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Lupus Capital

Lupus Capital aims 1o build shareholder value through
the acquisition of industrial assets with the potential for
development and the application of proven management
skills and systems in order to achieve greater profitability.
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Our strategy

Our approach to sectors is very disciplined and with a
clear focus. Target companies will be involved in industrial
manufacturing, processing, services or distribution for
industries, businesses or consumers. Our key requirements
are asset based, positive cash flow, industrial activities with
potential for development. In addition we will target fragmented
industries, seek consolidations, as well as develop organic
growth opportunities.

2006 highlights

Achieved sales of £62.940 million (2005: £7.479 million)
Pre tax profits £10.013 million (2005: £2.435 million)
Dividends up by 21% to 0.497p

Strong cash generation - net debt of £23.3 million

£84 million acquisition and integration of Schlegel
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Chairman’s statement

We are very excited about the progress that we are making
with Lupus. Our results are good, backed up by strong
cash generation enabling us to continue our progressive

dividend policy.

Dear Shareholder,

| am pleased to repant a record set of financial resUlts
for the year enced 31 December 2006 together with
the successful Integration of Schiegel Bulding Products,
which was acquired on 4 Apnl 2008 Group profis,
eamings and cash generation Al surpassed previous highs

Gall Thomson Ervronmental, which operates pnmanby in
the ol and gas sector, has had its best ever year beatng
2005 n sales, profits, cash generation and also retum
on capitat employed

The nine month contnbution from the acquisition of
Schiegel has been very positive The management has
responded well both to the changs of ownership and
new direction ard has mproved on key perfomance
indicalors over 2005

Results for the year

It s very sabisfying to be adke to detal to you an outstanding
year for your company Sales, including the acquistion
of Schiagal, were £62,940 milhon (2005 £7 479 milkon)
and pre-tax profits increased to £10 013 milion

{2005 £2 435 millon) Reported eamings per share
jumped to 1 233p {2005 0 593p) The figures for the
pencd are not directly comparable as they include a
maor acquistion and have been prepared on the basis
of the requirements of UK GAAP, as explaned in the
notes to the accounts

Ddend

A growing dradend s also one of our objectives and we
have teen able yet agan to achieve this with & senes
of dmdends

We are recommending a final dmdend for 2006 of 0 334p
{2005 0 278p), which i1s an increase of over 20%

I approved at the AGM, which we will be holding on

16 May 2007, this final dividend will e pad on 23 May
2007 to Shareholders on the register at ¢ March 2007

This together with the special intenm dmdend of

G 114p per Ordinary Share n respect of tha quarter
ending 31 March 2006 and tne further intenm dmdend
of 0 048p for the first half of 2008, will make a total
dadend for the 2006 vear of 0 457p - up 21% from the
0 410p pad in the 2005 vear

defined strategy, a
sound balance shest,
good operating activities

i 1S the intention of the Board to maintain a pregressive
dndend polcy in the future

Business of Gall Thomson Environmental Limited
Gall Thomson I1s the world s leading supplier of manne
breakaway couplings Its subsiciary, KLAW 15 a suppler
of industrial coupl ngs including quick release couplings
and breakaway couplings

A Gafl Thomson manne breakaway couphing 1S used n
the ol and gas industry to erable a loading Irs to part
safely and then to shut off the product supply in the
event of a vessel meving off station dunng the loading
or discrarging of ol and gas products, whether at
coffshore mocnngs o jetty terminals The purpose of the
breakaway coupling 1s firstly to siop envronmental
poluton and secondly to prevent damage to pumping
and fransfer equipmeni Gall Tromson also supples the
quick release Weln Lambie camlock coupling which

1s used In the hose and loading arm system for the
transfer of oll and gas products

The greater number of our couplings are designed and
made to order for the major al producers Stock and
working capital levels are thus easily viable There s
also anncreasing demand for refurbishrment of our
products which have been in use for many years and
exposed to the elements
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The axcellence of the couplings and their tachnology
together with the significant envronmental and financial
consequences of nsking less established products gives
Gal Themson a considerable advantage and strong
market share

The pnncigal actvity of KLAW is that of the manufacture,
assembly and distnbution of Industnal quick release
couplings for acimties such as refinng expleration and
constructon They are also used i the transportaion of
product by road and rall

Both Gall Thomson Environmental Ltd (GTE) and its
subsidiary KLAW Products Ltd (KLAW) have performed
well dunng *he year

GTE, who operate manly in the offshore Incustry, has
benefited from a strong alt prce that had encouraged
the maor ol producers to commence new projects
worldwide In addition, the dnve towards environmental
wprovements continues to have a posiine effect
Approximately 90% of tumnover was denved from
exported sales spanning the world from Europe to Asia,
Amenca to the Middle East and Afnca Nearly all sales
are made n pounds stering so we have Imited
exposure 10 a fluctuating dollar

In respect of KLAW, who oparate in the cll gas, refining
and petrochemical markets, the undedinirg business
has continued to develop MNew products have been
imroduced, namely the crycgenic ERC {Emergency
Release Coupl ng} for ship to ship transfer of LNG and
the hazardous chermicat urits, boh being receved with
much nterest In the case of the Cryogenics ERC,
KLAW has already recened signficart orcers from major
ol companies

Business of Schlegel Building Products

The £84 millon acquisiion of Scniegel, a leacker in the
manufacture and marketing of door and window saafs,
primanly for the worldwide housing market, was
completed on 4 Apnl 2008 Schlegel, which currently
has over 625 employees and more than 5,000
customers, sells over 650 million metres of seals N a
year Core manufactunng competencies are
continuously modded urethane toam, narrow fabnc
textiles, and extruded plastics As a lsading producer of
urethane foam (compressicn geals) and woven ple
(shding seals) for the window and door markets, seals are
sold in mcre than 75 countnes from seven manufactunng
plants located around the world In adarson, Schlegel
supply both manufaciured and assemblea door and
window locking mechanismis to & number of ther key
seal customers

Also manufactured are related products for the
non-heusing markets such as cleaning brushes, static
control devices for copiers and pnnters, specialty

automotive products as in sunrocf seals and truck spray
suppressants, tractor seat tnm and sway bar brushes

In 2006 Schlegel saw many excring changes, which
produced increased profitability over the previous

year and which wa hope to continue to build on

New customers have been won, productivity has
improved, pnces have been rased to compensate for
raw matenal inputs, sales have been refocused nto
higher margin customers, financial controls have been
tightened and resulting action from exhaustive analyais
has yelded higher gross margins The global market for
housng, both nev build and refubishment  has been
generally sabsfactory with the long term worldwide trend
being upwards As an intemational business with
actmties across three continents we have a imited
exposure to both dollar currency, and the currant

US new buld housing market difficuties where we
have taken action to mitigate any effects

On the corporate front

A comprehensive tax review 1S be ng undertaken with an
expected outcome that our worldwade group cash tax
rate will decline from an antcipated 38% band previously
predicted to 36% n 2006 and a lower cash tax rate

in future

The acquistion of Schiegel has broadened the spere
of operations of Lupus Capital plc and management has
reviewed the nsk prefile of the enlarged group

We continue to seek the development of Lupus through
both organic growth and selectve acguisitions

The excellent cash generation from both our busnesses
has enabled Lupus to reduce the net debt taken on to
buy Schlegal (£35m) at a speed quicker than onginally
envisaged At 31 December 2006 net defot stood at
£23 3m It has also provided funds to increase our
dmdend to sharehclders 1o the 2006 year at a higher
rate than iorecast at the time of the Schlegel acquisiion

Strategy

Cur strateqy 1s to buld sharenolder value through the
acquisiticn of ndusnal assets with the potential for
development using a spectrum of funding Instrurrents,
where with the applicaton of our rnanagement skills and
systemns we can achieve greater profitability Once they
have peen improved, potential long-tarm growth
configuraticns installed, and a cntical mass built, we
would expect to realse a gan through a vanaty of

exit mechanisms

Qur strategy I1s very similar to that which we developed
at Tomkins plc, with one key excepton Institutional
nvestors in the public markets are not sympathetic to
public conglomerate orgarisations, they have, however,
even though wath very diverse interests, favoured prvate

Toa £82 miion arqueston of
Schlegel a leadar ir the manufacture
and rnarketing ¢f door and wandow
ceals pamanly for the wodowide
nousg markel was completen on
4 Apnl 2008

very disciplined
with a clear focus
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Chairman’s statement

continued

eoutty strucwres We intend to follow the prvate equity
prnciple of timed investiment exts when cntical mass
and creation of shareholder value have bean achieved
by demergers, PO's or sales followed by cash retums
to sharsholders when appropnate

The spead cf our decision making and the management
expenence we possess together with the flexbility ot
baing able to offer an on-going nterest should gve us

a competiive edge over prvate equity competitors when
negotialing transactons in addiion, we have proven
management sikills and systems, as well as the
apphcation of standard financial modefing

Qur approach to sectors will be very disciphned and
with a clear focus Target companies will be invelved in
industnal manufactunng, processing or services or
distnbution for industres, businesses or consumers
Retalling, financial services, property and media are
outs:de our range of interest Cur key requrements are
asest based, positive cash fiow, Industnal actvities with
notential for development In acditicn we will target
fragmented irdustnes, seek consolidat ong, as well as
develop organ ¢ growth oppertunites

We will choose to operate in stable markets where the
technology 13 low-nsk ratber than markets exposed to
quick Innovation and sudden obsolescence We prefer
to sell high quarities of Inexpensive items or fulfl a igh
volurme of contracts as opposed ¢ a small number of
very significant cost constitugnts

We expect to inject our maragement skills, operating
systems financial control mechanisms and strategy
axpenance to improve prafitaciity and firancial efficiency

QOur ndustr al focus and business expenence of
acqunng, stabilising, contrelkng, investing in ard
developing businesses, together wath a strong exssting
operation gives Lupus Capital plc exciing prospects

Outlook

Gall Thomson s a relable business and looks forward 1o
mantaning its succass There are opportunities N most
areas of the world due 10 an increase in global flcating
production systems, as well as the tradional Single
Paint Moonng business The dve to exploration in
deeper waters (greater than 1 000 metres), which
require off loading techniques as opposed to pipelne
infrastructure provides a sound basis for the Gall
Thomson business in the short and long term KLAW
contnues to grow as a result of entenng new markets
with success Uiy developed innovative products

Schlegel operates wrrhin the werldwide housing market
which 1s likely to contnue o grow due 1o ncreased
populabons and more single housing requiremants

In adaiton, environmental regulations for energy

conservation, of which seals are an integral part, are
Becoming more and more cntical to developed and
developing countnes Tnese factors should ensure a
growing future

We are very excited about the progress that we are making
with Lupus Cur results are good, backed up by strong
cash generation enabling us to continue our progressive
dwmdend policy The purchase of Schlegel, a leading
pulding products manufacturer, was yet ancther step in
creaurg a successful growing intematioral business
We have a defined strategy, a sound balance shest,
good cperating actvties gengrating casn and an
enthusiastic entrepreneunal management team ambitious
to dnve Lupus Capital ple forward | am confident that
your Board has the nght platform to deliver further value
for shareholders

Record order books, compnsing both manne and
indusinal breakaway couplings, at Gall Thomscn and
further coportunizs for new products for KLAW together
with a full contnbution from the global activities of
Schlegel, enable us to enter 2007 with optimism

We lock forward to another year of growth and
development of Lupus Capttal plc

Greg Hutchings
Charman
18 March 2007
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Business review

The duties of all your directors include promoting the
success of Lupus Capital ple and your non-executive
directors provide general counsel and a different
perspective on matters of concem The purpose of this
Business Review 1s to inform sharehoiders and to help
them assess how the directors have performed ther
duty to promote the success of the company

Wa have structured the Business Review to provide an
overview of business peromance and financial position,
a descnpiion of the prncipal nsks and how we are able
to manage them, and to discuss a set of financial and
non-financial Key Performance Indicators (KPis) by which
we measura and manage the business

Business Performance and Financial Position
Group sales, ncluding Schlegel, were £62 940m

(2005 £7 478m} and pre-tax profits Increased to
£10013m (2005 £2 435m} Reported eamings per
share jumped to 1 233p {2005 0 593p) The figures for
the penod are not directly comparable as they include
the effect of a major acqu sition dunng 2006

Net debt at 31 December 2006 was £23 3m whchis
lower than forecast — we have generated more cash from
operatons than expected and have used this to reduce
net dett anead of schedule Cur liquidity 1s good and
we are in a strong pesition to consider opportunites as
they anse

A growng dwvdend 1S one of our ehjectives We are
recommending a final dwdend for 2006 of O 334p
(2004 0 278p) This, together with the special intanm
ddend of O 114p per Ordinary Share in respect of the
quarter ending 31 March 2006 and the further intenm
dvidend of 0 049 for the first half of 2006, will make a
total dwdend for the 2006 year of 0 497p up 21% from
the 0 410p pad in the 2005 year

Gall Thomson Ervironmental which operates prmanly In
the il and gas sectar, has had its best year yet tealing
2006 in sales, protts, cash generation and also retum
on capital employed Sales increased to £9 314m
(2005 £7 479m) and one significant new customer was
won in the Middle East Cperating profit was £3 445m
(2005 £3 086m)

The ning-monith conmbuucn from Schiegel has been
posiive  The manageTent has responded well both 1o
the change of owrership and to the new direction

Key Performance Indicators

2008 2006
Adusted* prom cefore tax (0001 10,013 3,178
Dvigendis declareo {p) 0497 0410
Earnings per share {p) 1233 0595

20N5 adisted for addback of goadhwil aromsation

Principal Risks and Uncertainties
The decline In the US housing market has been reflectadt in
Schiegal sdes, however we have taken acton at Schiegel

in the US to mitgate this by adjusting staff numbers,
terms of recrutment for new staff and shift patterns

We will continue to be alert to the need to manage our
resources in a flexible way also to take advantage in any
market uptum Our manne couphng business 1s usually
not affscted by o pnces  However we think we are at nsk
to some extent from the current high levels, where if
there 15 a fall, there coukd be a reducton n demand for
our products In 2006 we have seen strong ol pnces
encouraging of field development and the purchase of
our specialst valves We recently saw some geod
orders from a new customer in the Middle East We have
recruted additonal staff to tahe advantage of the strong
ol & gas sector

As wa grow rapidly, nsks associated with foragn exchange
interest rates and raw matenal pnces all ncrease 1 1s
recognised by the board that appropnate levels of human
and systermns resources are required to help counteract any
increase 1n nsk We have plans to formalise nsk
managemeant i these and other areas - ses KPS below

Key Performance Indicators

Hawving acquired Schiegel in Apnl 2006 1t & Important
that we adjust our KPls and upgrade our ntemat
systems to ensble us t¢ monitor performance and
contrcl the businesses

In just over 12 months Lupus has changed from a small
proftable engneenng business with 33 staff to an
intemational company with annualised sales of
appronmately £80m and over 650 staff We are therefore
reassessing our KPls which will evolve as our business
develops Our KPIs will be part of an ongoing process
of updating our business pnonties, our performance and
nsk measures and also our persoral objectves

Retng only on histoncal financial performance can hide
the real 1Issues in any busness Our KPIs will be both
fimancial and ron-fnarciel There are & number of
non-financial KPls, which are imporiant to the directors
In developng the business

* We have undertaken productivity benchmarking at
different sites ~ this has resulted in an mprovernent in
output per hour and scrap rates

We am to formalise our approach to assess ng nsk in
all functional areas {eg operatons, finance, people, and
informnaiion technology) and will assess the [kelihood
and possible business impact of thase nsks
Responsibiities will be assigned to each key area and
we will be formalising how aporopnate rsk management
informnation will be collected and reported

Relocating staff into cne oifice has improved the
maorale at KLAW Acnievement of this non-financial
KPl was important The new product develcpment
team has had successas with a new cryogenic
product and its reputation in the chemical sector
15 building

Group sales, Including
Schlegef, were £62 840m
(2005 £7 478m) and
pre-tax profits ncreased to
£10013m (2005 £2 435m)
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Directors and advisers

Executives

Greg Hutchings

Executive Chairman

Greg Hutchings (aged 60} became a drector and
Executve Chaiman immediately following the Extracrdinary
General Meeting on 16 February 2004, In accordance
with the propesals set out in the circular to shareholders
dated 21 January 2004

Mr Hutchings Joned Tomlans plc in 1883 and hekd the
nost of Chief Executve or Chaimman from January 1984
until he stepped down in October 2000 Over the
sixteen year penod 10 30 Apnl 2000 Tomkins plc

annual profit before tax and exceptional tems rose from
£1 6 milion to £473 6 millon with uninterupted growth,
year on year, In eamings per share Compound growth
N earmings per share over this penod was around 26
per cent per annum and compound growth of dividends
per shara was over 24 per cent per annum In the year
to 30 Apnl 2000 Tomkins plc eamings per share and
dwmdends increased by 15 per cent

Demis Muthall

Executive Director

Denis Mulhall (aged 55) was appointed a drrector on

23 February 2004 From 1988 to 1983 Mr Mulhall
worked alongside Mr Mutchings at Tomkins plc He left
Tomkins ple to join Bensford ple, frstly as Chief Financial
Officer and then Chief Operating Officer, seeing the
transformation of the company from a shell to a market
capitalsation of £700 millon Recently he was Chief
Financial Officer at Oxford GlycoSciences Flo

Non-executives

Frederic Hoad

Non-executive Director

Fredenc Hoad (aged 67) ts currently a non-executve
director of a number of private comparies and Aviva plc
subsidanes Before nis retirement in 1996, he spent
28 years at Commercial Union, where, amongst a
numbsr of senor posttions, he was head of Comporate
Finance, head of Cverseas Divsion Finance and head
of Prvate Equity Investment

Michael Jackson

Non-executive Director

Michael Jackson (aged 567) has a degree in Law from
Cambndge Uriversity and 1s an FCA He was charman
of Sage Group plc untl 2006, having been a director
since 1983 He 18 a director of a number of comparues,
mcluding Blderstrest Investrments, Planit Holdngs,
Computer Software Group, Netstore and MediaSurface
ard 1s the non-executive charman of Party Gaming plc

Roland Tate

Non-executive Director

Rotand Tate {aged 50) 1s a direc or of Tiger Corporate
Finance, based n Newcastle Aftor a penod working in
the ol and gas sector, he spent eight years as an
exacuuve and director at three prvate equsty investment
organsations and was apponted a non-executive
director of several venture capital backed businesses
In 1897 he became a comorate firancier, working first
at PneewaterhouseCoopers, then KPMG and
subsequently RMT, as a Corporate Finance Director,
ganng considerable expenencs n mergers ard
acqusitions He s a Fellow of the Secunties and
Irvestments institute

Secretary Registrar
Cavendish Administration Limited Capita IRG Plc

The Registry
Company number 34 Beckenharm Road
2806007 Beckenham

Kent, BR3 4TU

Registered office
Crusader House
145-157 St John Street
London, EC1V 4RU

HSBC Bank plc
8 Canadla Squam

London, E14 5HG

Auditors

Grant Thomton UK LLP
Grant Thormnton House
Melton Street

London, NW1 2EP

Website

Nomnated adviser and broker

www lupuscapial co uk
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Directors’ report

The directors present ther annual report and the Group
acceunts for the year ended 31 December 2006

Review of the business

Pnncipal activities

The Company 1 & holding company The principal
actvties of 1ts man eperating subsidiaries are the
manufacture, supply and distnbution of bulding
products and of goods and services to the of and gas
industnes The Company's strategy 15 10 build
shareholder velue through the acquisition of businesses
with potential for development and the appl cation of
proven management skils and systems

Future developments

The statement by the Charman set out on pages 2 w0 4
contains detads of the progress of the Group dunng the
year together with an indication of future developments

Results and dividends

The Grougp profit for the year after taxaton amounted to
£6,408,000 (2005 £1,410,000) The drectors are
recommending the payment of a final dwvidend of

0 334p per share (2005 C 278p per share} absorbing
£2 050,000 (2005 £661,000) This recommended
dvdend 1s not reflacted in tne financial statemenis I
approved by shareholders, *he final divdend will be pad on
23 May 2007 to shareholders on the regster at @ March
2007 The aggregate ordinary dividend for the year
amounts 1o 0 497p per share (2005 0 410p per share}

The Board

The directors listed on page 6 have held office dunng
the last financial year and in the subsecuent panod to
the date of this report, all held offce throughout the
penad, with the exception of Mr Jackson, who was
appainted by the Board on 17 Novemoer 2006

Except for ther shareholdings, the non-executve
directors are entirely ndspenden. There were no
contracts subgisting dunng ¢r a* the end of the year
in which a direcier was or 1s matenally interested

The Company mantans a policy of nsurance aganst
directors’ and officers’ labiltes

A descnotion of the Board s method of operation, its
work dunng the year and that of its commiitees, I1s given
in the report on Corporate Govemarce on pages 9

tc 10

Re-election of directors
Mr Hutchings and Mr Muthall retire by rotation and,
being elg ble, will seek re-election

Mr Jackson, having been apponted by the directors
since the last general meeting, 1s sub,ect to re-election
by shareholdars and, being eligble, will seek re-election

Directors’ interests
The directors’ interests in the share capital, bensficially
held, of the Company were as follows

31 December 2006 31 DaceTber 2005

Ordinary shares Orcinary Shares
Greg Hulchings 26,766,666 23,750 002
Denis Mulhall 4,750,000 2,800 000
Fredenc Hoao 533,333 325,000
Mcnael Jackson 858,730 _
Rolana Tate 596,417 160 348

In adcition, Mr Hutchings has nen-beneficial interests in
2,800,000 shares

The trustees of the Lupus Emplcyee Share Ownership
Trust {*the lesot’) holg 63,385,676 shares under the
employea mcentve amangements descnbed n the
croular dated 21 January 2004 ana approved by
shareholders on 16 February 2004 Of these,
47,639,257 were aliotted on 26 March 2004 and have
been allocated for the benefit of the famly of Greg
Hutchings, Executive Chaimnan of the Company The
remaning 15,846,419 ware purchased and allctted on
4 Apnt 2006

Other matters

Auditors

In accordance with section 385 of the Companies
Act 1885 an ordinary resolution to re-appont Grani
Thomton UK LLP as auditors will be proposed at the
Annual General Meeting, this 1s item six i the Notice
of Maeting
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Directors report

continuea

Substantial shareholders

In addtion to the holdings of certain of the directors and
of the lesot descnbed above, at the la‘est practicable
date before publication of this report the Company had
been notfied cf, or had (dentified, the following direct or
indirect interests compnsing 3% or more of its 1Issued
share capital

Orcinary shares k]
Cazenove Equity Income 41,621234 87
Schroder Asset Management 35714285 58
F & C Asset Managemeri 35633432 58
Unicorn Asset Managerment 35623433 58
Framington Grouc 31,225,080 51
Invesco Asset Management 270502686 44
Polar Caprizl 23,571,428 38

Equity Partne-ship Investment Cormpany 22 800,000 37
Arternis UK Smaller Cornpanies Fund 20 000,000 32

Creditors payment policy

Group operating companies are responsible for agresmy
the terms and conditions under which business
transactons with therr suppliers are conducted Itis
Group policy that payments to suppliers are made

in accordance with all refevant terms and condiions
Crediter days for the Group have been calculated at

34 days

Safety, health and the environment

The Board recogrises that the highest standards In
safety, health and environmentat issues are an essental
part of sound business practice The Board s
committed to mproving tne impact on the environment
from any of s operations and to ncorporating the
prnciples of sustanable developmert

Going concern

After making enguings the directors have a reasonable
expectation that the Group has adequate resources to
continue n operational existence for the foraseeable
fuiure and accordingly they have adepted the gong
concam basis (i prepanng the accounts

By order of tne Beard
Cavendish Administration Limited

Company Secretary
18 March 2007

T A
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Corporate governance

The drrectors acknowledge the importance of the Principles
set aut in the Combined Code, as 1ssued in revised
form in 2003 by the Financial Reporting Council, and
have put n place a framewaork for corporate govemance
which it belleves 1s appropnate for the Company

The Company, being quoted on AIM, 1s not reguired 10
comply with the provisions of the Combined Code, but
has chosen to make the following voluntary disclosures

The Board

Board composition

The Board compnses two exacutve and three non-
executive directors Mr Hutchings was agpointed
Executeve Chaiman on 16 February 2004 and

Mr Mulhalf has served as an e<ecutve drector since
23 February 2004 Mr Hoad and Mr Tate have served
as non-executive directors since November 2002

Mr Jackson joned the Board as a non-executve
director on 17 Novermber 2006 Mr Hoad I1s the senior
nonN-execurive arector

Both Mr Hutchings and Mr Mulhal are engaged full-tme
on the Company's business and have no outside
nterests that confl ot with therr responsibiles o the
Company Mr Hutchings s a govemor of tha Museum
of Londen Mr Muthall 1s non-executive chaman of
RingProp plc Al non-executive directers are Independant

How the Beoard operates

The Board meets regularty and 1s responsible for
strategy. performance ana the iramework of intermal
controls The Beard has a formal schedule of matters
speciically reserved to it for decision Responsibiity

for the aay-to-day operational managerment of Gall
Thomson Environmental Lirmited and the Schiegel
companies 1s delegatea to the directors of those
companies To ensble the Board to discharge its duties,
all directors receve appropnate and tmely information
The Company Secratary distnbutes brefing papers to &l
drectors in advance of Board mestings Alt directors
have access to the adwice and seraces of the corporate
Compeany Secre*ary, which 1s responsible for ensuning that
Board procedures are followed and that appl cable rules
and regulations are complied with The appontment and
removal of the Company Secretary s a matier for the
Board as a whole In addition, procedures ara in place to
enable the directors to obtan iIndependent professional
adwvice in the futherance of therr duties, if necessary, at
the Company's expense

Board meetings

Dunng the year ended 31 Decermber 2008, there were
five meestings of the Board Participation in the mestings
was as follows Mr Hoad, four meetings, Mr Tate, four
meetings, Mr Hutchings, five mest ngs, Mr Mulhall, five
meetings, Mr Jackson, who joned the board in
Novermber, attended one mesting

Re-election of directors

All directors are subject to re-election by the shareholders
at Annual General Meetings at a maximum interval of
three years The Articles of Association prowda that
drectors appoirted by the Board will be subject to
re-election at the first AGM thereafter

Remuneration
A report on directors’ remunerauon s included on pages
111012

Board Commitees

The Beard has formed an Audt and Comorate
Govemance Committee, a Remuneration Committee
and a Nominations Committee, each compnsed of all
ndependent, non-executive drrectors The ex stence of
the committees ensures thal tme 1s allocated on a
formal basis 1o consider relevant 1ssues

Audit and Corporate Governance Committee

The Audit and Corporate Govemnance Commitiee meets
at least twice a year and considers the appaintment and
fees of the external auditors and discussas the scope of
the audt and its findngs The Committes 15 also
responsible for monitonng compliance with accounting
and legal requirernents and for revewing the annual and
intenm financial statements This commitiee 1S chared
by Mr Hoad

Dunng the year ended 31 Decamber 2008 the Committee
held four mestings  Mr Hutchings, Mr Mulhall, Mr Hoad
and Mr Tate each attended all tour meetngs, Mr Jackson
attended the one meeting that took place after hs
appontment

The Audit Committee 2lso reviews any non-audit
sevices provioed by the auditors Such services have
besn, and are, imited io the provision of transachion
support servces, tax complance work and tax advice
The Committee considers that such services can be
provided most efficienthy and economically by the same
fimn as that conducting the audit The Committee 1S
sausfied that the provision of such servces does not in
any way prejudice the obectrty ard indgpendence of
the audtor

Remuneration Committee

The Remuneration Committee considers and approves
the remunaration and benefits {f any} of the drectors
The Committee also determines the remuneration of the
directors of the Schlegel companies, of Gall Thomson
and of the service providers coritracted to perform
executve funcaons for the Group

The membership and work of the Committee dunng tre
year ended 31 December 2006 1s descnbed in detail in
the Directors’ Remuneration Report on pages 111c 12
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Corporate governance

continuec

Nominations Committee

The Nominations Commiitee entifies and nominates
cand dates for tne office of director of the Company

It mests as and when required and 1s chared by

Mr Tate The Committee met once dunng the year
ended 31 December 2008, with ali four directors then
in office pragent

Internal control

The directors acknowledge that they are responsible for
the Group's system of intemal controls and for reviewing
the effectiveness of those controfs The Board, including
the executive directors, reviews the intemal control
framawork on an ongoing bas's

Frocedures have been developed to safeguara assets
aganst unauthcnsed use or disposition and to mantan
proper accounting records to prowde reliable financial
inforration both tor iIntemal use and for publicanon

In accordance with the guidance of the Tumbull
Commiteg on intemal control, the procedures are
regularly reviewed 1n the Ight of an ongoing process to
identify, evaluate and manage the significant nsks faced
by the Company The process has been in place for the
full year under rewew and up o the date of the approval
of the annual report and financial statements

The procedutes are designed to manage rather than
elminate nsk and can only provide reasonable ana

not absolute assurance aganst matenal misstaterment
or loss

Relations with Shareholders

Communications wilh shareholders are given hgh
pronty and there 1s a regular dialogue wath nstitutonal
shareholders

The Board uses the ~nnual Gereral Mesting io
communicate with private and inshtutional nvestors and
welcorres therr paricipation Details of resolutions to be
proposed at the Annual Gereral Meeling on 16 May 2007
can be found in tne Noice of the Meeting on page 37

Tre Company has set up a website www lupuscapital co uk
which shareholders, nvestors and ciher merested partes
may access Tne website permits users to download
ccpes of publshed financial reports, press releases and
Stock Exchange anncuncements

Directors’ responsibilities for the financial
statements

The directors are responsitle for prepanrg the
Annual Report and the financial staternents in
accordance with applicable law and United Kirgdom
Accounting Standards (Uni ed Kingdormn Generally
Accepted Accounting Practice)

Company law requirss the directors to prepare financial
statements for each financial year which give a true and
far view of the state of atfars of the company and of the
profit or loss of the company for that penced in prepanng
these financial statements the directors are required to

* select sutable sccounting policies and then apply
them congistently,

+ make Judgements and estmales that are reasonable
and prudent,

+ state whether appl cable accounting standards have
been followed, subject 10 any matenal departures
aisclosed and explaned in the financial staterments,

* prepare the financial statements on the going concem
basis unless it 1s Inappropnate 1o presume that the
company will continue It business

In s0 far as the directors are aware

» there 1s no relevant audit informaton of which the
company's auditors are unaware, and

¢ the directors have taken all steps that they ought to
have taken to make themselves aware of any relevant
audit information and to estabksh that the audtors are
aware of that nformation

The drrectors are responsible for keeping proper
accountng records that disclose with reasonable
accuracy at any tme the financial posiion of the
company and enable them to ensure that the financial
statements comply with the Companies Act 1885
They are also responsible for safeguarding the assets
of the company and hence for taking reascnable steps
for the orevention and detection of fraud and other
Irregulantes

The arrectors are responsicle for the maintenance and
integnty of the corporate and financial information
included on the company's website Legislation in thre
United Kingdom goverming the preparation and
dissemnation ¢f financial staterrents may differ from
legislation 1n other junsdictions
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Directors’ remuneration report

The Company, being quoted on AIM, 15 not required to comply with the Directors Remuneraticn Report Regulations 2002 or the disclosure
prowsions of Schedule 7A of the Companies Act 1885 and the UKLA Listing Rufes, but has chosen to make the following voluntary disclosures

Remuneration Committee and advisers

As explaned on page 9, the Remuneration Committee of the Board compnses alt indepandent non-executive direciors of the Company It 1s
chared by M- Hoad and 1s rasponsible for determining and reviewing he terms of appontment and the remuneravon of the drrectors of the
Compary

Dunng the year ended 31 December 2006, the Committee met three times Mr Hoad and Mr Tate each attended all three meetings, Mr Jackson
attended one mesting Mr Hutchings was preseni as an coserver at three mestings and Mr Mulhall present as an cbserver at two meegtings

The Remuneration Committee may utiise ndependent acvce when it considers t appropnate No such acvce was taken dunng the year ended
31 December 2006

Remuneration policy
The Comparny's policy 18 1o pay remuneration to directors at a level congstent with therr responsibilities and with the scope of the Group

The Remungration Committes reviewed the remureraton of both the executive and non-executve directors dunng the year ended 31 Decamber
2006 It concluded that the very considerable expansion of the Group's size and activities brought about by the acquisiion of Schlegel made 1t
appropnate to increase the levels of remuneration The decision was aken o Increase the salanes of Mr Hutchings and #r Mulhall to £250,000
per year and £185,000 per year respectively fiom 1 May 2006, ioliowing the completion of the acquisition in Apnd 2006 In addition, bonuses
were awarded of £150,000 to Mr Hutchings and £90,000 to Mr Mulhall upon completion of the acquisition

The 1ees of M1 Hoad and Mr Tate were each rcreased to £21,000 per year from 1 Septermber 2006 Mr Jackson joned the Board on
17 November 2006 and ss entitied to fees of £25,000 per vear

Service Agreements

Under the terms of their service agreements Mr Hutchings and Mr Mulhall are enttied, in addition to therr annual salanes, 1o membership of a
prvate medical expenses arrangement and permanent health insurance cover They arg entitled to partcipate frorm tme to time in any bonus
arrangements the Board may establsh These agreements are terminable cn not less than 12 months' notice by either party

The non-execulive directors have letters of appointment which provide a nobice penod of one month Al drectors are subyect to re-election by
shareholders at a maximum interval of three years

Remuneration
The remuneration payable in respect of the year ended 31 December 2006 was as follows

Total It

Salary/Foos SONS biriits 2006 2006

£ £ T £ ¢

Greg Huichings 216,666 160,000 1,865 368,531 150,837
Denis Mulhal 155,000 90 Co0 1,987 246,987 75,523
Fredenc Hoad 18,750 — — 18,750 18 000
Roland Tate 18 750 — — 18,750 18,000
Michael Jackson 3263 — — 3,263 —
Konrad Legg — — — - 917
Total 412,425 240 000 3,652 656,281 263,277

The fees of Mr Hoad were payable to Hoad & Co (Consultants) Limited, those of Mr Tate were paidd to RMT up ta 21 January 2006 and thereafter
to Tiger Coparaie Finance Limited and those of Mr Jackson 1o Michael Jackson Associates
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Directors’ remuneration report

continued

Payment of remuneration in shares

Mr Jackson and Mr Tate agreed on 17 Novermber 2006 1o take payment of {her fees in shares of the Company The relevant letters of
agreement stated that ther entitternent to fees for the penods of 12 months commencing on 17 November 2006 and 1 November 2006
respectively, being £25,000 and £21,000 respectively, would be satisfied by the issue to them of new ordinary shares in the cormpany, the issus
of such shares satisfed in full the obligation to make payment of the fees due for the penod ending 16 November 2007 and 30 October 2007
respectively, subject to the relevant aricles of association of the Company their servica as directors could only be teminated on 12 months'
notice from edher side ard they agreed to hold the shares issued for at lzast 12 months

Pursuant to these agreemants, 158,730 new ordinary shares were 1ssued to Mr Jackson and 133,333 1 Mr Tate on 17 November 2006, by
reference 10 the closing mid-market pnce of the shares on 16 November 2006

Long term share incentive schemes and bonuses

An incentive schame and an employee berefit trust were put Into place dunng 2004, in order to prowde Incentives for the executve directors and
employees 10 achieve value for shareholders The detalls of these were descnbed in the arcular to shareholders dated 21 January 2004 and
subsequently approved with amendment at Sharenolders General Meeting

The service agreements o the executve directors Include provision ior possible cash bonus scheme arrangemenis  Any such schemes will be
performance-related and the level of performance bonus will be determined by the remuneration committee IN accordance with generally
accepted practce To date, no such arangements have been established

Pensions
Dunng 2008 there were no defined benefit pension entitiements and no pension payments were made in respect of the directors

By order of tre Board
Cavendish Adrmimistration Limited

Company Secretary
18 March 2007

L. add
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Report of the independent auditors
to the members of Lupus Capital plc

We have audited the fnancial statements of Lupus Captal gl for the year ended 31 December 2006, which compnse the consolidated profit
and loss account, the balance sheets, consolidated cash flow statement, statement of recognised gans and losses and the relaled notes 1 to
27 These financial s-atements have been prepared on the basis of the accounting pol cies sat out theren

This report 1z made solely to the Company's members, as a body in accordance with Section 235 of the Companies Act 1985 QOur 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 auditors’ report
and for no other purpose  To the tullest extent parmitted by law, we do not accept or assume responsibiity to anyone cther 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 responsibihities of directors and auditors
The drrectors’ responsibilites for prepanng the Annual Repert and the finangial statements in accordance with United Kingdom law and
Accounting Standards {United Kingdom Generally Accepted Accounting Practice) are set cut iIn the Statement of Directors’ Respensibiies

Our responsitality 18 1o audit the group financial starements in accordancs with relevant legal and regulatory requirements and Intemational
Standards on Auditing (UK and Ireland)

We report to you our opinion as 1o whether the financial statements give a true and far view, whether thay are properly prepared in accordance
with the Companies Act 1985 and whether the informaticn gven in the Directors’ Report 1s conaistent with the financial statements We also
report to you if, In our opinion, the company has not kept proper accounting records, i we have not recenved all the nformation and explanations
we requre for our audt, or if nformation specified by law regarcing directors' remuneration and other transactions s not disclosed

We read oher information cortaned in the Annual Repont, and consider whetrer it 1s consistent with the audited financial staiemeants This other
information compnses only the Drectors' Report, the Charman's Staterent and the Comporate Govemance Statemert We consider the implications
for our report If we become aware of any apparent misstatements or matenal inconsistencies with *he financid staterments  Our responsibikies do
not extend to ary other information

Basis of audit opmnion

e conducted our audit in accordance with Intemational Standards an Auditing (UK ana Ireland) ssued by the Auditing Practices Board An audi
includes exarmination, on a test basis, of evdence relavant to the amounts ard aisclosures in the group financial statements It also Includes an
assassment of the significant estimates and judgments made by the directors in the preparation of the group financial statements and of whether
the accounting policies are appropnate to the group's and company’s crcumstances, consstently apphed and adequately disclosed

We planned and performed our audit so as to obtain &l the iInformation anc explanatiors which we considared necessary in ordar 1o provide us
with sufficient ewdence to give reasonable assurance that the group finencial statements are free from matenal misstatement, whethar caused by
fraud or other uregulanty or error In forming our apinion we also evaluated the cverall adequacy of *he presentation of information in the group
financial statements

Opinion

I our opinion

¢ the financial staternents gve a true and far view o the Group's and Company's affars at 31 December 2006 and of the profit of the
Group for the vear then ended

* the financial statements have been properly prepared In accordance with the Companies Act 1985, and

= the informabon gven in the Directors’ Report 1s congistent wrh the financial staternents ior the year ended 31 December 2006

Grant Thornton UK LLp 70wk Toraton Mk Lt

Chartered Accountants

Registered Auditor
London
18 March 2007
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Consolidated profit and loss account

For the year ended 31 Dacember

2006 206

£'000 £000

Note Restated

Turnover - contnuing 3 9,314 7,479

- acquistions 53,626 —

62,940 7,479

Caost of sales (22,434) (2,213}

Gross profit 40,506 5,266

Administrative expenses

- excluding goodwill amorhisation 3 {28,960) (2.180}
- gooawlll amortisation 3 — {741}
Total adminstrative expenses {28,960} (2,921}

Operating profit - continuing 3 3,445 2,345
- acquisiions 8,101 —

11,546 2,345

Interest recevable and similar income 5 501 316
Intarest payable and similar charges 5] (2,034) {226}

Profit on ordinary activities before taxation 10,013 2,435
Taxation 7 {3,605} {1,025}
Profit on ordinary activities for the year 6,408 1,410
Earnings per share - basic and dilutec 10 1233p 0 593p
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Consolidated balance sheet

As at 31 December

2006 2008
£'000 £000
Nota Festatec
Fixed assets
Intangible assets 1 72,832 9,840
Tangible assets 13 13,123 443
85,955 10,383
Current assets
Stocks and work-in-progress 15 7,396 331
Dekiors 16 15,210 2,965
Deferred tax 16 6,067 —
Cash at bark and in hand 9,738 2,654
38,411 5,850
Creditors amounts falling due within one year 17 {20,237) {1,915)
Net current assets 18,174 4035
Total assets less current llabiities 104,129 14,418
Creditors: amounts fallng due after more than one year 18 (28,995) (21}
Provisions for habiliies 21 {1,868) —
Pension scheme habthty 22 {3,290) —
Net assets 69,976 14,397
Capntal and reserves
Called up share captal 23 3,083 1,788
Share premium account 24 45 —
Merger eserve 24 10,389 10,389
Profit and loss account 24 56,459 2820
Equity shareholders' funds 69,976 14,397
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Company balance sheet

As at 31 December

2006 2UCh
Note £'000 £000
Fixed assets
Investments 14 74,100 25,100
74,100 25100
Current assets
Deblors 16 1,601 5
Cash at bank and in hand 5,270 5,058
6,871 5,064
Creditors' amounts falling due within one year 17 {4,035) {3.718)
Net current assets 2,836 1,346
Total assets less current habilities 76,936 26,448
Creditors amounts falling due after more than one year 18 {7,876} {7.878)
Net assets 69,060 18,570
Capital and reserves
Called up share capital 23 3,083 1,188
Share premium account 24 45 —
Merger reserve 24 8,920 8,920
Profit and loss account 24 57,012 8,462
Equity shareholders' funds 69,060 18,5670

The financial statements were approved by the Board on 18 March 2007

Greg Hutchings
Charrman

Denis Muihall M N

Director
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Consolidated cash flow statement

For the year ended 31 December

2006 U0
Nota £'000 2000
Cash inflow from operating activities 16,926 2,764
Interest receved 501 3186
Interest pad (2,034} {226}
Cash (outiow)/inflow from the servicing of finance (1,533} g0
Tax paid (2,050} (808)
Investing activities
Acquisition, net of cash acquired {47,408}
Schlegst debt repaid upon acguisition (40,281}
Property plant and equipment (964} {105)
Net cash outflow from investing activities {88,653) {105)
Equity dwvdends pad (1,234) {941
Net cash (outflow)/inflow before financing {76,544} 1,002
Financing
lssue of shares, net of costs 51,653 —
Capital element of finance leases {112) 3
Bank loan, net of costs 34,734 —_
Repayment of iong term loans {2,500} —
Net cash from financing activities 83,775 3
Increase in cash 26 7.2 1.008
Cash flows from operating activittes
Operating profit 11,546 2,345
Depreciation 1,669 58
Amortisation of goodwill _ 741
Movement In Inventonss 1,698 {80
Movernent in recewvables 1,394 642)
Movement I payables 619 342

16,926 2,764
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Consolidated statement of recognised gains and losses

For the year enced 31 December

2006 2005

£'000 £000

Restaed

Profit for the financial year 6,408 1,410
Translaton difference {1,651) —
Actuanal gan 622 —
Deferred tax {219) —
Total recognised gans for the year 5,160 1,410

Consolidated statement of movement in shareholders’ funds

For the year ended 31 December

2006 2005

£'000 000

Total recognised gains for the year 5,160 1,410
Dwidends pad on ordinary shares {1,234) (941)
3,926 468

Shares 1ssuea nat of costs 51,653 —
Opening sharehalders' funds 14,397 13,928

Closing shareholders' funds 69,976 14,397




1 9 LUPUS CADTIAL

Annual report ard Accounts 2008

Notes to the Group accounts

12

1.3

14

1.5

16

1.7

1.8

Accounting policies
Going concern basis
The financial statemsants have been prepared on the going concem basis

Accounting convention
The financial statements have been prepared in accordance with appl cable UK accounting standards (UK GAAP) under the histoncal
cost convention

The consolidated financial statements delivered to shareholders for the year ended 31 December 2005 were prepared in accordance with
international Financial Reparting Standards (FRS) UK GAAP difters in some respects from IFRS The relevant difference 18 as follows

Under IFRS, the reguirernent to amorise goodwill was replaced by an impairment review of the value of the Company's investments

The drectors conducted an imparmant review and concluded that the value at which Gall Thomson Environmental Limited (Gall Thomson)
was stated in the Company’s balance sheet at 1 January 2004 and the value at which KLAW Products Limited was stated in the balance
sheet of Gall Themson at 1 January 2004 were not greater than the realisable values of those investments Therefore the cammyng value of
goodwill under IFRS was the value as at 1 January 2004 and no further provision was maoe against that velue

Under UK GAAR, the Board considared the useful economic ife of goodwalt and concluded that the goodwill has an indefinte usefu Ife and
resolved that amortisation should be discontnued under UK GAAR with effect frem 1 January 2006

Tre accounung policies set out below are not significantly changed from those used under IFRS In ihe pror year except as identified below

Basis of consolidation

The Gro.p financial staterments consolidate those of the Company and its subsidiary undertalangs {see note 14) drawn up to 31 December
each year, using the acquisiton method of accounting The results of subsidiary undertakings are ncluded from the date of acquisition to
the date of ther disposal

Goodwll

Gooawill ansing from an acquesiton of a subsidiary undertalang 1s the difference between the far value of the consideration paid and far
value of the identfiable assets and labiltes acquired | 1s caprtalsed and camed at unamortised cost and subject fo an annual mpairment
revew

Investments
Investments In subsidianes are stated at cost less any provision for any pemranent diminution n value

Turnover
Tumover represents the value of work completed, and amounts recervable for goods and services provided e customers dunng the year
net of VAT and other sales related taxes Tumnaover 1S recognised on customer acceptance of goods

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less depreciation Depreciation 18 provided on all assets except freehold land &t rates calcdated to
write off the cost less estimated reskdual value of each asset on a straight-lne basis over its expected usefd Ife at the following annual rates

Freenold buldirgs 2%
Leasebald improvemen's 25%
Fixtures, fittngs and equipment 15% to 25%
Plant and machinery 7 5% to 35%
Motar vehicles 20% to 26%

The camang values of tangible fixed assets are reviewed for impaiment perodically if events or changes in orcumistances indicate that the
camyng value may nct be recoverable

Leasing
Where the group enters into a lease that transfers substantially all the nsks and rewards of ownarship of an asset to the lessee, the lease 18
treated as a finance lease The asset 1s recorded in the balance shest as a tangible fixed asset at the present value of the minmum lease
payments and 13 depreciatea over the shorter of the lease term and the asset's useful ecenomic ife Future instalments under such leases,
net of finance cnarges, are ncluded In creditors Rentals payagle are apportoned between the finance element which 1s charged tc the
profit and Igss account at a constant rate of charge on the balance of capital repayments culstanding and the capital element which
reduces the cutstanding obligation

Rertals payable under operating leases are charged to the profit and loss account on a straght-line basis over the lease term
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Notes to the Group accounts

18 Stocks and work-in-progress
Stocks and work-in-progress are valued at the lower of cost and net realisaple value Cost 1s determned on a purchase cost basis
Work-in-progress includes matenals and lacour costs and an appropnate proportion of overheads mourred on uncompleted contracts at
the year end

110 Pensions
Defined contnbution pension scheme
The Group operates defined contmbution pension schemes within Gall Thomzon Environmental Limited and Schlegel Bulding Products and
contnbutions are charged 1o the profit and loss account as incurred

Defined benefit pension scheme

Addtionally, within Schlegel Bulding Products, defined benefit pension amangements exst Scheme assets are measured at far values
Scheme babilites are measured on an actuanal basis using the proected unit method and ara discounted at appropnate high qualty
corporate bond rates  The net surplus or deficit, adjusted for defemed tax, 1s presented separately from other net assets on the balance
sheet A ret suplus s recognised only to the extent that t is recoverable by the group

The current service cost and costs from setflements and curtalments are chargad against operating proft Past service costs are spread
over the pencd until the benefit increases vest Interest on the scheme liabilities and the expected re'um on schame assets are includad net
iy other finance costs Actuanal gains and icsses are repoited In the statement of t&tal recognised gains and losses

1.11 Deferred taxation
Deferred taxation 1s recognised in raspect of all imng differences that have onginated but not reversed at the balance sheet date whers
transactons or avents have occurred at that date that will result In an oblgauon to pay mora, or nght to pay less or to receve more tax, with
the following exceptions

Provis on 18 made for tax on gans ansing from the revaluation (ana similar fair value adjusiments) of fixed assets, or gains on disposal of
fixed assets that have been rolled over nto replacement assets, only 10 the extent that, at the balance sheet date, there 1s a binding
agreement 1o dispose of the assels concemed However, no provision 18 made where, on the bases of all avalable ewdence at the balance
sheet date, 1 18 more Tkely than not that the taxable gam will be rolled over into replacement assets and charged to tax only where the
replacement assets are sold

Deferred tax assets are recogrised only to the extent that the directors consider that 1t 1s more Iikely than not that there will be suttable
taxable profits rom which the future reversal of tne underving timeng differences can be deducted

Defarrad tax 15 measured on an undiscounted basis at the tax rates that are expected to apply in the penods N which ting differences
reverse, based on iax rates and laws enacted or substantively enacied at \he talance sheet date

112 Foreign currencies
Transactions in foreign curencies are recorded at the rate ruling at the date of the transaction Moenetary assets and liabilites denominated
in foreign cumencies are retranslated at the rate of excniangs nuling at the balance sheet date Al differences are taken to the profit and loss
account Forward foreign currency contracTs are recogn sed at the exchange rate prevaiing at the time of secunng the contract

The results of overseas companigs are translated Into stering at the average rates dunng the penod and the balance sheets at the rate
ruling at the balance sheet date Exchange differences on bomowings used Lo finance the group's investment N overseas operations are
reperied N the statement of gans and losses

1.13 Financial instruments
Financial assets and labilities are recogrised on the Group s balancae sheet wrien the Group becomes a party to the contractual provisions
of the instrument  Financial labilites and equity iInstruments are classified according to the substance of the contractual arangements
entered Into

Trade recevabies are stated at ther nominzt value as reduced by appropnate allowances for esimated imecoveracle amounts  Trade payables
are stated at their nominat amount

1.14 Share-based payments
All share-based payment amangements are recognisea in the financial statements The group operates an equity-ssttled share-nased
payment plan for remuneration of s employees All employee seraces recenved in exchange for the gramt of any share-based paymrent are
measured at ther far values Al share-based payments are ulimately recognised as an expense 1n profit or loss with a corresponding
credit to the profit and loss reserve, net of deferred tax where applicable
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Reconciliation between IFRS and UK GAAP

The restatements required by the changes in the basis of preparation from IFRS to UK GAAP as set out in note 1 above, are as follows

{a} Profit after taxation

Yoar ended

31 December 2005

£ 000

Profit for the financial year, as previously stated under IFRS 2,151
Amortisation of goodwill (741)
As reported under UK GAAP 1,410

{b) Net assets
At 1 January 2008 At 1 January 2005
£'000 £000
Opening net assets, as previously stated under IFRS 15,878 14,668
Amaortisation of goodwill (1,481} (740)
As reported under UK GAAP 14,397 13,628
3 Turnover and operating profit
2006 2005
£'000 £000
Sales 62,835 7,479
Cther operating income 105 —
Cost of sales (22,434) (2,213}
Gross profit 40,506 5,266
Adm nistrative expenses {28,960) (2,921}
Operatng profit 11,546 2,345
Add back goodwil amortisation — 741
Operating profit before goodwill amortisation 11,546 3,086
Turnover by destination
United Kingdom 8,616 990
Other European courtnes 22,376 3,839
Amencas 24,465 1,291
Rest of the World 7,378 1,359
Totat 62,835 7,479
Operating profit 1s stated after charging
Depreciation of tangble assets - owned assets 1,623 57
Depreciaton of leased assets 456 1
Arnorisation of gocdwail - 741
Operating lease rentals - land and bulaings 046 86
Fees payable to the company's auditors for the audit of the group accounts 66 26
Feas payable to the company's auditors or ther associates for other services
- audit of the company's subsicdianes 121 10
- 1ax, general advice and corporate finance services 187 14
Foreign exchange{oroft)/loss (56) {39
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3. Turnover and operating profit contnued

Segmental analysis

ACGUStONs Continung
Schiegel L upus Group
(S rnonths) (12 months} Tod
£000 £000 £000
Revenue 53,626 9,314 62,940
Cost of sadles (18,602 (2,832) {22,434}
Gross profit 34,024 3,482 40,508
Administrative expenses (25,923} {3.037) (28,960}
Operating proft 8,101 3,445 11,546
Net assets 48,844 21,132 68,976
Employees
Number of employees
The average monthly number of employees (including drectors) of the Group dunng the financial year was
2006 2005
Number Number
Adrrinistraton N 15
Sales 70 —
Operations 837 18
688 33
Employment costs
Employment cos*s of these employees dunng the year were as follows
2006 2005
£'000 £'000
Wages, salanes and invoiced fees 14,878 1,665
Social Security costs 1,809 162
Other pension costs 395 85
17,082 1.842

The Group made no contnbuticns towards the personal pensicn arangements of drectors or employees in the year ended 31 December

2006 Contnbutions to pensiaon schemes for employees of Group subsichancs are further descnbed In note 22

Remuneration
The remuneration payable In respect of the year ended 31 December 2008 was as follows

Total Towad
Salary/Fees Bonus Benefits 2006 2005

3 3 © € e

Greg Hutchings 216,668 150,000 1,865 368,531 150,837
Denis Muthall 155,000 30,000 1,987 246,987 75,823
Fredenc Hoad 18,750 — —_ 18,750 18,000
Roland Tate 18,750 — — 18,750 18,000
Michael Jackson 3,263 — — 3,263 —
Korrad Legg — — — - 9i7
Total 412 423 240,000 3,862 656,281 263,277

The fees of Mr Hoad were payable to Hoad & Co (Consultants) Limited, those of Mr Tate were paid (o RMT up to 21 January 2005 and

theraafter to Tiger Corporate Finance Limited and those of Mr Jackson to Mchael Jackson Associates
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Interest recevable and similar income

2008 2005
£1000 £000
Bank interest recevatie 501 316
Interest payable and similar charges
2006 2006
£'000 £000
Cn bank loans and overcrafts 1,862 78
Cn finance leases 172 148
2,034 226
Taxation
a) Analysis of the tax charge in the year
2008 2006
£'000 £000
Taxation based on the result for the year
UK Corporaton tax on profits {or the year 1,061 1,006
Adustment in respect of pror year (1) —
COverseas tax 1,522 —
Total current tax 2,582 1,006
Defarrad tax 974 —_—
Other tems 49 19
Total for the period 3,605 1,025
) Factors affecting the tax charge n the year
Tre tax assessed for the year differs from the standard rate of 1ax n the UK (30%) The differerces ars explained below
2008 2005
£'000 £000
Profit/(loss) on orainary activites before taxaton 10,013 2,435
Rate of corporation tax in the UK of 30% (2003 30%) 3,004 731
Effects of
Expenses not deductible for tax purposes 6
Paor year adjustment {1)
Overseas «ax rates 117
Timing difference on goodwall eligible for tax relisf (519)
Goodwill amcrtisation - 210
Other tems - 53
Capital allowances in advance of depreciation (25) 12
Current tax for the year 2,582 1,006
¢) Factors that may afiect future tax charges
A deferred tax asset has been recogrised as follows
2008 2008
L1000 £O00
Opering batance {19) —
Acquisiion (384) —_
Far value adustments 7,693 —
Charge 1o profit and loss account {974) (19}
Charge 10 recognised gans and losses {219) —
Transfer to curent (30 —
Balance at 31 December 2006 6,067 (19}
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10.

Taxation contnuec
The deferred tax asset at 31 December 2006 1s made up as follows

Da'emed De'ered Asset Deferrad
Asset pension Liabity To
£000 £000 E000 £000
Opening balance — — {19) {19}
Acguisiion 164 — {548) {384)
Far value adjustments 5,645 2,048 — 7,693
Charge to profit ana loss account {483} (522 31 (974)
Charge to recognised gains and losses (20) (218} 17 (218)
Transfer to current (31) — 1 {30)
5,275 1,310 (518} 6,067

The deferred tax balarce and movemnerts in 2005 were entirely on the habilty account

The amounts of deferred tax not recognised are as follows

2006 2005

£000 Con

Tax losses 1,558 1,558
Capital losses 2,028 2,028
3,586 3,586

There are estrmated tax losses of £11,954,000 (2005 £11,854,000) within the Group, comprising capital losses of £6, 760,000 and other
tax losses of £5,164,000 As the future use of these losses is unceran, In accordance with tre Group's accounting pol oy no deferred tax
asset has been recognised in respect of them

Profit attnibutable to the members of the parent company
As permitted by section 230 of the Companies Act 1985, the parent company's profit and Ioss account has not been Included N these
accounts The profi dealt with in the accounts of the parent company was £71,000 (2005 £839 000

Dividends
2006 2005
£1000 £000
Dnadends reflecied in the finarcial statements
Final dvdend for the year 2005 at O 27Ep per share (2004 0 264p) 661 B27
Intenm dwvidends at O 114p per share and 0 048p per share (2005 0 132p) 573 314
1,234 941
Dmadend not reflected in the firancial statements
Proposed final dwvidend for the year 2006 at O 334p per share {2005 0 278p) 2,059 661

Earnings per share
The calculation of basic eamings per share 1s based on the profit after taxation for the financial vear and on the weighted average numoer of
shares In 1ssue dunng the year of 518,845 797 ordnary shares of 0 5p (2005 weighted average 237 GO6,286}
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11. Intangible fixed assets
Intangible fixed assets compnse goodwill ansng on conselidation of Gall Thomson Envirenmental and the Schlegel companies

Goodwill arising
on consclidation

£'000
Cost
At 1 January 2006 14,383
Acquisiion of Schlegel (see note 12) 62,892
At 31 December 2006 77,285
Amortisation
At 1 January 2006 — as previously stated 2,972
Restaternent {see note 2) 1,481
As restated 4,453
Charge for the year -
At 31 December 2006 4,453
Net book value
At 31 December 2006 72,832
At 1 January 2006 9,940

The directors have assessed tre expected useful life of goodwill ansing on the acquisiton of the Schlegel business and re-assessed the
useful Iife of goodwill ansing from the pnor penod acquisiion of Gall Themson In both instances they consider the goodwill has an indsfinde
useful lfe and should not be amortised They have performed impaiment reviews to affirm this - the Schiegel business baing an enterpnse
that has exsted for many ysars using In house proven technologies and manufactunng methods to service customers and Gall Thomson
pre eminent in s field of expertise

This 1s a departure from the Companes Act 1985, paragraph 21 o Schedule 4, for the over-nding purpose of gvrg a true and fair view of
the Group's results for the reasons outlined above
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12. Acquisttion of subsidiary
The acquisiion of the business of the Schieget Bulding Products division was completed on 4 Aprt 2006 The acquisition was funded by
the raisng of £53 millon by way of a placing and open offer of 378,571,428 ordinary shares in Lupus at an issue pnee of 14p per share
and by a new debt tacility compnsing a term loan of £35,000,000, and a mutticurency revolang loan faciity of £10,000,000 In order to
process the acquisiion, a new subsidiary of the Company, Schlegel Acguisition Holdings Limited {SAH), was formed and the relevant
business was brought together within SAH

Based on its tracing dunng the nine months ended on 31 December 2008, SAH contnbuted a consoldated net profit of £3,894,000 to the
consoldated net profit of the year

The acguisition of SAH had the following effect on the Group's assets and habilties

Faur vchae Proasonal
Book vahua adustmends Far Va.es
£000 £000 £000

Net habilities acquired:
Fixed assels 14,466 {138) 14,328
Stocks 10501 (1.065) 9,436
Debtors 14,518 {64) 14,454
Deferred tax asset o 7.857 7857
Cash at bank 786 0 786
Creditors dug within one year 561,216} (2,047) (53.263)
Creditors after one year {578) 0 (578
Provisions 0 {2,029) (2,029)
Deferred tax {508} {42) {548}
Pensicns 6,141) 0 (5.141)
(17.170) 2,472 {(14,6€8)

Net cash paid:

Cash 44,662
Acquisiion costs 3,532
Lass cash acquired (786)
Net cash 47,408

Goodwill on acquisition
Nat lzbilties acquired 14,698
Cash purchase 44,662
Acquisition costs 3,632
62,892

In the last full inancial year ended 31 Cecember 2005, the Schlegel business had sales of £69,283,000 and a pre-tax profit of £3 801,000

far values have been assessed cn a provisional basis pending finalisation of the ratonalisation of group accounting procedures, which
cover a number of dfferent reporting regimes throughout the word

The adjustment against stock recognises a number of obsolete and slow moving iiems aganst which the directors considered there was
inadequate provsion Credtors have been increased to account for estimates for omitted labilties and for commitments made by the
vendor company whch had not been provded for at acquisiion Prowisions have been made for re-structunng plans that ensted at
acquisition and for lease cbligations that are cnerous 10 the group  Defered tax has been prowvided on all of the above, as applicanle,
and on purchased goodwill where a tax benefit will he chtaned aganst future taxable profits
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Tangtble fixed assets
Group

Freehold
1 and andd Fant anct Motor
mach vetwilos Toul
£ [ £000
Cost
At 1 January 2006 202 477 1" 780
Acquistion of subsidiary 1,792 12,536 — 14,328
Addiions 170 879 15 1,064
Disposals — (113) 8) (121)
Exchange movements 80 {898) — (978)
At 31 December 2006 2,174 12,881 18 15,073
Depreciation
At 1 January 2008 45 284 8 337
Charge for the year g4 1,581 4 1,669
Disposals —— (12) {7 {19)
Exchange movements 2 (35) —_ {37)
At 31 December 2006 127 1,818 5 1,950
Net book value
At 31 December 2006 2,047 11,063 13 13,123
At 1 January 2006 247 183 3 443
Included within plant and machinery are assets held undsr finance leases with a net book valua of £688,000 (2005 £nily
Depreciation charged on those assets dunng the year was £45,000 {2005 £nil)
Fixed asset investments
Company
Investments in
subsidlaries
£000
Cost
At 1 January 2006 25,711
Additicns 49,000
74,711
Provisions
At 1 January 2006 and 31 December 2006 611
Net book value
At 31 December 2006 74,100
Al 1 January 2006 25,100

In the opinicn of the direciors, the aggregate value of tha Company’s investme s In subsidiary undertakings 1s not less than the amaount

ircluded in the batance shest
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14, Fixed asset investments contirued
Investments in subsidiaries

Details of the pnncipal subsichanes of the Group are as follows Except where otherwise indicated, they are wholly owned, incomoratad and

cperate n England

Naturs of business

Gall Thomsen Environmental timeied
KLAW Products Limiteg*

Cotro Group Limitedt

Lupus Capital Managernent Limited

Ol services

Industnal couplings
Investment company
Management services

Schiegel Acquisition Holdings Limred Haolding company
Schiegel UK {2008) Liri ed* Budding products
Schtegel System Inc” USA Bulding products
Schlegel Pty Limrited” Austraha Bulding products
Schlegel GmioH* Germany Bulding products
Schlegel BVBA® Belgum Buiding products
Schtegel SRL* Italy Buiding products
Schiegel Talara SL* Span Bulding products

“held by a subsidiary

15. Stocks and work-in-progress
Group
2006 2005
£000 £000
Raw matenals and consumables 3,019 194
Work-n-progress 1,023 125
Finished goods 3,354 12
7,396 331
16. Debtors

Group Group Company Cor~pary
2006 2005 2008 2005
£1000 £ 000 £1000 £000
Trade debtors 12,277 2,812 - —
Amounts due from subsidiary undertalungs - — 1,601 5
Other debtors 1,051 91 - —
Prepayments and accrusd income 1,882 62 - _
15,210 2,965 1,601 5

The defered tax assat of £6,067,000 anses on the acquisition of Schlegel and 1s anticipated to be recovered after more than one year

(see note 7)

17 Creditors. amounts falling due within one year

Group Group Company Corpary

2006 2005 2008 2005

£'000 £000 £'000 £000

Trade creditors 7,016 307 - —_
Bank loan 4,938 — - —_
Finance lease cbligatons 156 l - —
Amounts owed to group underiakrgs - — 3,99 3,705
Corporation tax 1,453 718 44 13
Other taxes and social secunty cosis 272 102 - —
Accruals and deferred Income 6,402 787 - —
20,237 1,815 4,035 3718




2

18.

19.

LUPUS CAPITAL
Annugl report ard Accounts 2006

Creditors amounts falling due after more than one year

Group Group Campany Company
2006 2005 2006 2005
£'000 E000 £'000 €000
Bark loan 27,2986 — - —
Finance lease oblgations 334 2 - —
Deferred taxation - 19 - —
Oher craditors 1,365 — - —
Loan notes owed 10 group undertakings - -— 7,876 7,876
28,995 21 7,876 7,876

Borrowings

The Group 100k out loans totaling £35,000,000 from Bank of Scotland and HSBC in connecton with the acquisition of Schiegel, of which
£30,000,000 was a long tem loan and £5,000,000 short term A repayment of £2,500,000 has been made

A further revolving credt facility of £10,000,000 was mads avalable by the banks, but no drawings have been made under this facility at the
balance shest date

{#Foup Comparty

£000 £000
Amounts faling due
Within one year 5,000 —_
Between one and two years 5,000 —
Between wo and five years 22,500 -
32,500 —
Less 1ssue cosls (266) —_
32,234 —
Leas amounts falling due within ore year {4 938) —
27,296 —_—

Banw loans and other borowings are secured on the assets of *he Schleget Acqu stion Holdings Group The pnncipal companies within the
group have also provded cross-guarantees 1o the Group's bankers in suppert of alt bank loans and borrowings

Borrowing facilities

tn addition 1o the above, the Group had un-drawn committed mulbicurrency loan facilties at 3t December 2006 in respect of which all
conditions precedent had been met of £8,505k

All faciliies expire In more than two years but not more than five years

Financial habilities repayment detail
The financial iabilihes of the Group are repayable as follows

BanV Laans France
andt overcralts lgnses Total
£000 £ oG £000
Amounts falling due-
Within one year 4,938 156 5,094
Between one and two years 4,938 155 5,093
Between two arnd five years 22,358 179 22,537

32,234 490 32,724
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20. Fimancial instruments' nisk profile

The Group's pnncipal financial instruments dunng the year compnsed banic loans, finance leases and cash and short-tesm deposits
The Group has vanous other financial nstruments such as trade debtors and trade creditors that anse direcily trom its operations

No trading i financial Instruments 18 undertaken

The Board reviews and agrees policies for managing each financial instrument nsk and they are summansed below The disclosures in this
note exclude information relating 10 short-term debtors and creditors, except relatng to credtt nsk and foraign currency nsk

Credit nsk

The group's credit nsk 1s pnmanly attnbutable to its trade debtors The amounts presented in the balance sheet are net of allowances
for doutful debtors, estimated by the Group's management based on pnor expenence and ther assessment of the current economic

emarcnment
The credit nsk on hiquid funds s hmited because the counterpartes are reputable nternational banks

Liquidity nsk

Dunng the year ended 31 December 2006 the Group operated within its bomowang facilities The Board continues to keep the liquidity

position under review

Interest rate risk profile of financial habilities

The detals of the Group's lablibes are set out in Note 18 The nterast rate profile of the Groun's financial habilites as at the 31 December 2006

was as follows
Floa.ng rate Fxed rate
labltes labilties Total
£000 £000 £000
Stering 32,234 2 32,236
US dollar A4 — 44
Euro 22 488 510
32,300 490 32,790
The interest rate on the floating rate bank loans 1s Iinked to LIBOR The Company has taken out an interest rate swap agraement
This agreement s effective from 4 October 2008 and covers the penod through to 4 Cctocer 2008, the economic effect of this swap
agreement was to fix the interest rate for the bomrowings covered
Covered Swap
Fozug ao Ty Wnerast taad
Bomowangs rate swaps rate
000 £000 %
Sterfing 32,234 32,234 623

The weighted average interest rate on the fixed financial laoities 1s 2 §% and weighted average interest penod 1s 3 years

Interest rate nsk of financial assets

The Board penodically rev ews any exposure the Group may have to interest rate fluctuatiors The weighted average interest rate received

on deposited funds was 4 5% durng the penod

Foreign currency risk

At 31 December 2006 the following balances were helo by subsidiares in currencies other than their local currency

2006 2005

£000 £000
Debtors — US dellars - 436
Debtors - euros (sold rorward) 437 —
Cash —US dollars - 45
Cash — eurcs 60 —
Creditors — US ddllars - {30)
Creditors — euros 9 —

The Group keeps under raview the extent of its exposure to curency fluctuations and 1akes such measwres as may be appropnate to

manrmse the nsk involved

Fair values

The directors consicer there to be no matenal diference between the book value and rar value of the Group s financial instruments N ether

financial year
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21. Prowvisions for habiities and charges

Resmuctunng Total
£000 €000
Re-structunng, on acquisition of Schlegel 1,868 1,868

Deferred taxation is disclosed in note 7 The re-structunng provis on i in respect of an arangement committed to by the verdor group pnor
o acquisiicn

22. Pensions

22 1 Defined contrnibution pension schemes
The Group operates a number of defined contnbution pension schemes, the assets of which are held extemally to the Group in separate
trustes administered funds The costs of the Group s defined contrbution pension schemes are charged to the prefit and loss account in
the penod in which they fall due

22.2 Defined benefit pension and post retirement benefit schemes
Schlegel operates a defined berefit pension scheme and post-retrement healthcare scheme in the USA  An actuanal valuation was
performed on the 31 December 2008, and full actuanal valuations of the schemes are camed out every year by qualfied independent
actuanes For the purposes of these annual updates, scheme assets are included at far value and schema kabilties are measured on an
actuanal basis using the proected unt method, these labilites are discounted at the curent rate of returm on a high quality corporate bond
of equivalent currency and term The post-rewrement benefit surplus or deficit 1s Included on the Group's balence sheet, net of the rglated
amount of defermed tax Surpluses are only ncludea to the extent that they are recoverable through reduced contnbutions in the future or
through resunas from the schemes

The current service cost and any past servico costs are included in the profit and loss account within operating expenses and the expected
retumn on the schemes' assets, net of the Impact of the unwinding of the discount on scheme labilibes, 18 Included within other finance
ncome Actuanal gans and losses, including diferences between the expected and actual return on schame assets, are recogrised, net
of the related deferred tax, in the statement of total recognisec gans and losses

Tra pension scheme 1s closad to new entrants, as a result the service cost to the company will ncrease In future years Ths expected level
contnbutons to the benefit pension scheme and post-retrement healthcare schame in the year to tne 31 December 2007 15 £947k

Tre major assumptions used by the actuary were,

31 Dece nbar 2000 On goyuisitron
Rate of ncrease in salanes n‘a n/a
Rate of ncrease in pensions i payment 00% 0 0%
Expected rates of retum
Equities 92% 9 2%
Bonds 51% 51i%
Other 31% 31%
Inflation rate 30% 30%
Discount Rate 5 0% 575%
Health care cost trend # 95%-5% 95%-5%

# The level of healthcare contnbuticns are capped and adopting a hegher irend rate does not materally afect the lability

The far value of ihe schemes’ assets, the present value of the schemes' laklnes and the net pension labilites were as follows

31 Decamber 2006 31 Decemper 2008 On acquistion On acquisiicn

% £020 % £O00

Equties 9z 5,148 Q2 4,994
Borids 53 2022 51 1,777
Crher 31 107 31 125
Total market value of scheme assets 7,277 6,806
Present value of scheme habilines 110,552) (12,015)
{Deficr) in the scheme (3.275) 5.119)
Daferred tax asset 1,510 2,08

Net pension | ability (1,965) (3,071)
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22, Pensions contnusd
222 Defined benefit pension and post retirement benefit schemes continued
The components of the defined beneft cost were as follows

£000
Operating profit
Curmrent service cost 167
Past service coSts (241)
Tetal operating charge (74
Other finance (charge)/income
Expected retum on plan assets 392
Interest on plan labilites (470)
Net retum (78)
Statement of total recognised gains and losses
Aclual retum less expected retumn on plan assels 3
Expenence gans and losses on the scheme liabililes 65
Exchange rate gan 539
Change In assumptions undertying the present value o1 the scheme labilites 15
Actuanal gan 622
The movernent in the recogrised (deficit) m the schemes dunng the year was as follows

£000

On incorporation —
On acquisiton (5.119)
Current service cost (167}
Past servica cost 244
Contrbutions 1,226
Cther finance charge {78)
Actuanal gan 622
Deficit in scheme at 31 December 2008 (3.275)
An amount of £15,000 was outs anding at 31 December 2006 in respect of payments to defined contnbution pension schemes
An analys s of the arnounts recognsed wathin the consoiidated statement of total recogrised gans and losses 15 as follows
Difference between the expected and actual return of scheme assets Amount (£'000) 3
Percentage of scheme assets 0 0%
Expenence gains and losses on the scheme habiites Amount (£'000} 65
Percentage of present value of the scheme assets llabilitics 06%
Total amount recognised In statement of total recognised gans and losses Amount (£'000) 622
Percertage of present value of the scheme assets liabilites 59%
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Share capital
Company Company
2008

2005
£'000 £000

Authonsed:

825,000,000 (2005 500,000,000) Ordinary shares of 0 5 perce each 4,125 2,500

Allotted, called up and fully paid:

616,559,778 (2005 237,696,286) Ordinary shares of 0 5 pence each 3,083 1,188

Issue of shares in connection with the acquisition of Schlegel

The acqustion of the Schiegel bulding products division was completed on 4 Aprl 2008 The acquestion was funded by the raising of

£53 milion by way of a placing and open offer of 378,571,429 ordinary shares in Lupus at anissue pnce of 14p per share and by a new
debt facdty compnsing a term loan of £35,000,000 and a mutticurency revolang foan facility of £10 000,000 Of the new ordinary shares
issued 298,339,334 shares were placed with instituional and certain other investors under the ptacing and 79,232,095 shares were 1ssued
to enssting shareholders under the terms of the open offer on the basis of one share for every three held as at 1 March 2006

Issue of shares to directors in payment of fees

On 17 Novembper 2008, 158,730 shares were 1ssued to Mr Jackson in payment of his diractor’s fees (£25,000) for the year commencing
17 November 2006 and 133,333 shares were 1ssued tc Mr Tate, in paymant of his director’s fees (£21,000) for tha year commencing

1 November 2006

Employee share ownership trust

47,539,257 ordinary shares are held by the trustess of the Lupus Employee Share Ownership Trust (*the lesot”) under the employee
Incentive amangements descnbed in the circular dated 21 January 2004 and approved by shareholders on 16 February 2004 The lesot
subscrbed for the shares in cash at a pnce of 17 25p per share using funds contnbuted to the fesot by the Company

The Company requested the trustees of the lesot to hold the shares for the benefit of the family of Greg Hutchings, executive charman of
the Company On 31 December 2005 that requsst bacame unconditional, since Mr Hutchings was stil employed by the Company at
that date

The lesot subscribed for, and was alotted, a further 15,846 419 ordinary shares in the placing and open offer In connection with the
acqusiion of Schlegel

Contingent nghts to the allotment of shares
At 31 December 2008 there weare 714,285 contingent nghts to the allotment of shares, n respect of options granted to Mr Hutchings under
the EMI scheme The shares held by the lesot are avatlable to satisfy these conbingent nghts

Movements on share capital and reserves

Group Share Prctt
Sharg Mene Premam and loss

capal rssena Account Acoount

£000 2000 £000 00

At 1 January 2006 - as previously stated 1,188 10,38¢ — 4,301
Restatement — ses note 2 — — — (1,481)
1,188 10,38% — 2,820

Shares 1ssued nat of costs 1,895 — 45 49,713
Profit for the year — — - 6,408
Exchange difference/Actunal gan — — — {1,248
Dmdends pad — — — {1.234)
At 31 December 2006 3,083 10,389 45 56,459

The srares 1ssued in connect on with the acquisition of Schlegel, as descrbed in note 20 above, were Issued In consideration for shares n
Lupus Capital (Jersey} Lmited anc the premium therecn taken to pront and oss account following the redemption of shares in Lupus Caprtal
{Jersey) Limited

Included within the profit and koss account 1s £96,000 which represents an amount transiened to a Special Reserve within the accounts of
a subsidiary company under the terms of a Court Qrder on a reduction in share capital of (hat company
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24. Movements on share capital and reserves contnued

Company
Shae Merger Share Froft and lnse
captal resenc promium arcount
£000 £000 £000 £000
At 1 January 2006 1,188 8,920 — 8,462
Shares igsuad net of costs 1,895 — 45 49,713
Profit for the year —_ — — 71
Drdends - - — (1,234)
At 31 December 2006 3,083 8,920 45 57,012
25. Analysis of net cash/(debt)
1 Jaraary Exchange Cash Cher rion cash
2006 Acquistor maverneit flew overnents 2 Decer-ber
E000 £000 £000 £000 £000 2000
Cash balances 2,654 — (147) 7,231 — 9,738
Debt acquired — (40,281 — 40,281 — —
Cash acqurred — 786 — (736) — —
Short term debt — — — {4,891) 47) {4,938
Finance leases — short term —_— {160) — 4 — {156)
L.cng term deist — — — (27,298) — {27 296)
Finance leases - long term 3 {(465) 22 112 — (334)
Net cash/(debt) 2,651 {40,120) (125) 14,655 (47} (22,986)
26 Contingent habilities
Group
2006 2005
£'000 so0p
Financial guarantees 1,656 —
Performance bonds 9 9
Legal clams 578 —
Contracts for future expenditure 17 —
2,260 2

27

The Group has financial guarantees amountng to £1,656,000 These guarantees relate 1o letters of credit provided by the bank in respect of
workman's compensation clams on which no losses are ant cipated

The Group 1s the subyec* of perdng legal procesdings related to employee gnevances ansing on the separation of the EMI business from
Schiegel, pnor to the acquisition of tne Schiegel business by Lupus The Group does not betieve that the outcome of theses procesdings
will have a matenal adverse effect upon the Groups consolidated financial position, results of operations or cash flow

Financial commitments

At 31 December 2006 the Group nad annual commitments as folflows

Finance leases and hire purchase agreements

2006
£000

Expry date
Within one year 156
Between one and five years 334
490

Non-cancellable cperating leases.

Land and buildings  La~d and pukangs Qther Clher
2006 2005 2006 2005
£1000 £000 £:000 £000

Expry date
Within one year 35 57 79 —
Between cne and five years 102 — 158 —
Qver five years 853 — — .




Form of proxy

Lupus Capital plc

"We

BLOCK CAPITALS PLEASE)

of

beng (a) member(s) of Lupus Captal plc appont the charman ¢f the meeting o

{sea note 1) of

as my/cur proxy to attend and vote for me/us and on my/our behalf at the annual general mesing of the Company 1o be held at the offices of

Staughter & May, Ona Burhdl Row, London, EC1Y 8YY on 16 May 2007 at 14 30 and a* any adjoumment thersof

Please indicate with an X in the spaces provided Fow you wish your votes to be cast on the resolutions specified

Resclution For Agamnst Apstan
1 To receive and adopt the accounts for the year ended 31 Decermber 2006 together with
the reports of the dirsctors and auditors therson
2 To declare a final dvdend
3 To re-appoint Mr Huichings as a director who retires by rotation and offers himself for re-election
4 To re-apoont Mr Mullhall as a drector who retires by rotation ana offers himself for re-election
5 To re-appoint Mr Jackson as a director who retres and offers himself for re-election,
having been appointed by tha boarg since the last general meeting
8 To re-appoint Grar Thomton LLP as audtors to the Cormpay and
o authonse the directors 10 set ther remuneral on
Subyect to any vating nstructions so gwven the proxy will vore, or may apstan frem voting on any resolution as re may think fit
Signature Dated this day of 2007
NOTES

i If you sc des e you may delete the words  charman of the meeting and insert the nama of your owe choice of proxy who need not
be ame~iber of tre Compan, Please mtal such alteration

2 The proxy o ~ies bo lodged at fie Proxy Processig Certra Telfora Roard Bremtor Cx26 o0 or by hane o the Company § ragistiae

Capta Regstrars THe Rogisty 34 Suescnnar Hoad Beu-er am Kert BIXZ 41U nol luss than 45 hours Lokore ine fme aa.ea tor the

mestng Indea © e woxy ca not be trea sa as vald

A comporation must execute the proxy undar s commor seal or Ldsr tne hand of a1 off cer or atormev Guly authonsed

g proxy forn i executed under 2 power of atternay or other authomy Such powa of attorey or Gther authonty & a rotanaly

cerhad cony theneof must oe ladged with the Fagistrars wah the pecxy forn

5 |itnecase o jort bolgers the ote of t~e senior shall be accected to the axclusion of the oirer min holaa's senic ty being

determned oy e ader r which the names s ana n the regiser I respect of te jon® hoidng

Sha gholdes «137ung "0 2oparrt a proxy using CREST should reter «@ Me notes of the Notice <f Anrual Saneial Mee ing

PR A

[>)]




Secord fold

BUSINESS REPLY SERVICE
Licence No RRHB-RSXJ-GKCY

|

The Proxy Processing Centre
Telford Road

Bicester

OX26 4LD

Third fold
and tuck in flap opposite

First fold




3 LUPUS CAPITAL
Annual repont and Accounts 2006

Notice of meeting

Nouce 1s hereoy given tnat the Annual General Mesting of Lupus Capial ple will be nela at the offices of Slaughter & May, One Bunhiff Row,
London EC1Y 8YY on 16 May 2007 at 14 30, for the folowing purposes

Ordinary business
To consider and, if thought fit, approve the following ordinary resclutions

To receve and adopt the accounts for the year ended 31 December 2006 together with the reports of the drrectors and auditors thereon
Te declare a final dvidend

To reappoint Mr Hutchings as a drector who retres by rotaion and offers himself for re-election

To reappoint Mr Mulhall as a director who retires by rotation and offers himself for re-election

To reappoint Mr Jackson as a director who retires and offers himself for re-election, having been apponted by the Board since the last
general meeting

To reappont Grant Thomton UK LLP as aud tors of the Company and 1o authonse the directors to set ther remuneration

A WN —

)]

By order ot the Board

Cavendish Administration Limited Registered Office
Company Secretary Crusader House

145-157 St John Street
18 March 2007 Lendon, EG1V 4RU
Notes

1 A member of the Company entitled to attend and vote at the Meeting 1s entrled to appoint one or more proxies to attend and, on a poll,
vote instsad of hm A proxy nesd not be a member of the Comeary

2 Tobevakd forms of proxy and any power of attomey or other authonty under which it 1s signed must be lodged at the Proxy Processing

Centre, Telfora Road, Bieester, OX26 21D or by hand to the Company's registrars, Capia Registrars, The Regrstry, 34 Beckenham Road,

Beckenham, Kent BR3 4TU, not lass than 48 hours befere the tme fixed for the meeting A form of proxy s enclosed with this notice for use

Cormpletion and retum of a proxy form does not preciude a member from attending and voting at the meeting

Pursuanit to Regulatien 41 of the Uncerificaten Secuntes Reguiations 2001, the ume by whicn a person must be entered on the register of

rmembers in order 1o have the nght to attend and vote at the Annual General Mesting 15 14 30 on 14 May 2007 being 48 hours pnor to

the time fixed for the meeing o, If the meeting 18 adioumed, such tme being not more than 48 hours pror 1o the tme fixed for tha

adjioumed meeting Changes 1o entres cn the register of members after thar tme will be disregarded in deterrmining the nght of any person

to attend or vote at the meeting

5 The regster of directors’ interests in the share capital of the Company s avalable for inspection at the Company's registered office dunng
normal business houwrs from the date of this notice urtl the date of the Annual General Mesting and will be avarlable for inspecton at the
place of the Annual General Meeting for at least 15 minutes por to and dunng the meeting

6 CREST members who wish to appaint a proxy or proxies by utlising the CREST electroric appantment senace may do so for the
extraord nary general mesting to be held on 16 May 2007 and any adjoumment(s) thereof by utlsing the procedures descnbed in the
CREST Manual CREST personal members or other CREST-sponsored members and those CREST members who have apponted a
voting service prowvider(s}, shouk! refer to their CREST sponser or veting senice provider(s), wha will be able 10 take the appropnate action
on their behalf

B

in order for a prox<y appontment made by means of CREST to be vald, the appropnate CREST message (CREST Praxy Instruction) must be
propery authenticated n accordance with CRESTCo's specifications and must contan the information reguied for such netructions, as
descnbed in the CREST Manual The message, regardless of whether it constitutes the appomntment ot & proxy or an amendment 10 the
instructons given to a previously apponied proxy, must in order 1o be valld be transmitted s0 as o be receved by the Company's Registrars,
Capita Reqgistrars (under CREST participant ID RA10) by the latest tirme(s) for recerpt of proxy appointments specified in the Notice of Annual
General Mestng and n Note 2 of this form of proxy For this pumpose, the tme of rece pt shall be taken as the tme (as determined by the
tmestamp appled to the message by the CREST Appleations Host) from which the Company's agent (Capita Reg strars) 1s able to retneve the
message by enquiry to CREST i the manner prescnbed by CREST After thus tme, any change of instructions to proxies aoponted trrough
CREST snould be communicated o the appontee through other means

CREST members and, where applicable, ther CREST sponsors or voting serice providers should note that CRESTCo doss not mzks avalable
special procedures in CREST for any particular messages Nommal system umngs ard himiations will therefore apply In relation to the input of
CREST Proxy Instructions It 1s the responsibility of the CREST member concemed to take {or, f the CREST member 15 a CREST perscnal
member or spensored member or has apponted a voling sarvice prowder(s) to procure his/her CREST sponsor or voting service provicler(s)
1ake(s}} such action as I3 necessary {0 ensure that a message 1s transmitted by means of the CREST system by a particular time In this
connection, CREST members and, where applicable, CREST sponsors or voting senvce prowders are refamed, in particular, to trose sectons of
the CREST Manual conceming practcal Imitatons of the CREST system and trmings

The Company may wreat as invald a CREST Proxy Instruction in the circumstances s&t cut in Regulation 35(5) of the Uncerificated Secuntes
Regulations 2001

Designed and prociucaa by, Carr Kamasa Design
Pr nted by Spin Cfrest
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