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USITES MERTRAMT BAR Ple

Repsrt of the directors for the year ended 3lst December 1889

The directors submit their annual report together with the andited financial
statements for the vear ended 31st December 1989.

Review of activities

% e princival activity of the company continues to be that of a merchant bar
rolling mill for steel flats and light sections.

The profit and loss account for 1989 is set out on page 4. The pre-tax profit
increased to £80.474 million from £5.665 million in 1588, an increase of &7%.

The company generated further profits growth organically by the careful
management of fixed costs and margins and by controlled sales growth in < -7. o~
and new markets.

The customer base has been eypanded in Eurcpean markets by providing a quality
product, competitively priced with an excellent level of service. This stands
United Merchant BRar Plc in a gocd position, ready for the single market in 1982.

Similarly in the United Kingdoem, where United Merchant Bar Plc offers an
extensive range of quality products, market share has been increased. Service
levels have been improved as a result of capital expenditure in the warchouse
and despatch areas.

Dividends

The directors recommend the payment of a final dividend of £2.4 million for the
yzar upder review.

Future developments

The expansion plans in 1990 will complete the development of exlsting mill
capacity and product range. This will) include the ability to manufacture
rounés. For future years active s~:.ideration is being glven to a aecond
rolling mill to expand the prodw :nge further. The company is currently
preparing its long range corporate plan which will cover mapufacturing anri
marxeting strategies. The management team at Scunthorpe has been strengthened
to meet the organic growth envisaged over the next three years.




UHFTID USRTHEANT BAR Plo

Pepcrt of the mirestors £or the year ended 31st December 1989 {continued;

Employment policies

The company operates a harmonised employment package based on maximum
firexibility and reward for excellence. The harmonised package enables each and
every employee to enjoy the same holiday and sickness benefit and the benefits
of a registered profit related pay scheme which qualifies for income tax relief
in accordance with the Inland Revenue rules.

¥ixed assets

Movements in fixed assets during the year are disclosed in note 11 to the
accounts.

Directors
The d —ectors of the crmpany during the year were:

Swraj Paul {(Chairman)

J. Crossman

J.A. Leek

P.F. Lormor

Akash Paul

G.H. Sambroock

C.G. Steele

P. Waterhouse

A.P. Pedder (appointed 28th November 1989)

The directors retiring in accordance with the Articles of Association and
offering themselves for re—election are Messrs. p.F. Lormer, G.H. Sambrook and
A.P. Pedder.

On 2nd April 1990 Mr. C.G. Steele resigned and Messrs. M.C. Taylor and M.D.
simmons were appointed as directors.

Directors interests

None of the directors had any interest in the share capital of the compa~y
during the year.

The shareholding interests of Messrs. Swraj Paul, J.A. Leek and Akash Paul in
the share capital of the immediate holding company, Caparc Industries Plc, are
shown in the directors' report of that company.
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UNITED MERCHANT BAR Plo

peport of the directors for the year ended 3lst December 1989 (Continued)

rirectors interest (continued)

other directors' shareholding interests in the share capital of the immediate
holding company Caparo Industries Plc are as follows:

Number of ordinary shares of lp each 3ist December 1989 31st December 1986

J. Crossman 30,000 -

Executive share option scheme

Number of ordinary Number of ordinary
shares as as Period Option price shares as at

31st December 1989 exercisable per share 31st December 1988
J. Crossman - June 1989 - June 1935 29p 75,000
J. Crossman 15,000 June 19891 -~ June 1598 4EBp 15,000
J. Crossman 40,000 Oct. 1992 - Oct. 1999 67.5p -
P.F. Lormor 30,0060 July 1989 - July 1986 51p 30,000
P.F. Lormor 10,000 Jan. 1991 - Jan. 1598 37p 10,000
P.F. Lormor 40,000 Oct. 1982 - Qct. 1998 &7.5p -
C.G. Steele 40,000 June 1988 - June 1995 29p 40,000

Personnel

The number of employ=es and their remuneration is shown in note 10 to the
accounts.

The importance of health and safety matters is recognised by the company which
continues to provide and maintain safe and healthy working conditions.

11l employees are covered by a non-contributory private medical care scheme.

The company continues te achieve a good degree of consultation with employees at

all levels via the monthly Works Council Meeting.

Membership of the Caparo Industries SAYE share option scheme is actively
encouraged.

Donaticns

The company made charitable donations of £872 during the year. There were no
political contributions.

Auditors

H

Stoy Hayward have expressed their willingness to continue in office and a
resolution to reappoint them will be pruposed at the annual general mesting.
on behalf of the board
H.C. Taylor
Secretary

1lth April 1990
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UNITEC KERTHANT DAR Pic

Drofit and loss account for the ysar ended 3lst December 1989

Turnover

Cost of sales

Gross profit

Other operating expenses

Operating profit

Interest receivable

Interest payable
Profit on ordinary activitlies
before taxation
Tax on profit on ordinary activities
Profit for the financial year

after taxation

Dividends

Retained profit for year
Retained profit brought forward

As previcusly stated
Prior year adjustment

Retained profit carried forward

The notes on pages 7 to 16 form part of these accounts

Note

19

1B

1268

513

£000's
56,085

{41,009}

15,076

{6,134)

8,942

1,010

9,552

(478)

9,474

(3,308)

6,166

{2,400)

3,766

513

4,279

1988

513

(219)

£000's
40,15,

(29,007)

11,152

{5,342)

5,803

303

6,106

{441)

5,665

{2,038)

3,627

(3,408)

219

254

513




UNITED MERTHANT BRR Flc

Ralasce gheet at 31st December 1989

S

Note 1989
£000*ts
Pixed assets
Tangible assets 11 14,350
Current assets
Stocks 12 5,431
Debtors 13 16,819
cash at bank and in hand 1,757
24,007
Creditors
Amounts falling Jue within
one year 14 (22,356)
Het curreut assets 1,651
Total assets less current liabilities 16,001
Creditors
amounts falling due after
more than one year 15 {1,02G)
Provisions for liabilities
and charges 16 {1,232)
13,749
Capital and reserves
Ccalled up share capital 17 2,467
Reserves i8 11,282
’ﬂﬁﬂﬂ “““““ 13,749
/ o i WA
gwraj Paul ) e

- Directors

)
J. Crossman #?P”‘74”’fc’°’°’\ -

The accounts

The notes on pages 7 to 16 form part of these accounts,
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1588
£000's
13,413
2,881
13,268
2,537
18,686
(18,356)
33C
13,743
(2,647)
(1,113)
9,983
2,487
7,516
9,983

ere approved by the board of directors on l1ith April 19%0
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UNITED MERTHRNT BRR Ple

Statement of source and application of funds for the year ended 31st December 1989

Sources of funds

Profit on ordinary activities
before taxation

Adjustment for items not involving
the movement of funds
Depreciation
Profit on sale of fixed assets

Total generated from operations

Funds from other sources

Disposal of fixed assets

application of funds

Purchase of fixed assets
Tz-a+ion paid

Increase/{decrease) in working capital

stocks

Debtors

Creditors

Inter-group and related company

(Decrease)/increase in net liquid funds

1943
£000's
9,.74
609
10,083
10,083
(1,546)
{192)
(1,738)
B, 345
2,550
1,852
{688)
6,445
10,159
(1,814)

The notes on pages 7 to 16 form part of these accounts

1988
£000's
5,665
587
(z)
6,246
8
6,254
(447)
{231)
(678)
5,576
159
2,177
{95)
1,601
3,842
1,734



UNITED MERTHRHT BAR Flc

Hotes forming part of the accounts for the year ended 31st December 1969

1. Accounting policies

The financial statements have been prepared under the historical cost
convention with the exception of certain assets which are included at a
valuation in excess of original cost, using the following accounting
policies:

Depreciation

Depreciation is provided on all tangible fixed assets, other than
freshold land and buildings, at rates calculated to write off the cost of
each asset evenly over its expected useful life, as follows:

Plant and machinery 4-10%
Computer equipment 20%
Computer software 33%
Rolls 25%
Mobile plant 25%

Assets costing less than £1,000 are written off in the year of purchase.

No depreciation is provided on freehold land and buildings as it is the
company's policy to maintain the property in good condition to prolong
its useful life. Maintenance is regularly undertaken and systematically
charged to the profit and loss account. In the opinion of the directors
this accounting peolicy ensures that the financial statements show a true
and fair view.

¥oreign currencies

Assets and liabilities in foreign currencies, except those covered by
forward contracts, are translated at the rates of exchange ruling at the
balance sheet date. All profits and losses on transactions are credited
or charged in full to the profit and loss account.

stock and work in progress

Stocks are valued at the lower of cost and net realisable value with due
allowance for obsolescence. In the case of finished goods and work in
progress, cost comprises direct material, direct labour and an
appropriate proportion of manufacturing overheads.

Het realisable value 1s based on estimated selling price less further
costs to completion and sale.

Deferred taxation
Provision using the liability method is made for deferred taxation on all

material timing differences which, in the opinion of the directors, may
reverse in the foreseeable future.

Taxation losses are carried forward to the extent that they are expected
to be recoverable in the foreseeable future.




UNITED MERCHANT ERR Plc

Notes forming part of the accounts for the year ended 3lct December 1985 (Continued)

1. BAccounting policies (concinued)

Leased assets

Assets financed by leasing agreements that give rights approximating to
ownership are treated as if they had been purchased outright. The
amount capitalised .s the present value of the minimum lease payments
payable during thz lease term. The corresponding leasing commitments
are shown as obligations to the lessor. Depreciatinn on the relevant
assets is charged to the profit and loss zccount. Lease payments are
treated as consisting of capital and interest elemnents and the interest
is charged to the profit and loss account using the annuity method.
Interest is charged to the profit and loss account over the shorter of
the es-imated useful life of the asset or the primary lease period.

A1l other leases are operating leases and the annual rentals are charged
to trading profit on a straight line basis over the lease term.

Grants

Grants received towards the cost of capital expenditure are used to
reduce the cost of the relevant fixed asset. ALl other grants are
released to the profit and loss account on a cash received basis provided
there is an unconditional agreement with the appropriate government

department.

Pensions

Contributions to the group scheme arc .. .. ~. ° *he protit and il3s
account so as to spread the cost of p@ae 0 T amployaes' working
lives with the company. The contri...long &= = rmined by & qualified
actuary on the basis of triennial mtaeniytt. w . v Che age attained
method. For 1989 charges against . :-/i. iz L 7 glculated in

accordance with SSAP 24.

No adjustment has been made to the 1988 comparatives which were computed
on a payable basis. |

2. ‘fTurnover

Turnover is wholly attributable to the company's principal activity of steel
re~rolling.

Turnover is analysed by geographical market below:
1989 1288

£000's £000's

37,514 o 253
17,120 b,978
1,451 928

United Kingdom
Other EEC
Other

56,088 40,159
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Notes forming part of the accounts for the year ended 31st December 1589 (Continued)

3. Otker operating expenses

nistribution expenses
Administration expenses

4. Operating profit
Operating profit is stated after charging:

Auditors' remuneration
Hire of plant and machinery
Directors' emoluments (see note 10)

Depreciation - owned assets
- assets held under finance leases

5. Interest recelvable

Bank deposit interest
Loans to holding company

6. Interest payable

Bank overdrafts

Loans, repayable within 5 years
-~ related company

-~ holding company

Finance leases

1589 1988
£000's £000's
3,525 2,730
2,608 2,619
6,134 5,349
21 is
50 50
168 200
257 236
352 351
296 36
714 267
1,010 3063
1ge 93
133 151
31 48
115 149
478 441




UNITLED MERCHRNT BRER Flc

Niotes forming part of the accounts for the year ended 31st December 1989 (Continued)

7. Taxation

Corporation tax at 35% on profit for the year

Subvention amounts payable in respect of
corporation tax losses surrendered by
fellow subsidiaries:

Current year
Prior years
Deferred taxation:
current year
Prior vears

8. Dividend

Interim dividend
pProposed dividend - final

¢, Directors emoluments

Remuneration for executive services

Remuneration of chairman

Remuneration of highest paid director
(excluding pension contributions}

7. emoluwents of the other director: (excluding
pension cont.ilmtions) fell within the following ranges:

£ Nil to £5,000
£60,601 to £65,000 ‘
£70,001 to £75,000

1988 lgses
£000's L000's
S06 672
2,266 1,239
20 189
137 71
{21) (133)
3,308 2,038
- 976
2,400 2,432
2,400 3,408
168 200
Nil Nil
a2 112
Number Numberx
6 6
1 -
= 3
7 7

]
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UNITRD MERCHRNT BAR Pie

Notes forming part of the accounts for the year ended 31st Decermber 1962 (Continued)

2. Employees 1989 1958
£000's £000's
staff costs including directors emoluments
Yages and salaries 2,388 1,997
Social security costs 192 167
Other pension costs 235 108
2,815 2,272

The average number of employees, including directors,

during the year were: Number Number
Production 127 116
Administration and management 22 21
149 137

The remuneration, excluding pension contributions, of
higher paid United Kingdom employees fell within
the following range:

£30,001 - £35,000

w
!

11. Tangible fixed assets
Freehold Plant Vehicles
land and and and mobile
buildings machinery plant Total
£000%s £000's £000's £000's
Cost or valuation

At 1st January 1989 5,650 8,275 13 14,838

Additiens for year = 1,546 - 1,546

At 31st December 1989 5,650 1c,821 13 16,484
Depreciation

At 1lst January 1989 - 1,520 5 1,525

Charge for year - 505 4 509

At 31st December 1583 - 2,125 9 2,134

Net bock value
2t 31st December 1988 5,650 8,686 4 14,350

At 31lst December 1988 5,650 7,755 8 13,413

The freehold land and buildings were valued professionally in 1988 on a
depreciated replacement cost basis because of the inability to reasonably
agsess the opern market value for existing use.

11.
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ELITCD MERTHANT BRR Plc

Notes forming part of the accounts for the year ended 31st Decembsr 1989 {Continued)

11. Tangible £ixed assets (continued)

The historic cost of revalued assets is £200,000 in respect of lang and
buildings.

The net book value of plant, machinery, vehicles and mobile plant at 3lst
December includes the following amounts in respect of assets held under
finance leases:

£

3,189,282
3,541,132

————ye———

Stocks

19898 1988
£000's £000's
Stocks comprise:
Rolls 193 215
Stores and spares 321 302
Raw materials 1,939 9i4
Finished goods 2,978 1,450

5,431 2,881

in the opinion of the directors, there were no material differences between
the replacement costs of stocks ard those stated above.

13. Debtors

1589 1988
£000's £000's

Trade debtors 9,624 8,149
Cther debtors 429 81
Prepayments and accrued income €5 36
Amount due from group companies £58 657
amount due from holding company 5,000 3,000
amount due from related company 1,143 1,345

16,819 13,268

tncluded within amounts due from holaing company is £Nil {1988 -~ £2,716,007)
which falls due for payment after more than one year.




UHITED MERCHRNT ERR PlcC

lictes forming part of the accouncs for the year ended 3list pecember 1889 (Continued)

14. Creditors failing due within one year

123% 1988
£000's £000°'s
Borrowings

Bank overdraft (secured) 1,821 187
Related company lcans 291 535

9% unsecured loan notes 1989 -
due to related company - 1,161
Trade creditors 1,617 767
Other creditors 1,328 971
Leasing crediters 761 714
Taxation and social security 85 73
Corporation tax 1,309 325
Accruals and deferred income 818 660
amount due to related company 9,045 7,247
mmount due to group company 208 B85
amount due to holding company 2,672 2,531
Proposed dividends 2,400 2,432
22,356 12,356

The bank overdraft is secured by a mortgage delenture over the book and

other debts of the company.

The 9% unsecured loan notes bore interest from ist January 1988 and were

reraid during ths year.

15. Creditors falling dne after more than one year

1989 1988
£000's £629's
Leasing creditors 757 1,518
{¥=her creditors 1lie as
mnount due to related company 7i 261
As .ot -Me co holding company 73 670
1,020 -t

13.

ATy —




ULITEDS MERTHRNT BAR Flco

liotes forming pavrt of the accounts for the year ended 31st Decerber 1989 (Conutinu )

16. Provisions for liabilities and charges

Deferred taxation 1989 1588
Provided Pruvided
Amount “n Amount in
unprovigd accounts uaprovided accounts
£000'. £000°s £000"s £000's

Accelerated capiltial allowances 1,108 928
capital gains taxz that would arise
if properties were sold at
rovalned amcunts
shert term timing differenczes
Advance corpo.ation tax
recoverabie

Movement on deferred taration EO00's
At 1st Janwary 1989 1,113
Char yed to profit and loss account 1is

rdvance ~nrporatior tax arising on
1989 dividends (200)

Advance corporation ax set off
against the corperaticn tax liability <03

At 31st December 19B9

Called up share capital
1989
£000's
Authorised
2,500,000 ordinary shares of £1 each 2,500

Allotted .
2,466,667 ordinary shares of £1, fully paiad




e IRV wEho T T e
N ' »

W A gty ,‘.M,__zg‘___m___,,c;?_ e

+ B
ke on'm

oNITED MERCHANT BAR Plc

Notes forming part of the accounts for the year ended 31st December 1989 (continued)

12, Reserves
Profit Share
Revaluation and loss  premium

raserve account account Total

£000's £000's £000's £000's

At 1st January 1989 $,450 513 1,553 7,516
profit retained for the year - 3,766 - -
At 31st December 1989 5,450 4,279 1,553 11,282

12, Prinr year adjustments

The prior year adjustments in 1988 represented the effect of the chame in
accounting policy for charging interest on finance leases. Such interest
previously charged to the profit and loss account over the shorter of the
estimated useful life of the assef or the aggregate of the primary and
secondary lease perilods, was as a result of the introduction of SSAP 21
charged over the shorter of the estimated useful life of the asset or the
primary lease pelr'iod. The effect of this charge was to increase the
interest charges in prior years by £336,000 and to reduce deferred taxation
by £117,000.

20 Pensions
The company is a mrmber of the Caparo Industries pension scheme which
provides benefits based on pensionable pay. The most recent valuation was
£ 1st July 1988 and details of the actuarial valuation are set out in the

accounts of the holding company, Caparo Industries Plc.

The pension charge for thc period was £235,000 (1588 - £108,J00).

21. Capital commitments

1989 1988
£E0DO's £000's
Contracted but not provided for 1,911 128
authorised but not contracted for 1,095 373
3,006 498

15’




YNITED MERCHANT BRR Plo

Notes €orming park of the accounts for the yea: ended 3lst pecexter 1889 (Continued)

22. Contingent liabilities and commitments

a) The company is party to a group VAT registration and is therefare jointly
ang severally liable *'%h all other group registered conpanies which include
Caparo Sroup Limite. nd certain of its subsidiaries for the total VAT
liability. at 31st December 1982 this liability amounted to £1,580,538
(1963 - £1,343,000].

h) Discounted bills of exchange amounted to £534,000 (1988 - £B828,000).

23. Holding company

The immediate holding company is Caparo Industries Plc and the ultimate
holding company is Caparo Group Limited, both companies being incorporated
in Englang.

Included within creditors at 31st December 1589 is an amount of £18,000 due
to Caparo Group Limited. ¥r. S. Paul and Mr. A. Paul have interests in
caparo Group Limited as defined under S.317 Companies Act 1985. Purchases
from Caparo Group Limited in the year amounted to £265,000. A1l
transactions were on normal commercial terms.

24. Leasing

The company was committed to the following net obligations under
non-cancellable finance leases as at 31st December 1889:

1988 1988
£000's £000's
Due within one year 761 692
T™wo Lo five vears 757 1,380
1,518 2,072
. 16.




ENITED MERZHERNT BAR Pl=

Report of the auditors

To the members of United Merchant Bar Plc

Wwe have audited the financial statements on pages 4 to 16 in
accordance with Auditing sStandards.

In our opinion the financial statements give a true and fair
view of the state of the company's affiirs at 31st December
1089 and of its result and source and application of funds
for the year then ended and have been properly prepared in
accordance with the Companies Act 1985.

%0 /{47"“’/
Stoy(ﬁg;ward,
Chartered Accountants,

8 Baker Street,
London W1M 1Da.

11th April 1990

17.



