hiability 1o taxation ts unhikely to matenahse

Turnover

The total turnover of the company for the period has been dernived from its principal activity wholly

undertaken in the UK

Operating profit

Operating profit 1s stated after charging

Deprecration and other amounts written off intangtble assets
Depreciation and other amounts written off tangible assets

Operating lease rentals
- Land and buildings

- Motor vehicles
Auditors' remuneration

and after crediting
Profit on drsposal of tangibie fixed assets

interest payable and similar charges

On amounts payable to group companies
interest payable on loans < 1 yr
Hire purchase interest
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Penod
ended
31/12/06
£

12,188
23,918

40,708
8,559
5,025

1,008

Pernod
ended
31/12/06
£
6,795
7,519
1,955

16,269

Year
ended
30/09/05
£

6,750
17,239

31,801
6,941
3,600

(2,334)

Year
ended
30/09/05
£
6,268
5,196
1,130

12,594
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Leengate Industnal & Welding Suppiies Limited

Notes to the financial statements
for the penod ended 31 December 2006

Employees

Number of employees
The average monthly numbers of employees
{including the directors) dunng the penod were

Management and sales

Employment costs

Wages and salaries
Social security costs
Pension costs

Directors' emoluments

Remuneration and other emcluments
Pension contnibutions

Number of directors to whom retirement benefits
are accruing under a money purchase scheme

Pension costs

Penod Year
ended ended
31/12/06 30/09/05
Number Number
11 1
31/112/06 30/Q9/05
£ £
279,091 209,333
28,884 21,885
7,937 6,515
315,912 237,733
Penod Year
ended ended
31/12/06 30/09/05
£ £
54,087 38,160
1,541 1,232
55,628 39,392
Number Number

The company operates a defined contribution pension scheme The scheme and its assets are held
by independent managers The pension charge represents contributions due from the company and

amounted to £7,937 (2005 - £6,515)
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Leengate Industrial & Weiding Supplies Limited

Notes to the financial statements
for the penod ended 31 December 2006

Tax on profit on ordinary activities

Penod

ended
Analysis of charge I1n period 31112106

£

Current tax
UK corporation tax 9,143
Adjustments in respect of previous periods (2,857)
Amounts payable to fellow subsidiary undertakings in repsect of tax saved by 2,833
group rehef

9,119

The corporation tax payable for the year ended 2005 has been reduced by £2,833 because
reflef receved from fellow subsidiary undertakings for which an amount of £2,833 was paid

Factors affecting tax charge for penod

Year
ended

30/09/05

£

12,847
514

13,361

of group

The tax assessed for the penod 1s higher than the standard rate of corporation tax in the UK (30 per

cent) The differences are explained below

2006
£

Profit on ordinary activities before taxation 18,475
Profit on ordinary activities multipiied by standard rate of corporation

tax in the UK of 30% {30 September 2005 30%) 5,543
Effects of

Expenses not deduchble for tax purposes 682
Depreciation in excess of capital allowances 2,918
Adjustments to tax charge in respect of previous penods (24)
Current tax charge for penod 9,119

Page 11

2005
£
37,203




Leengate Industrial & Welding Supphes Limited

intangible fixed assets

Cost
At 1 October 2005

At 31 December 2006

Provision for
diminution In value
At 1 October 2005
Charge for period

At 31 December 2006

Net book values
At 31 December 2008

At 30 September 2005

Tangible fixed assets

Cost

At 1 October 2005
Addribions
Disposals

At 31 December 2006

Depreciation

At 1 October 2005
On disposals
Charge for the penod

At 31 December 2006

Net book values
At 31 December 2006

At 30 September 2005

Notes to the financial statements
for the penod ended 31 December 2006

Goodwill Total

£ £
97,500 97,500
97,500 97.500
41,875 41,875
12,188 12,188
54,063 54,063
43,437 43,437
55,625 55,625

Fixtures,
Tenants Plant andfittings and Motor

improvements machinery equipment vehicles Total
£ £ £ £ £
18,832 24,104 25,798 82,775 151,509
5,415 855 11,382 58,177 75,939
- (1,845) (3,931) {59,037) (64,813)
24,247 23,214 33,259 81,915 162,635
9,687 15,966 17,591 31,984 75,128
- (1,253) (2,432) {34,107) {37,782)
2,497 2,054 2,987 16,380 23,918
12,084 16,767 18,146 14,257 61,254
12,163 6,447 15,113 67,658 101,381
9,245 8,138 8,207 50,791 76,381

Page 12




10

11

12

L eengate Industnal & Welding Supplies Limited

Notes to the financial statements
for the period ended 31 December 2006

Inciuded above are assets held under finance leases or hire purchase contracts as follows

31/112/06 30/09/05
Net Depreciation Net Depreciation
Asset description book value charge book value charge
£ £ £ £
Motor vehicles 55,404 6,216 25,864 5,096
Stocks 31112106 30/09/05
£ £
Finished goods and goods for resale 184,847 236,269
Debtors 31112106 30/09/05
£ £
Trade debtors 408,226 498,581
Amounts owed by group undertakings 20,014 12,392
Other debtors 12,268 13,542

440,508 524,515

Creditors amounts falhing due 31/12/06 30/09/05

within one year £ E
Bank overdraft 192,666 189,871
Net obligations under finance leases

and hire purchase contracts 19,542 11,254
Trade creditors 215,604 240,125
Amounts owed to group undertaking 84,082 215,801
Corporation tax 9,143 11,379
Other taxes and social securnity costs 14,618 8,756
Other creditors 15,770 16,069

551,426 683,355

Bank overdrafts amounting to £192,666 (2005 £189,871} are secured by a charge over the company
book debts In addition Leengate Welding Group Limited, the parent company, has given a guarantee
kmited to £150,000
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Leengate Industnial & Welding Supples Limited

Notes to the financial statements
for the period ended 31 December 2006

Creditors amounts falling due 31/12/06 30/09/05
after more than one year £ £
Amounts owed to group undertakings 100,000 100,000
Net obiigations under finance leases
and hire purchase contracts 20,031 9,914
120,031 109,914
Share capital 31M12/06 30/09/05
£ £
Authornised equity
20,000 Ordinary shares of 1 each 20,000 20,000
Aliotted, called up and fully paid equity
10,000 Ordinary shares of 1 each 10,000 10,000
Reconcihation of movements in shareholders’ funds 3MNM2/06 30/09/05
£ £
Profit for the penod 9,356 23,842
Opening sharehoiders’ funds 89,036 66,094
Closing shareholders’ funds 99,282 89,936

Financial commitments

At 31 December 2006 the company had annual commitments under operating leases as follows

Land and buildings Other
31/112/06 306/09/05 31/112/06 30/09/05
£ £ £ £
Expiry date
Within one year - - 1,054 -
Between one and five years 31,300 31,300 4,839 ©6,948

31,300 31,300 5,883 6,948

Contingent hiabihties

The company has entered into an agreement with the mmonty ordinary shareholders whereby upon
death, retrement or termmnation of employement of the shareholders the company (or its parent
company) shall repurchase the ordinary shares at a price as determined by the Articles of Association
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Leengate Industrial & Welding Supplies Limited

Notes to the financial statements
for the penod ended 31 December 2006

Related party transactions

Related parties Sales
Intermediate parent undertaking £Nul

(30 September 2005 ZNIl)
Feliow subsidiary undertakings £48,010

{30 September 2005 £26,885)

Purchases

£Nil

(2005 £Nil)
£234,120

(2005 £200,672)

Ali purchases and sale of goods to group companies are at cost

The company had the foliowing balances with related parties

Amounts owed by intermediate parent undertaking
Amounts owed by fellow subsidiary undertakings
Amounts owed to iIntermediate parent undertaking

Amounts owed to fellow subsidiary undertakings

Ulttmate parent undertaking

2006
£6,699
£13,315
£104,798

£79,283

Management &
Administration
charges
£43,750
(2005 £45,000)

£Nil
{2005 £NII)

2005
£6,087
£6,305
£180,739

£135,161

The company 1s a 90% subsidiary of Leengate Welding Group Ltd, a company registered in England &

Wales

The uttimate parent company 1s Linde AG, Leopoldstrasse 252, 80807 Munich, Germany
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Leengate Industrial 8 Weiding Supphes Limited

Notes to the financial statements
for the penod ended 31 December 2006

Gross cash flows

Returns on investments and servicing of finance

Interest paid

Taxation
Corporation tax paid

Capital expenditure

Payments to acawre intangible assets
Payments to acquire tangible assels
Receipts from sales of tangible assets

Capital element of finance leases and hire purchase confracts

Analysis of changes tn net funds

Cash at bank and in hand
Overdrafts

Debt due after one ysar
Finance leases and hire purchase contracts

Net funds

Opening
balance

£

415
(189,871}

(189,456)

(100,000)
(21,168)

(121,168}
(310,624)
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31/12/06 30/09/05
£ £
{16,269) (12,594)
{8,522) (5,227)
- {30,000)
(47,620) (28,990)
28,029 4978
{19,591) (54,012}
(9,914) {5,082)
Cash Other Closing
flows changes balance
£ £ £
161 576
{2,795) (192,666}
(2,634) (192,090}
- - {100,000)
9,914 {28,319) {39,573)
8,914 (28,319) {139,573}
7,280 {28,319) (331,663)




