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McKECHNIE EP HOLDINGS LIMITED

DIRECTORS' REPORT

The directors present their report and financial statements for the year ended 3 August 2002,
Principal Activities and Review of the Business

The principal activity of the company is to act as an investment holding company.
Likelv Future Developments

The directors expect that the company will continue with the principal activity set out above.
Directors

Directors of the company during the period were as follows:-

Mr P A C Catterall

Mr R M Gibbon

Mr S G Moberley

Mr R J Munton

Mr M A Stacey

Mr D K W Hanratty (resigned 19 October 2001)
Mr A T Walker (resigned 13 September 2001)
Mr P D Shepherd (appointed 27 September 2001)

Dividend

The directors do not recommend the payment of a dividend in respect of this financial vear.
Auditors

Ernst & Young LLP are the auditors of the company. Elective Resolutions pursuant to s379A of the Companies Act

1985 to dispense with the requirements to lay accounts before the company in general meetings, to hold annual general
meetings and to appoint auditors annually were passed on 17 October 2001,

Share Capital

The authorised share capital of the company is £348,000 divided into 348,000 Ordinary shares of £1 each. The total
issued share capital of £348,000 is divided into 348,000 Ordinary shares of £1 each held by Mozart Jersey Holdings No.
1 Limited (240,148 Ordinary shares) and Mozart Jersev Holdings No. 2 Limited (107,852 Ordinary shares).




McKECHNIE EP HOLDINGS LIMITED

DIRECTORS' REPORT continued

Direciors’ Interest

The interests of the directors in the share capital of Mozart Jersey Holdings No.1 Limited and Mozart Jersey Holdings

No.2 Limited shown in Table 1. None of the directors maintain any options to subscribe for shares or debentures in any
group comparny.

Table 1 Ordinary £1 Ordinary £1
Shares Shares
Holding as at Holding as at
4 August 2001 Repaid 3 August 2002
No. No. No.
Mozart Jersey Holdings No. 1 Limited
Mr RM Gibbon 3,100 3,100
Mr SG Moberley 9,500 9,500
Mr MA Stacey 1,484 1,484
Mr RJ Munton 67 67
Mr PAC Catterall 34 34
Mr PD Shepherd 1,000 1,000
Mozart Jersey Holdings No. 2 Limited
Mr RM Gibbon 1,400 1,400
Mr SG Moberley 4,300 4,300
Mr MA Stacey 606 666
Mr RJ Munton 30 30
Mr PAC Catterall 15 15
Mr PD Shepherd 500 500

Ultimate Parent Undertakings

The ultimate parent undertaking is Mozart Jersey Holdings No.1 Limited (MJH No.1). Mozart Jersey Holdings No.2
Limited (MJH No.2) is associated to MJH No.1 and controls a substantial proportion of the company.

On behalf of the Board
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R E McDonald
Secretary
Precision House
Arden Road
Alcester
‘Warwickshire
B49 6HN
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McKECHNIE EP HOLDINGS LIMITED

Statement of Directors’ Responsibilities in respect of the Accounts

Company law requires the directors to prepare financial statements for cach financial year which give a frue and fair

view of the state of affairs of the company and the profit or loss for that year. In preparing those accounts, the directors
are required to:

¢ Select suitable accounting policies and then apply them consistently;
¢ Make judgement and estimate that are reasonable and prudent; and

¢ Prepare the financial statements on the going concern basis unless it is inappropriaie fo presume that the
company will continue in business,

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the company 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 group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
MCKECHNIE EP HOLDINGS LIMITED

We have audited the McKechnie EP Holdings Limited Financial Statements for the year ended 3 August 2002, which
comprise the Profit and Loss Account, Balance Sheet, Statement of Total Recognised Gains and Losses and the related
notes 1 to 13. These Financial Statements have been prepared on the basis of the accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might state to the company’s members those matters we are
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not

accept or assume responsibility to anyone other than the company and the company’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and aunditors
As described in the Statement of Directors' Responsibilities the Company's directors are responsible for the
preparation of the Financial Statements in accordance with applicable United Kingdom law and accounting standards.

Our responsibility is to audit the Financial Statements in accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards.

We report to you our opinion as to whether the Financial Statemenis give a true and fair view and are properly
preparegd in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors' Report is
not consistent with the Financial Statements, if the Company has not kept proper accounting records, if we have not
received all-the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and transactions with McKechnie EP Holdings Limited is not disclosed. We read the Directors'
Report and consider the implications for our report if we become aware of any apparent misstatements within it.

Basis of andit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
Financial Statements. It also ineludes 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, consistently applied and adequately disclosed.

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

Adverse Opinion

The company has not prepared group financial statements, contrary to the provisions of Financial Reporting Standard No.
2 and of the Companies Act 1985.In view of the matter referred to above, in our opinion the accounts do not give a true
and fair view of the state of affairs of the group at 3 August 2002 and of its profit or loss for the year then ended.

In addition, the financial statements do not contain a statement of cash flows as required by financial Reporting Standard 1
(Revised 1996) (FRS 1). While the cash flows of the company are included in the consolidated cash flow statement
prepared by its parent undertaking, that parent undertaking does not control 90% or more of the voting rights of the
company. FRS 1 therefore requires the preparation of a cash flow statement. Net cash flows of the company for the year
ended 3 August 2002 amount to ££62,011,045 and in our opinion information about the company’s cash flow is necessary
for a proper understanding of the company’s state of affairs and loss. Except for the failure to provide information about

the company’s cashflows, in our opinion the financial statements give a true and fair view of the state of affairs of the
company as at 3 August 2002 and of its loss for the year then ended.

Except for the failure to prepare group financial statements and the omission of the company’s cash flow statement, in our
opinion the accounts have been properly prepared in accordance with the Companies Act 1985.

Emst & Young LLP @»—a(‘f D) ~ e

Registered Auditor, Birmingham
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McKECHNIE EP HOLDINGS LIMITED
PROFIT AND LQSS A

FOR THE YEAR ENDED 3 AUGUST 2002

Note 2002 2001
£ £
Administrative expenses (244,839) (270,127
Operating loss {244,839 (270,127
Exceptional item 2 (10,212,171) -
Interest receivable 5,793,678 1,841,166
Interest payable 3 {15,386,084) (5,873,588)
Loss on ordinary activities before tax (20,049,416) (4,302,549
Tax on loss on ordinary activities 4 1,405,527 1,015,368
Loss for the financial year withdrawn from reserves 10 (18,643,889 (3,287,181

The company has no recognised gains or losses other than those included in the Profit and Loss Account shown above.




McKECHNIE EP HOLDINGS LIMITED

BALANCE SHEET AT 3 A 2002
2002 2001
£ £

FIXED ASSETS:
Investments 5 63,037,916 63,037,916
CURRENT ASSETS:
Debtors 6 73,536,707 5,847,581
CREDITORS: amounts falling due within one year 7 (23,129.314) (11,534,078)
Net current assets/(liabilities) 50,407,393 (5,686,497)
Total assets less current liabilities 113,445,309 57,351,419
CREDITORS: amounts falling due after more than
one year 8 (135,023,379 (60,290,600)

(21,583.070) (2,939,181)
CAPITAL AND RESERVES:
Called up share capital 9 348,000 348,000
Profit and loss account 10 (21,931,070) (3,287,181)
Equity Sharcholders’ Funds (21,583,070) (2.939,18D)

The notes on pages 8 to 13 form an integral part of these Financial Statements.

Approved by the Board of Directors on 29 NoVEMRER

b

P D Shepherd
Director

2002




McKECHNIE EP HOLDINGS LIMITED

NOTES TO THE FINANCTAL STATEMENT:

FOR THE YEAR ENDED 3 AUGUST 2002

ACCOUNTING POLICIES

Accounting Convention

The financial statements have been prepared under the historical cost accounting rules, and comply with the
Companies Act 1985 and with applicable accounting standards. The company has not prepared consolidated financial

statements and therefore these accounts only reflect the resulis of the company.

The accounts have been prepared on a going concern basis, as the parent company has agreed to provide financial

assistance for the foreseeable future.

Foreign currencies

Monetary assets and liabilities have been translated at rates ruling at the balance sheet date.

Investments _in Subsidiaries

Investments in subsidiaries are stated at cost less provision for any permanent diminution in value.

Deferred Taxation

In accordance with FRS 19, deferred taxation is provided at the rate ruling on the balance sheet date on timing
differences that arise from the recognition of income and expenditure in differing periods for taxation and
accounting purposes. Under this policy no provision has been made for the potential further liability to taxation
that would arise in the event of the realisation of investment properties included at valuation in the accounts at the

values attributed to them.

EXCEPTIONAL ITEMS

The exceptional loss of £10,212,171 arises from the waiver of debts on the disposal of McKechnie Paxton Holdings

Limited by Mozart Jersey Holdings No. 1 Limited.

INTEREST PAYABLE AND SIMILAR CHARGES

2002

£

Bank loans and overdrafis 6,150,837
Other loans 9,235,247
15,386,084

L]
E
=

2.280.724

3,592,864

5,873,588




McKECHNIE EP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENT.

FOR THE YEAR ENDED 3 AUGUST 2002

TAXATION ON LOSS ON ORDINARY ACTIVITIES

(a) Analysis of Charge in Year

2002
£

Based on the loss for the year
Corporation tax at 30% (2001: 30%) (1,323,188)
Adjustment in respect of prior period (82,339)
(1,405,527)

(b) Factors Affecting Tax Charge For Year

2001

£

(1,015,368)

(1,015,368)

The tax provision for the period is lower than the standard rate of corporation tax in the UK (30%). The differences

are explained below:-
2002
£
Loss on ordinary activities before tax (20,049.416)
Loss on ordinary activities at standard rate of
corporation tax in the UK of 30% (2001: 30%) {6,014,825)
Disallowed expenses 4,581
Exceptional item 3,069,098
Excess losses carried forward 1,617,958
Adjustment in respect of previous period (82,339)
Current tax charge for year (1,405,527)

(c) Factors That May Affect Future Tax Charges

2001
£

(4,302,549)

(1,290,765)
88,258

187,139

(1,015,368)

The amount of deferred tax asset not recognised at 3 August 2002 in respect of excess tax losses is £1,788,812 (2001:

£187,139)




McKECHNIE EP HOLDINGS LIMITED

TES TQ THE FINANCIAL STATEMENT:

FOR THE YEAR ENDED 3 AUGUST 2002

FIXED ASSET INVESTMENTS

At beginning of year
Addition
Disposal

At end of year

2002

e

63,037,916

63,037,916

2001
£

125,437,916
(62,400,000)

63,037,916

Investments represent 100% of the share capital of McKechnie Engineered Plastics Limited

DEBTORS

Amounts owed by fellow subsidiary undertakings
Prepayments and accrued income
Taxation

CREDITORS: amounts falling due within one year

Current instalments due on loans
Interest on bapk loans )
Amount owed to fellow subsidiary undertakings

10

2002
£

72,057,310
156,209
1,323,188

73,536,707

366,393
227,355
22,535,566

23,129,314

4,045,932
786,281
1,015,368

5,347 581

298 285
103,909
11,131,884

11,534,078
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McKECHNIE EP HOLDINGS LIMITE

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3 AUGUST 2002

CREDITORS: amounts falling due after more than one vear

2002
£
Loans 118,485,828
Interest on loans 16,542,551
135,028,379
Amounts falling due:
In one year or less or on demand 593,749
In more than one year but not more than two vears 635,733
In more than two years but not more than five years 2,358,366
In more than five years 132,034,280
135,622,128
Less: inchaded in creditors amounts falling due within
one year (593,749)
135,028,379

Details of loans not whoily repayable within five years are as follows:-

Unsecured loan notes 2010

(Deep discounted bonds) 77,743,329
Secured term loan A . 3,827,831 -
Secured term loan B 10,580,980
Secured subordinated loan 43 469,988
135,622,128

1

b2

001

w ‘

57,314,404
2,976,196

60,290,600

402,194
641,289
3,161,705
56,487,606

60,692,794

(402,194)
60,290,600

34,084,521
5,995,765

20,612,508
60,692,794




McKECHNIE FP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENT:

FOR THE YEAR ENDED 3 AUGUST 2002

CREDITORS: amounts falling due after more than one year {continued)

Term loan A is repayable over 7 years from its drawing date on 1 November 2000 as follows:

Year following drawing 1 2 3 4 5 6 7
Term A repayment 2.5% 7.5% 14.0% 17.0% 19.0%  20.0% 20.0%

The rate of interest payable on the loan 15 2.125% above LIBOR.

Secured bank term loans accrue interest at variable interest rates linked to LIBOR or EURIBOR plus margins set

by the loan agreements. The group has entered into interest rate swaps which result in the variable element of the
interest charge being fixed.

Secured bank term loans are secured by multi-party debentures entered to or acceded to by all active
subsidiarics. Within these debentures, security is provided by:

a)  Charges on shares

b)  Mortgage or first fixed charge on various assets of the Company and its subsidiary undertakings
¢)  First floating charge on all its undertakings and assets subject to a) and b)

In addition, certain overseas subsidiaries holding shares in other subsidiaries have pledged these shares.

Certain subsidiaries have also provided guarantees of the obligations of the Company, McKechnie Holdings
(UK) Limited and McKechnie Aerospace Holdings Limited under the secured bank term loans.

Unsecured loan notes 2010 (Deep Discounted Bonds)

The loan notes have a nominal value of £77.8m and were issued at a deep discount. The notes are due to be
redeemed on 1 November 2010 at 100% of the nominal value. The notes can be redeemed at an earlier date
subject to the approval of the majority note holders and the provisions of a priority agreement. The repayment is
based on an annual compounding formula. Interest is accrued and not paid prior to redemption. The notes are
neither secured nor guaranteed by any other group members. The rate of interest payable on the bonds is 13%.

SHARE CAPITAL

Allotted, called
Authorised up and fully paid
Ordinary shares of £] each: Noof No of
Shares £ Shares £
At 3 August 2002 and 348,000 348,000 348,000 348,000

4 August 2001

12




McKECHNIE EP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YFAR ENDED 3 AUGUST 2002

10. RECONCILIATON OF SHAREHOLDERS’ FUNDS AND MOVEMENTS ON RESERVES

Profit Total

Share And loss Shareholders’

capital Account Funds

£ £ £

At 4 August 2001 348,000 (3,287.181) (2,939.181)

Loss withdrawn for year (18,643,889) (18,643,389)

At 3 August 2002 348,000  (21,931.070)  (21,583,070)

11.  RELATED PARTY TRANSACTIONS

Interest receivable includes an amount of £5,793,678 receivable from fellow subsidiaries.

Amounts due to/from fellow subsidiaries are disclosed in Notes 6 and 7.

12 IMMEDIATE PARENT UNDERTAKING

The immediate parent undertaking is Mozart Jersey Holdings No. 1 Limited, which is registered in Jersey.

The results of this Company are included in the Group accounts of Mozart Jersey Holdings No. 1 Limited, a company
incorporated Jersey.

13.  AUDITORS’ REMUNERATION

Auditors remuneration is paid by the subsidiary undertaking on behalf of the company.
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