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Draka UK Limited

Drrectors’ report and financial statements
31 December 2007

Directors’ report

The directors present therr report, business review and the audited financial statements for the year
ended 31 December 2007

Pnncipal achivities

Draka UK Limited 1s a wholly owned subsidiary of Draka Holding NV, a company quoted on the stock
exchange of The Netherlands Draka UK Limited engages in the development, manufacture, distribution
and sale of huigh qualty electncal cables for industnal and domestic purposes, fire-resistant cable for
many applications, nstrumentation cables for industnal applications, and copper wires pnmarily for use in
cable manufacture

Draka UK Limited benefits from close technical and commercial cooperation with its sister companies,
which form the Draka Group, around the world

Business review

As Draka UK Limited 1s a wholly owned subsidiary, there are no benefits to its shareholder of prowiding a
detated business review within the report and financial statements The shareholder 1s kept fully
appraised of all important strategies and key performance ndicators through normal monthly
management reporting

Draka UK Limited’s strategy 1s designed to improve profit performance whilst managing working capital
within acceptable levels In 2007 improvements were made in both working captal and underlying
profitability

Emphasis within the business continues to focus upon customer service, product development in order to
fulfil our customers’ needs, and employee traiming i order to strengthen the Draka UK Team We have
made significant progress in all areas and expect to continue to improve During 2008 the business will
continue to progress its environmental policy which will reduce its environmental impact going forward

Key performance indicators for the business include profitability, working capital ratios, customer service
performance and the monitoring of the business wide traiming strategy

In 2007, the price of copper, a major raw matenal for the business, continued to be volatile and this
volatility has continued through the early part of 2008 The business has been successful in passing this
volatility through to its selling pnces Risk associated with copper price volatility of inventory and between
the time of taking a sales order and fulfilling the sales order 1s comprehensively mitigated by the use of
copper futures contracts

A significant proportion of Draka UK Limited’s transactions are conducted in foreign currency Exchange
rate nsk 1s mitigated by the use of fuiures contracts

The nisk policies for copper and currency will continue through 2008 and beyond

At the end of 2006 the planned closure of our Rugby distnbution centre was announced to the workforce
Plans included the building of a new distribution centre at our existing Derby site Changing business
conditions have resulted in a need to revisit the Rugby closure pians, and a review 1s currently underway
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Directors’ report (continued}

Results and dividends

The company recorded a trading profit on ordinary actwvities before interest, tax and one-off
reorganisation costs, of £2 4m (2006 £1 Om frading profit) In 2006 costs of £0 144m were incurred
relating to the planned relocation of the national distribution centre from Rugby to Derby

The profit for the financial year after taxation was £2,871,000 (2006 £7,512,000 profif) The directors do
not recommend the payment of a dwvidend (2006 £nil)

Directors and their interests
The directors who held office during the year were as follows

Kl Samuel (appointed 25 October 2007)
AEJ Carter (appointed 25 October 2007)

| P Rice (appointed 25 October 2007)
RA George (resigned 26 October 2007)
| Dew (resigned 26 October 2007)

No director who held office at the end of the year had any disclosable interest in the share caprtal or
debentures of the company

Disclosure of information to auditors

The directors who held office at the date of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the company's auditors are unaware, and each
director has taken all the steps that he ought to have taken as a director to make himself aware of any
relevant audit information and to establish that the company’s auditors are aware of that information

Disabled employees

The company gives every consideration to applications for employment from disabled persons, where a
handicapped or disabled person may adequately cover the requirements of the job Employees who
become disabled dunng employment are gwven continued employment where possible, and equal
opportunities for training and career development are provided for all disabled employees

Employee consultation

During the year, the company has continued its practice of keeping employees informed on matters
affecting them and on various factors relatmg to the performance of the company This has been
achieved through formal and informal meetings Employees are consulted regularly on a wide range of
matters affecting their interests Additionally twice a year the Draka UK Management Board meets with
the Works Council to discuss business 1ssues and operational activities

Chantable Donations
During the year, the company has made charntable donations of £1,000 (2006 £n)
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Directors’ report (continuea)

Auditors

in accordance with section 384 of the Companies Act 1985, a resolution for the appointment of Deloitte
as auditors of the company 1s to be proposed at the forthcoming Annual General Meeting

By order of the board
Registered office
PO Box 6500
Alfreton Road
Derby
DE21 42H

19 May 2008

AEJ Carter
Company secretary
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Statement of directors’ responsibilities in respect of the directors’ report
and the financial statements

The directors are responsible for prepanng the drectors’ report and the financial statements n
accordance with applicable law and regulations

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

The financial statements are required by law to give a true and far view of the state of affairs of the
company and of the profit or loss of the company for that penod

In prepanng these financial statements, the directors are required to
» select sutable accounting policies and then apply them consistently,
« make judgments and estimates that are reasonable and prudent,

+ state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t 1s inapproprate to presume that
the company will continue In business

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that its financial
staternents comply with the Companies Act 1985 They have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud
and other iregulanties

The directors are responsible for the maintenance and integnty of the corporate and financial information
included on the company’s website Legislation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions




KPMG LLP

St Nicholas House
Park Row
Nottingham  NG1&FQ

Independent auditors’ report to the members of Draka UK Limited

We have audited the financial statements of Draka UK Limited for the year ended 31 December 2007 which
compnise the profit and loss account, the batance sheet, the statement of total recognised gains and losses and
the related notes These financial statements have been prepared under the accounting policies set out
therein

This report 1s made solely to the company’s members, as a body, i 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 audttor'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 opimions we have formed

Respaective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements tin accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the statement of directors’
responsibilities on page 4

Our responsibility 15 to audit the financial statements in accordance with relevant legat and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and farr view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether in our opinion the
information given in the directors’ report 1s consistent with the financial statements

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

We read the directors' report and consider the implications for our repert if we become aware of any apparent
misstatements within it

Basis of audit opinion

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

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

Opinion
In our opinion

« the financial statements give a true and fair view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the company's affairs as at 31 December 2007 and of its profit for the year then
ended,

s 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

he Co/ 19 May 2008

Chartered Accountants
Rogistered Auditor
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2006

Note 2007

£000 £000 £000
Turnover 2 214,995
Cost of sales {204,368)
Gross profit 10,627
Distribution costs (4,019)
Administrative expenses (4,201) (3,175)
Administrative expenses — exceptional items - (141)
Total administrative expenses (4,201)
Operating profit 2,407
Other interest recevable and similar income 6 168
Cther finance income 7 1,010
Interest payable and similar charges 8 (889)
Profit on ordinary activities before taxation 9 2,696
Tax on profit on ordinary activities 10 175
Retained profit for the financial year 19 2,871

£000
213,183

(202,794)

10,389

(6,239)

(3,316)

834

358
460
(418)

In both the current and preceding year, the company made no matenal acquisitions and had no

discentinued operations

Statement of total recognised gains and losses

for the year ended 31 December 2007
)

Profit for the year
Actuanal gains recognised on pension scheme
Deferred tax impact of pension scheme accounting

Total recognised gains and losses relating to the year

Note 2007

£000

20 281

22 2710
10 (729)

4,852

2006
£000

1,512

3,140
(942)

3,710



Balance sheet
as at 31 December 2007

Fixed assets
Intangible assets - negative goodwill
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors amounts falling due after more than
one year

Net assets excluding pension asset/{liability)

Net pension asset/(hability)

Net assets including pension asset/{hability)

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

Shareholders’ funds

Note

11
12

13
14

15

16

22

2007

£000

14,248
43,211
9,643

67,102

(45,799)

£000

(2.775)
8,276

5,501

21,303

26,804

{1,750)

25,054

109

25,163

202
40,553
5,120

(20,712}

25,163

Draka UK Limited

Directors’ report and financial statements

31 December 2007

2006

£000

17,321
42603
17,353

77277

(59,157)

£000 |

(3,203)
9,881

6,678

18,120

24,798

(1,750)

23,048

(2,737)

20,311

202
40,553
5,120

(25,564)

20,311

These financial statements were approved by the board of directors on 19 May 2008 and were signed on

s behalf by

Kl Samuel
Drirector

P

AEJ Carter

Director
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Notes
{forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently i dealing with items which are
consrdered matenal in relation to the financial statements

Basis of preparation

The financial statements have been prepared on a going concermn basis In accordance with applicable
accounting standards and under the histoncal cost convention

Under FRS 1, the company 15 exempt from the requirement to prepare a cash flow statement on the
grounds that it 1s a wholly owned subsidiary undertaking of Draka Holding NV, which 1s incorporated in
the Netherlands, and its cash flows are included within the consolidated cash flow statement of that
company

Goodwill and negative goodwill
When the fair value of the consideration for an acquired undertaking exceeds the faiwr value of its

separable net assets the difference 1s treated as purchased goodwill and I1s capitahised and amortised
through the profit and loss account over its estimated economic life

Where the farr value of the separable net assets exceeds the farr value of the consideration for an
acquired undertaking the difference 1s treated as negative goodwil) and I1s capitahsed and amortised
through the profit and loss account in the perod in which the non-monetary assets acquired are
recovered In the case of fixed assets this 1s the pencd over which they are depreciated, impaired or sold
In the case of current assets, it 1s the period over which they are sold or otherwise realised

Stocks

Stocks are stated at the lower of average cost and net realisable value Costs include all direct costs
mcurred in bringing stocks to therr present state and location including an appropriate proportion of
manufaciuring overheads

Turnover

Turnover compnises the value of sales (excluding VAT and trade discounts) of goods and services in the
normal course of business

Leases

Assels acquired under finance |eases are capitalised and the cutstanding future lease obligations are
shown n creditors Operating lease rentals are charged to the profit and loss account on a straight-line
basis over the perod of the lease

Tangible fixed assets

Depreciation i1s provided on all fangible fixed assets, other than freehold land, at rates calculated to wnte
off the cost, less estmated residual value, of each asset evenly over its expected useful Iife as follows

Freehold land nil
Freehold buildings 2%%
Plant and machinery 5%-33%
Fixtures and fittings 10-20%
Motor vehicles 25%

Assets under construction are transferred into relevant fixed asset categories once they are ready for use
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Notes (continued)

1 Accounting policies (confinued)
Share based payments

The share oplion programme allows certain employees to acquire shares of Draka Holdng NV Where
matenal the farr value of options granted 1s recognised as an employee expense with a corresponding
increase in equity The fair value 1s measured at grant date and spread over the penod dunng which the
employees become unconditionally entitled to the options The farr value of the options granted 1s
measured using an option pncing model, taking into account the terms and conditions upon which the
options were granted The amount recognised as an expense I1s adjusted to reflect the actual number of
share options that vest except where forfeiture 1s only due to share prices not achieving the threshold for
vesting

Hedyging

The company seeks to match copper sales to purchases, as far as possible This 1s performed by placing
sales and purchase contracts with other group compantes

Currency contracts are also held with other group compantes to caver purchases In a foreign currency
Taxation

The charge for taxation 15 based on the result for the year and takes into account taxation deferred
because of tming differences between the treatment of certain items for taxalion and accounting
purposes

Deferred tax 1s recogrised, without discounting, 1n respect of all iming differences between the treatment
of certain tems for taxation and accounting purposes which have arisen but not reversed by the balance
sheet date, excepl as otherwise required by FRS 19 Deferred tax assets are recognised only to the
extent that they are considered to be recoverable in the foreseeable future

Pensions

The company operates a number of pension schemes prowviding benefits based on final pensionable pay
The assets of these schemes are held separately from those of the company in independently
administered funds Pension scheme assets are measured using market values Pension scheme
ltabtlities are measured using a projected umit method and discounted at the current rate of return on a
high quality corporate bond of equivalent term and currency to the hability The pension scheme deficit is
recognised in full The movement in the scheme defici 1s split between operating charges, finance items
and n the statement of total recognised gatns and losses, actuanal gains and losses

Foreign currencies

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

Cash

Draka Holding NV has the legal ownership of the company's bank account with Bank Mendes Gans
However the company 1s exposed to substanbally all of the nsks and rewards of ownership of the bank
account and therefore records the balance as either cash at bank or bank overdraft in the balance sheet




Notes (continued)

2 Tumover

Turmnover by geograpbical market s as follows

Draka UK Limited
Directors’ report and financial statements
31 December 2007

2007 2008

£000 £000

United Kingdom 109,152 104,840
Europe 23,153 30,887
Rest of the world 6,638 7,228
Internal 76,052 70,428
214,995 213,183

No further segmental analysis has been presented as the company has only one class of business

3 Exceptional items
Administrative expenses — exceptional items

Duning 2007 the company had exceptional costs of £nil (2006 £741,000) In 2008 the company
restructured part of the business, resulting in redundancy and other associated costs

4 Remuneration of directors
2007 2006
£000 £000
Directors’ emoluments in respect of qualfying services 516 187
Company contributions to defined pension schemes 33 20
549 207

The highest paid director received emoluments of £394,000 and company pension contributions of
£14,000 were made to a defined benefit scheme on his behalf These emoluments include £203,000 that
has been paid by Draka UK Limited acting on behalf of Draka Holding NV This payment relates to the
promotion of a director into another Draka company, and s supported in Draka UK Limited's reporting to
its ulimate parent undertaking

Number Number
Retirement benefits are accruing to the following number of directors under
Defined benefit schemes 3 2

10
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Notes (continued)

5 Staff numbers and costs

The average number of persons employed (full-tme equivalent) by the company durng the year
(ncluding directors) was as follows

Number of employees

2007 2006
Production 361 372
Sales 38 35
Management and other 27 27
426 434
The aggregate payroll costs for these persons (including directors) were as follows
2007 2006
£000 £000
Wages and salanes 10,941 10,340
Social secunty costs 922 894
Pension costs 1,180 1,460
13,043 12,694
6 Other interest receivable and similar income
2007 2006
£000 £000
Bank deposits 168 358
7 Other finance income
2007 2006
£000 £000
Expected return on pension scheme assets (note 22) 3,810 3,230
Interest on pension scheme habilities {note 22) (2,800) (2,770)
1,010 460

11




Notes (continued)

8 Interest payable and similar charges

Bank loans and overdrafis
Inter group loan balances
Other interest charges

Included in 'Other interest charges' in 2007 1s £290,000 relating to net foreign exchange losses
£69,000 of net foreign exchange losses were included within administrative expenses

9 Profit on ordinary activites before taxation

This 1s stated after charging/(crediting}
Depreciation - owned assets
Goodwill amortisation

Operating lease costs

Foreign exchange loss

Auditors’ remuneration

Fees payable to the company’s auditor for the audit of the company's annual financial
statements
Fees payable to the company’s auditor for other services

Tax services

Pension scheme services

10 Tax on profit on ordinary activities

Analysis of charge in the year

Corporation tax
- current year charge/(credit)
- prior year adjustment

Defarred tax
- current year credit
- movement in pension scheme

Shown 1n the financial statements as

Tax credit on profit on ordinary activities

Tax charge on pension movement within the statement of recognised
gains and losses

Draka UK Limited

Directors’ repont and financial statemems
31 December 2007

2007 2006
£000 £000
136 12
134 66
619 238
889 418
In 2008,

2007 2006
£000 £000
1,913 2,170
{428) (267)
768 717
290 69
63 63
41 38
193 133
2007 2006
£000 £000
- 107
(107) -
(554) (400}
1,215 957
554 664
{(175) (278)
729 942
554 664

12
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Notes (continued)

10 Tax on profit on ordinary activities {confinued)

Factors affecting the tax charge for the current year

The current tax charge for the year 1s lower (2006 fower) than the standard rate of corporation tax in the

UK of 30% (2006 30%) The differences are explained below

2007
£000

Current lax reconciltation
Profit on ordinary actvities before tax 2,696
Current tax at 30% (2006 30%) 809
Effacts of
Other timing differences 52
Depreciation In excess of capital allowances 313
Non-taxable goodwill amortisation {128)
Utiisation of trading losses carned forward (641)

FRS 17 adjustment (405)

Totat current tax charge/(credit) -

11 intangible fixed assets

Cost
At 1 January 2007 and 31 December 2007

Accumulated amortisation
At 1 January 2007
Credit for the year

At 31 December 2007

Net book value
At 31 December 2007

At 31 December 2008

2006
£000

1,234

370

78

380
(80)
(626)
(18)

107

Negative
goodwill
£000

9,591

6,388
428

6,816

2,778

3,203

13
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12 Tangible fixed assets

Freehotd Fixtures Assots
land and Plant and and Motor under
buildings machinery fittings vehicles  construction Total
£000 £000 £000 £000 £000 £000
Cost
At 1 January 2007 3,858 38,141 5,299 286 - 47,584
Additions 3 158 51 - 247 459
Disposals - (3,420} {13) - - (3,433)
At 31 December 2007 3,861 34,879 5,337 286 247 44 610
Accumulated
deprectation
At 1 January 2007 1,435 31,291 4,708 269 - 37,703
Charge for the year 126 1,388 394 5 - 1,913
Disposals - (3.271) (11) - - {3,282)
At 31 December 2007 1,561 29,408 5,091 274 - 36,334
Net book value
At 31 December 2007 2,300 5471 246 12 247 8,276
At 31 December 2006 2423 6,850 591 17 - 9,881
Included within land and buildings 1s land valued at £70,000 that 1s not depreciated
13 Stocks
2007 2006
£000 £000
Raw matenals and consumables 1,752 1,670
Work in progress 3,764 3,755
Finished goeds and goods for resale 8,732 11,896
14,248 17,321

There was no matenal difference between the replacement cost of stock and its carrying value stated
above The company holds consignment stock from suppliers which 1t does not recognise until the raw
matenal 15 used in production At the year-end, the company held £2,408,000 of consignment stock

which it has not recogmised

14 Debtors
2007 2006
£000 £000
Trade debtors 17,329 16,938
Amounts owed by group undertakings 24,195 21,679
Other debtors 611 3,266
Prepayments and accrued income 122 320
Deferred tax asset (note 17) 954 400
43,211 42,603

14



Notes (continued)

15 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Other tax and social security
Corporation tax

Other creditors

Accruals and deferred income

16 Creditors. amounts falling due after more than one year

Amounts repayabie, other than by instalments o group undertakings
Not wholly repayable within five years

Draka UK Limited
Directors’ report and financral statements

31 December 2007
2007 2006
£000 £000

4,149 5,525
36,896 49,909
2,393 349
- 107

2,252 1,034
109 2,233
45,799 59,157
2007 2008
£000 £000
1,750 1,750

There are no repayment terms associated with or interest accruing on amounts owed to group

undertakings No security is held against these loans

17 Provisions for liabilites and charges

At 1 January 2007
Movement dunng year

Deferred tax asset at 31 December 2007

The amounts provided for deferred taxation are set out below

Tax effect of trmng differences because of
Excess of capital allowances over depreciation
Excess of depreciation over capital allowances
Other timing differences

Deferred taxation

2007
£000

47
9207

954

£000

400
554

954

2008
£000

(244)

644

400

A deferred tax asset of £5 4m (2006 £5 2m) in respect of tax losses and other timing differences carned
forward has not been recognised The deferred tax asset in the balance sheet at 31 December 2007 1s
£954,000 (2006 £400,000) The remainder of the assel will be recoverable in future years as the

company generates taxable profils

15
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Notes (continued)

17 Provisions for habilities and charges (continued)

The deferred taxation asset relating to pension deficit (note 22)

At 1 January
Movement in the profit and loss account dunng the year

Movement in the statement of recogrised gains and losses in the year

At 31 December

18 Called up share capital

Authonsed
300,000 (2006 300,000) ordinary shares of 1p each
200,000 (2006 200,000) deferred shares of £1 each

Allotted issued and fully paid
200,002 (2006 200,002) ordinary shares of 1p each
200,000 (2006 200,000} deferred shares of £1 each

The deferred shares do not have the nght to a dividend

19 Reserves

At beginning of year
Profit for the year
Actuanal profit recognised on pension scheme net of tax

At 31 December 2007

Draka UK Limited
Directors’ report and financial statements
31 December 2007

2007 2006

£000 £000

1,173 2,130

(486) (15)

(729) (942)

{42) 1,173

2007 2006

£000 £000

3 3

200 200

203 203

2 2

200 200

202 202

Share Capital

premium  redemption Profit

account reserve and loss
£000 £000 £000
40,553 5,120 (25,564)

- - 2,871

- - 1,981
40,553 5,120 {20,712)

16
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20 Reconciliation of movements in shareholders’ funds/{deficit)
2007 2008
£000 £000
Profit for the year 2871 1,812
Other recognised gains and losses (net) 1,981 2,198
Net change in shareholders’ funds 4,852 3,710
Opening shareholders’ fund 20,311 16,601
Closing shareholders’ funds 25,163 20,311
21 Commitments
(a) At 31 December 2007 the company was committed to making the following payments dunng the
next year i respect of operating leases
Land and buildings Other assets
2007 2006 2007 2006
£000 £000 £000 £000
Leases which expire
Within one year - - 104 72
In the second to fifth years inclusive 50 50 260 235
Afler five years 305 305 - -
355 355 364 307
(b) Capital commitments at 31 December 2007, for which no provision has been made in the
financial statements, were as follows
2007 2008
£000 £000
Authonsed and contracted for 100 180
(c) Guarantees

(d)

The company has a duty deferment guarantee with Customs and Excise of £360,000 (2006
£360,000) and performance bonds of £170,000 (2006 £409,000)

The company unconditionally guarantees the borrowings of Draka UK Group Limited, which were
£nil at both the current and pnor year end

In December 2007, the Company entered into a €625 miflion revolving credit agreement between
the Company (as guarantor), and Draka Holding NV, Cooperatieve Centrale Raiffeisen
Boerenleenbank BA, ABM AMRO Bank NV, Forlis Bank {(Nederland) NV, ING Bank NV and NIBC
Bank NV

The company has hedging commitments assoctated with copper purchases with the parent
company, Draka Holding NV, with a fair value of £10,419,051 (2006 £1,581,763)

17
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Notes (continued)

22 Pension commitments

The company adopted full FRS 17 ‘Retirement benefits’ from 1 January 2005 The actuary has
undertaken a valuation of the assets and liabilities of the scheme at 31 December 2007 Penston scheme
assets are measured using market values Pension scheme habilihes are measured using a projected
unit method The present value of scheme habilites has been armived at by projecting the results of the
last full valuation forward to 31 December 2007

Draka UK Pension Plan

The company i1s the pnncipal employer of the Draka UK Pension Plan (“the UK Plan®) The UK Plan s a
funded defined benefit pension scheme operating in the UK and provides benefits based on final
pensionable pay, contributions being charged to the profit and loss account so as to spread the cost of
pensions over employees’ working lives with the company The contnbutions are determined by a
qualfied actuary and the last valuation of the UK Plan was completed as at 6 Apnl 2005

Draka UK {ex DCC) Pension Plan

The company I1s also the principal employer of the Draka UK (ex DCC) Pension Plan (“the ex DCC Plan™)
which 15 a funded defined benefit plan operating in the UK The last valuation of the ex DCC Plan was
completed as at 5 Apnil 2006

The disclosure note below combines the assets and liabilities allocated to the company for both Plans
Both Plans are multi-employer schemes where the assets are pooled The estimated asset figures below
represent Draka UK Limited’s share of the Plans’ assets in proportion to therr habilities

The majer assumptions and calculation dates are as follows

Pensions cost note

31 Decembear 2007 31 December 2006 31 December 2005

Rate of increase in salanes 380% 3 50% 350%
Rate of increase in pension payment 310% 2 90% 290%
Discount rate 590% 510% 510%
Inflation assumption 330% 3 00% 3 00%
The assets in the scheme and expected rates of return were
Long- Market Long- Market Long- Market

term rate Value as termrate Valueasat termrate  Value as at

of return at 31 of return 3 of return 3

expected December  expected December  expected December

at 31 2007 at 31 2006 at31 2005
December December December
2007 2006 2005
£million £rmillion £million

Equites 7 80% 45 56 8 00% 44 07 8 00% 4010
Bonds 4 50% 67 4 20% 492 4 20% 460
Other 4 50% 338 4 00% 266 4 00% 200
Total market value of assets 5565 5165 486 70
Present value of scheme
Liabilities 5550 55 56 53 80
Surplus/(deficit) in the scheme 015 (3 91) {(710)
Related deferred tax asset 004 117 213
Net pension asset/(liability) 011 (2 74) (497)
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22 Pension commitments (continued)
Analysis of the amount charged in operating profit 31 December 31 December 31 December
2007 2006 2005
£million £million £million
Current service cost 118 146 138
Total operating charge 118 146 138
Analysis of the amount credited to other finance income 31 December 31 December 31 December
2007 2006 2005
£million £million £milion
Expected return on pension scheme assets 381 323 282
Interest on pension scheme habilities (2 80) {277) (2 54}
Other financing income 101 046 028
Analysis of amount recognised in statement of total 31 December 31 December 31 December
recognised gains and losses (STRGL) 2007 2006 2005
£million £milkon £million
Actual return less expected returmn on scheme assets {0 01) 176 544
Expenence gains and iosses ansing on the scheme habilies 003 138 {0 06)
Changes th assumptions underlying the present value of the
scheme lhabihties 269 - {3 74)
Actuanal gain recognised in STRGL 2M 314 164
Movement in (deficit) during the year 31 December 31 December 31 December
2007 20086 2005
£million £milion £million
(Deficit) in scheme at beginning of the year (3 91) (7 10) {870)
Movement in the year
Current service cost {118) (1 48} (1 38)
Contributions 1.52 105 106
Curtailment gain - - -
Other finance income 101 046 oz28
Actuanal gain 2mM 314 164
Surplus/(deficit) in scheme at end of the year 015 (391) (710}
History of experience gains k3| 31 December 31 December 31 December 31 December
and losses December 2006 2005 2004 2003
2007
£million £million £million £rmilon £mithon
Actual less expected return (0 01) 176 544 103 335
As a % of assets 0% 3% 12% 3% 9%
Expenence gains/(losses) on the habilities 00 138 (086) 012 003
As a % of habilities 0% 2% 0% 0% 0%
Total amount recogmsed n the STRGL 274 314 164 (0 44) {122)
As a % of habilittes 5% 6% 3% {(1%) (3%}
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23 Fair value of assets and liabilities

The company has forward currency contracts at 31 December that it has not recognised, with fair values
as follows

+ Commitment to buy US Dollars with a farr value of £10,955 and Euros with a far value of £7,370,311
(2006 Emil and £mil respectively)

«  Commitment to sell US Dollars with a fair value of £635,401 and Euros with a farr value of £9,547,476
(2006 £161,617 and £15,365,597 respectively)

24 Share based payments:

In June 2002 Draka Holding NV introduced a long-term incentive plan  This plan 1s divided into an option
plan and a share plan In May 2006 Draka Holding NV introduced a share plan for the Board of
Management

Share options

Under the option plan, Draka Holding NV has granted stock options on its ordmnary shares to qualfying
members of senior management of the Company The options are granted for eight years, with an initial
three-year restriction peniod durning which they cannot be exercised

Share option arrangements granted before 7 Novermber 2002 exist  The recogniton and measurement
principles In FRS 20 have not been applied to these grants in accordance with the transitional conditions

All options are settled by physical delivery of ordinary shares

The fair value of the services recewved In return for share options granted are measured by reference to
the fair value of share options granted The estimate of the farr value of services received s measured
based on a binormial option pricing model  The contractual life of the ophon (8 years) 1s used as an input
into this model Expectations of early exercise are incorporated into the binormial option pricing modet

Share options are granted under a service condition and, for grants to key management personnel, a
non-market performance condiion Such conditions are not taken into account in the grant date fair value
measurement of the services received There are no market conditions associaled with the share option
grants

The number of options on Draka Holding NV ordinary shares at 1 January 2007, granted as part of the
long-term incentive plan, was as follows
Number of options granted

R George 1,112
| Dew 2,251

The exercise price of share options on this date was €13 51

There were no share options outstanding at 31 December 2007 following the resignation of R George and
| Dew as directors of the company on 26 October 2007 The directors retained ther share options on
moving to another company within the Draka group

25 Related party transactions

As the company I1s a wholly owned subsidiary of Draka Holding NV the company has taken advantage of
the exemption conrtained within FRS 8 ‘Related party transactions’ and has therefore not disclosed
transactions or balances with entities which form part of the group The consolidated financial statements
of Draka Holding NV, within which this company s included, can be obtained from the address given in
note 26
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Notes (continued)

26 Ultimate parent and contrelling company

The company 1s controfled by RMCA Holdings Limited, its immediate parent undertaking The ultimate
controlling party 1s Draka Holding NV, its ultimate parent undertaking

The company 1s a subsidiary undertaking of Draka Holding NV, which 1s incorporated in the Netherands

The smallest and largest group of companies which publishes consolidated financial statements and of
which ttus company 1s a member i1s Draka Holding NV

Copies of these consolidated financial statements can be obtained from the Company Secretary, Draka
UK Limited, PO Box 6500, Alfreton Road, Derby, DE21 4ZH
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