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Pl Limited

Directors' report
The directors present their report and the financial staternents for the year ended 31 December 2009
Principal octivities

The principal actvity of the company 1s the provision of oil and gas pipeline mantenance technology to pipeline
operators and owners in the ol and gas industries

Business review

On 23 November 2009 the company issued 91,913,000 £1 ordinary shares to Pl Group Limited, the company’s
immediate parent undertaking, at nominal value for a total cash consideration of £91,913,000

On the same day the company received waivers for £75,412 889 of intercompany creditors A further £93,460,000 of
intercompany creditors was repaid at the same date

As g result of the above transactions, on 23 November 2009, the company has a reduction in creditors of
£168,872,889, of which £158,844,000 were outstanding at 31 December 2008

On 30 December 2009 the company issued 16,561,465 £1 ordinary shares to Pl Group Limited, the company's
imrediate parent undertaking, at nominal value for a total cash consideration of £16,561,465

On the same day the company acquired the entire shareholding of Pll Pipetronix Gmbh for a cash consideration of
£16,561,465

The results for the company show a pre-tax loss of £19 8 million {2008 pre-tax loss of £2 & milion) for the year and
sales of £34 4 million {2008 £39 4 millign)

The company has net assets of £63 4 milhon (2008 net liabilities of £918 mullion} of which a net £4 million 1s due
from fellow GE Group Companies

Research and development

We continue to invest in the latest technological developments in the pipeline inspection field and integrity services
The directors regard the investment in research and development as integral to the continuing success of the
business

Future outlook

During 2009, the focus was to continue to deliver a quality product for cur customers whilst at the same time
improving productivity and profitability We still feel that new technology will be the differentiator in the market and
we have continued our focused approach to technology development As we move forward, our focus will continue
10 be on quality and sofety and on delivering new, cost effective products to the market

Principal risks and uncertainties

The management of the business ond the execution of the company’s strategy are subject to o number of nsks
The key business nsks and uncertainties affecting the company are considered to relate 1o competition from within
the global service market, and new technolegy in the market that may drive prices down

2009 2008 Definition, method of calculation

Fall/growth in sales [%) {12 6%l 18% Year on yeor sales growth expressed as @
percentage The fluctuation in sales 15 In lne
with our expectotions due to the contract
nature of the business
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Directors' report
Business review [continued)
2009 2008 Defimition, method of calculation

Gross margin {%) 41% 364% Gross margin is the ratio of gross profit before
exceptional items and goodwill amortization to
sales expressed as a percentage

Return on invested capital (%) 16 5% 8% Operating profit expressed as a percentoge of
net assets

Results and dwidends

The loss for the year, after taxation, amounted to £20,583,000 (2008 loss £5,112,000}

The directors do not recommend the payment of a dividend (2008 £nil}

Directors

The directors who held office during the year and up to the date of the directors’ report were

A Bathgate

JV Bucel

| Hornby

D S P uttle resigned 1 September 2009}
M R B Paparoni

AMCSloan

Employees

The company 1s an equal opportunities employer and the importance of good communications with employees is
recognised by the directors The average number of employees for the year ended 31 December 2009 was 232
(2008 230}

It 1s the company’s policy to give full and fair consideration to the employment needs of disabled persons {and
persons who become disabled whilst employed by the company) and to comply with any current legislation with
regard to disabled perscns It 1s the policy of the company that traiming, career development and promotion
opportunities should be available to ail employees

Research and development activities

The company 15 committed to developing innovative, cost-effective and practical soluticns for providing high
quolity services to Its customers The pnmary objective is to focus Investment 1n the development and application of
technology so that the company has the right skills to employ technology to competitive advantage and that it
continues to be alert to technological opportunities
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Directors' report

Proviston of information to auditors

Each of the persons who are directors at the time when this directors' report 1s approved has confirmed that

. so far as that director 1s aware, there is no relevant audit information of which the company’s auditors are
unaware, and
. that director has taken all the steps that cught to have been taken as a director in order to be aware of any

information needed by the company's auditars in connection with preparnng therr report and to establish
that the company's quditors are aware of that information

Auditors
Under section 487 of the Companies Act 2006, KPMG Audit Plc will be deemed to have been reappointed as

auditoris) 28 days after these financial statements were sent to members or 28 days after the latest date prescribed
for filing the accounts with the registrar, whichever 1s earlier

This report was approved by the board on 30 g)J/R_ &)lo and signed on its behalf
Bireclor
MR PovPo\cor\L Atley Way
Cramlington
Northumberland
NEZ23 1WwW
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Statement of directors’ responsibilities
for the year ended 31 December 2009

The directors are responstble for preparing the directors' report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (Unted Kingdom Accounting Standards and applicable low] Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state
of affairs of the company and of the profit or loss of the company for that period In preparing these financial
statemenits, the directors are required to

J select suitable accounting policies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements,

. prepare the financial statements on the going concern basis unless it 1$ inappropriate to presume that the
company will continue In business

The directors are responsible for keeping adequate accounting records thot are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They are also
responsible for safequarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregulanties
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Independent auditors' report to the members of PIl Limited

We have audited the financial statements of PIl imited for the year ended 31 December 2009, which comprise the
profit and loss account, the statement of total recognised gains and losses, the balance sheet and the related notes
The financial reporting framework that has been apphed in therr preparation 1s applicable low and United Kingdem
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes Act 2006 Qur 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 fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's
members as a body, for our audit work, for this report. or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors' responsibilities, the directors are responsible for the
preparotion of the financial statements and for being satisfied that they give a true and fair vew Our responsibility
15 to audit the financial statements in accordance with applicable low and International Standards on Auditing (UK
and Irelond] Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors

Scope of the oudit of the financial statements

An qudit Involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstaternent, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company's
carcumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estmates made by the directors, and the overall presentation of the financial statements

Opinicn on financial statements

In our opinion the financial statements

. give a true and far view of the state of the company's affairs as at 31 December 2002 and of 1ts loss for the
year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the Information given 1n the directors’ report for the financial year for which the financial statements
are prepared is consistent with the financial statements
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Independent auditors' report to the members of PIl Limited
Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you If, in our opinion

. adequate accounting records hove not been kept, or returns adequate for our audit have not been receved
from branches not wisiied by us, or

. the financial staterments are not in agreement with the accounting records and returns, or

. certan disclosures of directors’ remuneration specified by low are not made, or

. we have not received all the information and explanations we require for our audet

ML Thoupian.

Mick Thompson [serior statutory auditor)

for and on behalf of
KPMG Audit Plc

Statutory Auditor
Chartered Accountants

Quayside House

110 Quayside
Newcastle Upon Tyne
NE1 3DX

Date DO June Lovo
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Profit and loss account
for the year ended 31 December 2009

Turnover
Cost of sales

Gross profit
Administrative expenses
Other operating income

Operating (loss)/profit

Interest receivable and similar income
Interest payable and similar charges
Other finance income

Loss on ordinary activities before taxation
Tax on loss on ordinary activities

Loss for the financial year

Al amounts relate to continuing operations

The notes on pages 10 to 27 form part of these financial statements

Note

12

22

19

2009 2008
£000 £000
34,445 39437
(20,346) (25,068)
14,099 14,369 |
(26,616) (8,186) |
2,018 1,244
(10,499) 7427
78 2542
(9,139 (13.228)
(205) 645
(19,765) (2,614)
(818) 2,498)
(20,583) (5,112)
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Statement of total recognised gains and losses
for the year ended 31 December 2009

2009 2008

Note £000 £000

Loss for the financial year {20,583} 15,112}
Actuanal loss related to defined benefit pension scheme 22 {8,165) {5,465}
Deferred tax attnibutable to actuarial loss 17 - 1531
Total recognised gains and losses relating to the year (28,748) {9,046}

The notes on pages 10 to 27 form part of these financial statements




Pll Limited
Registered number 3424425

Balance sheet
as at 31 December 2009

2009 2008
Note £000 £000 £000 £000
Fixed agssets
Intangible fixed assets 10 29,616 30,978
Tangible fixed assets 11 19,313 25,249
Fixed asset Investments 12 16,561 -
65,490 56,227

Current assets
Stocks 13 9,018 5,859
Debtors amounts falling due after more than

one year 14 20,202 29,919
Debtors amounts falling due within one year 14 14,104 30958
Cash at bank and in hand 97 64

43,421 66,800

Creditors amounts fatling due within one

year 15 (39,559) (128,901}
Net current assets/{habihities) 3,862 62,101}
Total assets less current habilities 69,352 (5,874}
Creditors amounts falling due after more

than one year 16 - {87,537}
Net assets/(rabibties) excluding pension

scheme gssets/(liabilities} 69,352 {93,411}
Defined beneftt pension scheme

{(habilityl/asset 22 (5,986) 1,544
Net assets/{liobilities} including pension

scheme assets/{liabilities) 63,366 (91.867)
Capital and reserves
Calted up share capital 18 109,474 1,000
Caprtal contribution reserve 19 75,413 -
Other reserves 19 146 52
Profit and loss account 19 {121,667} (92,919

Shareholders' funds/{deficit) 20 63,366 {91,867}

The financial statements were approved and authorised for issue by the board and were signed on its behalf on 34‘:’1000

Drirector (uﬂﬂr

Mee, ?apomn'..

The notes on pages 10 to 27 form part of these financial statements
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Notes to the financial statements

1

Accounting policies

11

12

13

14

15

16

Basis of preparation of financial statements

The financial stotements have been prepared under the historical cost convention and in accerdance
with appliceble accounting standards

The company 1s itself a subsidiary company and 1s exempt from the requirement to prepare group
accounts by virtue of section 400 of the Companies Act 2006 These financial statements therefore
present nformation about the company as an indmidua! undertaking and not about its group

After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future Accordingly, they continue to
adopt the going concern basis in prepanng the financial statements

Cash flow

The company, being a subsidiary undertaking where 90% or more of the voting rights are controlled
within the group whose consolidated financial statements are pubkicly available, 1s exempt from the
requirement to draw up a cash flow statement in accordance wath FRS 1

Turnover

Turnover comprises revenue recognised by the company in respect of goods and services supplied,
exclusive of Value Added Tax and trade discounts

Intangible fixed assets and amortisation
Goodwill i1s the difference between amounts paid on the acquisition of a business and the fair value of
the identifiable assets and labifities It 1s amortised to the profit and loss account over its estimated

economic hife

Other intangible assets include development costs which are amortised over therr useful economic life of
3to 10 years

Tangible fixed assets and depreciation
Tangible fixed ossets are stated at cost less depreciation Depreciation 1s not charged on freehold land

Depreciation on other tangible fixed assets is prowided at rates calculated to write off the cost of those
assets, less therr estimated residual value, over their expected useful lives on the following bases

Buildings - SO0vyears
Plant & machinery - Syears
Computer equipment - 3 years
Inspection vehicles - 3to10years

Freehold land is not depreciated
Investments

Investments held as fixed assets are shown at cost less provision for impairment

10
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Notes to the financial statements

1

Accounting polictes {continued)

17

18

19

Operating leases
Rentals under operating leases are charged on a straight line basis over the lease term

Benefits receved and recevable as an incentive to sign an operating lease are recognised on a straight
line basis over the penod until the date the rent Is expected to be adjusted te the prevaiing market rate

Research and development expenditure
Revenue expenditure on research and development is written off to the profit and loss account In the
penod n which 1t 1s incurred  Assets used in research and development activities are capitalised with

other tangible fixed assets and deprecioted over their estimated useful econormic lives

Stocks and work in progress

Stocks and work in progress are valued at the lower of cost and net realisable value after making due
allowance for obsolete and slow-mowving stocks Cost includes all direct costs and an appropriate
proportion of fixed and variable overheads

110 Taxation

111

Taxation for the year s based on the loss for the year

Full prowision s made for deferred tax labibties ansing from all tung differences between the
recognition of gains and losses in the financial staterments and recognition in the tax computation

A net deferred tox asset i1s recognised only if 1t can be regarded as more likely than not that there will be
surtable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Deferred tax assets and liabilities are calculated at the tax rates expected to be effective at the time the
tming differences are expected to reverse

Deferred tax assets and habilitiles are not discounted
Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated into sterling ot rates of
exchange ruling at the balance sheet date

Transactions In foreign currencies are translated into stering at the rate rulng on the date of the
transaction

Exchange gains and losses are recognised in the profit and loss account.

11
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Notes to the financial statements

1

Accounting policies {continued)

112

113

114

Long-term contracts

Profit on Jong-term contracts 15 taken as the work is carried out if the firal outcome can be assessed with
reasonable certainty The profit included 1s calculated on a prudent basis to reflect the proportion of the
waork carned out at the year end, by recording turnover and related costs as contract activity prograsses
Turnover is calculated as that proportion of total contract value which costs incurred to date bear to total
expected costs for that contract Revenues derved from varations on contracts are recognised only
when they have been accepted by the customer Full provision 1s made for losses on all contracts in the
year in which they are first foreseen

Share based payments

Share gptions and restricted units over the shares of General Electric Company, the ulbmate parent entity
are granted te certain employees and executives of the company The fair value of options and units
granted 1s recognised as an employee expense with a corresponding Increase in equity, the ‘other
reserve’

The fair value 1s measured at grant date using the Black-Scholes option pncing rmodel, and 1s recognised
as an expense over the period the employees become unconditionally entitled to the options/units The
amount recognised as an expense 15 adjusted to reflect the actual number of options/units expected to
vest.

Any recharges by the ultimate parent entity are offset against the *other reserves’

In addition the company has established an employee share ownership scheme, under which employees
are able to acquire a number of shares in the ultimate parent cornpany, Genera! Electric Company, with
the company matching the employees’ purchases The company’s costs of these purchases are charged
to the profit and loss account as incurred

Pensions

The company cperates a defined benefit pension scheme, Pipeline Integrity International Group Pension
Scheme and the pension charge 1s based on a full actuariol valuation doted 31 December 2005

The assets of the scheme are held separately from those of the company Pension scheme assets are
measured using market values Pension scheme llabilities are measured using a projected unit method
and discounted at the current rate of return on a high quality corporate bond of equivalent term and
currency to the lability

The pension scheme surplus lto the extent that it 15 recoverable) or deficit 1s recogrised in full The
movement in the scheme surplus/deficit 1s split between operoting chorges, finance items and, 1n the
statement of total recognised gains and losses, actuanal gains and losses

The company 1s also @ member of a larger group pension scherne providing benefits based on final
pensionable pay The group pension scheme, GE Pension Plan, covers a number of United Kingdom
subsidiary comparues of General Electric Company 8ecause the company 1s unable to identify its share
of the scheme assets and habilities on a consistent and reasonable basis, as permitted by FRS 17
‘Retirement benefits’, the scheme has been accounted for, In these financial statements as f the scheme
was a defined contribution scheme

12
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Notes to the financial statements

1

Accounting policies [continued)
115 Transactions with related parties

The company, as ¢ wholly owned subsidiory undertaking of General Electric Company, has taken
advantage of an exemption contained in FRS B, “Related Party Disclosures”, in preparing its financial
statements This exemption allows the company not to disclose details of transactions with other group
companies or investees of the group quakfying as related parties as the consolidated financial
statements of General Electrnic Company, in which the company 1s included, are publicly availlable

Turnover

A geographical analysts of turnover has not been given, as, in the opinion of thé directors, the provision of
such sensitive information could be serously prejudicial to the commercial interests of the company

Operating (loss)/profit
The operating {loss)/profit 1s stated after charging/{crediting)

2009 2008
£000 £000
Amortisation - intangible fixed assets 3,489 3,310
Depreciation of tangible fixed assets
- owned by the company 4,463 4,456
Operating lease rentals
- plant and machinery 136 126
- buldings 181 210
Difference on foreign exchange (600) - {10,210
Loss on sale of tangible assets 4,408 4,025
Royalties recevable {2,018} {2,735}
Research and development expenditure (net of third party
contributions} 755 623
Impairment of tangible fixed assets - 808
Impairment of intangible fixed assets - 1127
Auditors' remuneration
2009 2008
£000 £000
Fees payable to the company's auditor for the audit of the company's
annual accounts 73 78
Fees payable to the company's auditor and its associates in respect
of
All other services 8 8

13
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Notes to the financial statements

5

Staff costs

Staff costs, Including directors' remuneration, were as follows

2009 2008
£000 £000
Wages and salanes 14,334 13,107
Social securnty costs 923 1,018
Other pension costs (note 22} 903 1,037
16,160 15,162
The average monthly number of employees, including the directors, during the year was as follows
2009 2008
No No
Cperations 126 108
Adminsstration and seiling 106 122
232 230
Directors' remuneration
2009 2008
£000 £000
693 694

Emoluments

Duning the year retrement benefits were accruing to 4 directors (2008 4) In respect of defined benefit

pension schemes

The highest paid director received remuneration of £305,000 {2008 £275,000)

14
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Notes to the financial statements

7 Interest receivable and similar income
2009 2008
£000 £000
On amounts owed from group undertakings 75 2,532
Bank interest receivable 3 10
78 2.542
8 Interest payable and similar charges
2009 2008
£000 £000
On loans from group undertakings 8,463 12,867
Other interest payable 676 361
9,139 13,228
9 Taxation
2009 2008
£000 £000
Analysis of tax charge in the year
Current tax (see note below}
UK corporation tax charge on loss for the year - -
Foreign tax on income for the year 818 968
Total current tax 818 968
Deferred tax
Onigination and reversal of timing differences 147 1.092
Movement in deferred tax not provided (136) 3,946
Effect of decreased tax rate - {19}
Adjustment in respect of prior years {11} {3,489}
Total deferred tox - 1,530
Tax on loss on ordinary actwities 818 2,498

15
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Notes to the financial statements

9

Taxatton (continued)

Factors affecting current tax charge for the year

The current tox assessed for the year s higher than (2008 higher than) the standard rate of corporation
tax in the UK of 289% {2008 28 5%) The differences are explained below

2009 2008
£000 £000
Loss on ordinary activities before tax {19,765] {2,614}
Loss on ordinary activities multiplied by standard rate of corporation
tax in the UK of 28% {2008 28 5%) {5,534) {745}
Effects of
Expenses not deductible for tax purposes 2,038 692
Capital allowances for year in excess of depreciotion not recognised {300) {913}
Short term timing differences not recognised 152 {179}
Group relef surrendered 3,644 1,145
Overseqas taxation 818 968
Current tax charge for the year (see note obove) 818 968

Factors that may affect future tax charges

There were no factors that may affect future tax charges

16
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Notes to the financial statements

10  intangible fixed assets

Purchased
Others goodwill Total
£000 £000 £000
Cost
At 1 January 2009 6,658 57,005 63,663
Additions . 2,127 - 2,127
At 31 December 2009 8,785 57,005 65,790
Amortisation
At 1 January 2009 716 31,969 32,685
Charge for the year 730 2,759 3,489
At 31 Decernber 2009 1,446 34,728 36,174
Net book value
At 31 December 2009 7,339 22,277 29,616
At 31 December 2008 5,942 25,036 30,978
11  Tangible fixed ossets
Plant,
machinery,
computer
equipment &
Freehold land inspection
and builldings vehicles Total
£000 £000 £000
Cost
At 1 January 2009 3,218 59,877 63,095
Additions - 2,934 2,934
Disposals {139) {9,414) {9,553)
At 31 December 2009 3,079 53,397 56,476
Depreciation
At 1 January 2009 1,369 36,477 37,846
Charge for the year 180 4,283 4,463
On disposals {60} {5,086} {5,146)
At 31 Decermnber 2009 1,489 35,674 37,163
Net book value
At 31 Decemnber 2009 1,590 17,723 19,313
At 31 December 2008 1,849 23,400 25,249

17
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Notes to the financial statements

11

12

13

Tangible fixed assets (continued)

Included in lond and buildings 1s freehold land at net book value of £830,000 (2008 £890.000) which Is not

depreciated

Fixed asset investments

Cost or valuation

At 1 January 2009
Additions

At 31 December 2009

On 30 December 2009 the company acquired the entire

consideration of £16,561,465

Details of the company's subsidiary, registered in Germany, is listed below

Name and nature of husiness

Pll Pipetronix Gmbh
Pipeiine inspection & reporting

Stocks

Work In progress
Inspection vehicle spares and consumables

Class of shares

Shares In

group
undertakings
£000

16,561

16,561

shareholding of PIl Pipetrorix Gmbh for a cash

Percentage of

held shares held
Ordinary 100%
2009 2008
£000 £000
3,983 2,351
5,035 3,508
9,018 5,859

18
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Notes to the financial statements

14

15

16

Debtors

2009 2008
£000 £000
Due after more than one year

Amounts owed by group undertakings 20,202 29,319

Deferred tax asset (note 17} 600
20,202 29,919
2009 2008
£000 £000
Due within one year
Trade debtors 6,306 9419
Amounts owed by group undertakings 5,129 18,065
Other taxes and social security - 130
Qther debtors 1,987 2.148
Prepoyments and accrued mncome 70 96
Amounts recoverable on long term contracts 612 1,100
14,104 30,958
Creditors
Amounts falling due within ane year
2009 2008
£000 £000
Trade creditors 1,253 1,193
Amounts owed to group undertakings 20,996 109,602
Overseas tax payable 2,710 2,612
Social security and other taxes 61 -
Other creditors and accruals 14,539 15.494
39,559 128,901

On 23 November 2009 the company was refinanced, which has resulted in a significant reduction in the level
of intercompany creditors, as described in note 19

Creditors
Amounts falling due after more than cne year

2009 2008
£000 £000
Amounts owed to group undertakings - 87,537

On 23 November 2009 the company was refinanced, which has resulted 1n a significant reduction in the level
of intercompany credttors, as described in note 19

19
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Notes to the financial statements

17

18

Deferred taxation

2009 2008
£000 £000
At beginning of year 600 1,790
{Chargel/credit for the year - (1531}
Amcunt relating to deferred toax liability on pension scheme asset (600) 3a1
At end of year - 600

The amounts recognised and unrecognised in respect of the deferred taxation asset are set out as below

Recognised Potential asset Recognised Potential asset
2009 2009 2008 2008
£000 £000 £000 £000

Difference between accumulated
depreciation and capital allowances - 4,371 600 4671
Short term timing differences - 2.175 - 325
- 7,146 600 4,996

The pension surplus in note 22 1s stated after prowiding for o deferred tax liability of £nil (2008 £600,000) A
deferred tax asset of £nil (2008 £600,000} has also been recognised in debtors The overall deferred tax osset
at 31 December 2009 i1s £7,146,000 (2008 £4,996,000] this has not been recognised on the basis that the
company does not anticipate that future taxable profits will be sufficient for these timing differences to
reverse

Share capital

2009 2008
£000 £000
Aliotted, called up and fully paid
109,474,465 (2008 1,000,000} ordinary shares of £1 each 109,474 1,000

Cn 23 November 2009 the company issued 21,913,000 £1 ordinary shares to Pl Group Limited, the
company's immediate parent undertaking, at nominal value for a total cash consideration of £91,913.000

On 30 December 2009 the company 1ssued 16,561,465 £1 ordinary shares to PIl Group Limited, the
company's immediate parent undertaking, at nominal value for o total cash consideration of £16,561,465

20
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Notes to the financial statements

19

20

21

Reserves

At 1 January 2009

Loss for the year

Pension reserve movement

Intercampany loan wawers as a part of refinancing

Equity compensation expense recognised during the year

Recharges made by GE Company in respect of share options
exercised during the year

At 31 December 2009

Capital
contribution Other Profit aend
reserve reserves [oss account
£000 €000 £000
- 52 {92,919)
- - (20,583)
- - (8,165)
75,413 - -
- 102 -
- {8} -
75,413 146

{121,667)

The closing balance on the profit and loss account includes a £5,986,000 (2008 £1,544,000) debit/credit,
stated after deferred taxation of £nil {2008 £600,000), In respect of pension scheme liabilities of the company

pension scheme

Cn 23 November 2009 the company received wavers for £75,412,889 of intercompany creditors

Reconciliatton of movement in shareholders' funds

Opening shareholders’ deficit

Loss for the year

Shares issued during the year

Other recognised goins and losses duning the year

Equity compensation expense recognised during the year

Recharges made by GE Company in respect of share options
exercised during the year

Intercompany lcan waivers as a part of refinancing

Closing sharehelders’ funds/{defiait)

Capital commitments and contingencies

At 31 December 2009 the company had caprtal commitments as follows

Contracted for but not provided in these financial statements

2009 2008
£000 £000
(91,867} (82,824)
(20,583} (5,112}
108,474 -
(8,165) (3,934}
102 3
{8) -
75,413 -
63,366 {91,867
2009 2008
£000 £000
- 220

In the normal course of business the company has entered into guarantees in respect of export finance,
performance bonds and minor miscellaneous items totaling £nil (2008  £220,000}

21
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Notes to the financial statements

22

Pension commitments

The company operates a defined benefit pension scheme, Pipeline Integrty Internaticnal Group Pension
Scheme, providing benefits based on final pensionable pay The scheme commenced on 1 January 1999 and

1s now closed to new entrants

The amounts in the financra!l statements for the vear ended 31 December 2009, relating to pensions, are
based on a full actuanal valuation dated 31 December 2005 and updated to 31 December 2009 by a

qualified independent actuary

The main financial assumptions used i the actuanial valuation were

Inflation

Rate of increase in salarnes
Rate of increase for pensions
Discount rate for labilities

The assets in the scheme and the expected rates of return were-

Long-term

rate of

return

expected

at

2009

%

Equities 6700
Bonds -

Gilts 3200

Cash 100

Total market volue of assets

Present value of scheme
habiitres

(Deficit/surplus 1n the scheme
Related deferred tax labiity

Net pension {liabity)/ asset

Long-term
rate of
return

Fair value at expected at
2009 2008
£000 %

35,878 675

32 400

17,367 200

277 -

53,554
(59,540}
{5,986}
(5,986)

22

2009 2008
% %
355 275
480 400
355 275
570 600
Long-term
rate of
return
Farr value at expected at
2008 2007
£000 %
30422 700
15,188 450
138 425
T 45748
{43,606}
2,144
{600)
1,544

2007

325
450
325
575

Fair value at
2007
£000

37,519
16,339
178

54,036

(47,643}

6.393
{1,790}

4,603
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Pension commitments {continued}

The following amounts hove been recogrised in the financial statements in the year to 31 December 2009

and 31 Decemnber 2008 under the requirements of FRS 17

Operating {lossl/profit
Current service cost

Total operating charge

Other finance income

Expected return on pension scheme assets
Interest on pension scheme labilities

Net return

Analysis of amount recognised in the Statement of Total
Recognised Gains and Losses (STRGL)

Actual return less expected return on pension scheme assets

Experience gains and losses arising on the scheme habilities

Changes 1n assumptions underfying the present value of the scheme
habilities

Actuonal loss recognised in STRGL

Movements n (deficitl/surplus during the year

Surplus in scheme at beginning of year
Current year service cost

Contributions

Net return on assets

Actuarial loss recognised in STRGL

{Deficit/surplus in scheme at end of year

23

2009 2008
£000 £000
887 1,014
esv 1,014
2,386 3,394
(2,591) {2,749)
{205) 645
6,027 {12,524)
- (126)
{14,192 7,185
(8,165 (5,465)
2009 2008
£000 £000
2,144 6,393
{887 {1,014)
1,127 1,585
{205) 643
{8,165) {5,465)
{5.986) 2,144
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Penston commitments (continued)

History of experience gains and losses in the scheme

2009 2008 2007

Difference between the expected and actual return on

scheme assets
Amount (£} 6,027 (12,524) 371
Percentage of scheme assets 1125 % (27 38)% 069%
Experience gains and losses on scherne habilities
Amount [£) - (126} 67
Percentage of the present value of the scheme

liabilities - (0 291% 014%
Total amount recognised in Statement of Total

Recogrised Gains and Losses (STRGL)
Amount [£] {8,165} (5,465} 2,765
Percentage of the present value of the scheme

liabilities 13 71)%% (12 53)% 580%

The company s also a member of q larger group wide pension scheme providing benefits based on finai
pensionable pay The group pension scheme, GE Penston Plan, covers o number of United Kingdom
subsidiary companies of General Electric Company 8ecause the company 1s unable to 1dentify its share of
the scheme assets and liabilities on a consistent and reasonable basis, as permitted by FRS 17 ‘Retirement
benefits’, the scheme has been accounted for, in these financial statements as If the scheme was a defined
contribution scheme The funding surplus/defict in respect of the scheme 15 disclosed in the financial
statements of IGE USA Investments, a company registered in England & Wales

The latest full actuanal valuation was carried out at 5 Apnl 2006 by a quabfied Independent actuary At this
date there was o funding defictt of £100 4 mullion and a funding level of 80%

Buring the year the company contributed £16 000 {2008 £23,000] to the scheme

Operating leose commitments

At 31 December 2009 the company had annual commitments under non-cancellable cperating leases as
foliows

Land and buildings Other
2009 2008 2009 2008
£000 £000 £000 £000
Expiry dote
Within 1 year 1 8 13 -

Between 2 and 5 years - - 40 68
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Share based payments

Certain employees of the company are selected to participate in share options and restncted stock units of
General Electnc Company under the terms of the Generol Electric Company Long Term Incentive Plan
Share options expire 10 years from grant dote and vest over service periods ranging from one to five years
The option price 1s usually set as the closing day share price on grant date Restricted stock units give the
participants the rnight to receive shares in General Electric Company for no considerotion Restricted stock
units vest over various service periods beginming three years from grant date through to grontee retirement.
All grants of GE options under all plans must be approved by the Manegement Development and
Compensation Committee of Genera! Electnc Company, which consists entirely of outside directors

For further details on stock options and restricted stock units please refer to the GE annual report avallable

at www ge com

{a)} Share options

The number and weighted average exercise price of share optiens is as follows

2009 2009 2008 2008

Weighted Weighted
average Number of average Number of
exercise price options  exercise price options
$ No $ No
Cutstanding at the beginning of the year 31.78 21,325 3361 14,325
Granted during the year 1125 33,000 2862 8,000
Forfeited during the year 2299 (1,750} 3057 (300}
Employee transfers 3419 4,900 3387 (700}

Expired during the year - - - -

Cutstanding at the end of the year 20 47 57,475 3178 21,325
2009 2009 2008 2008

Weighted Weighted
average Number of averoge Number of
exercise price options  exercise price options
$ No $ No
Exercisable at the end of the year 3399 15,365 3369 10,315
$ $

For share options exercised during the year weighted
average share price on date of exercise
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Minimum Maximum Minimum Maxrmum
$ $ $ 5

Range of exercise price for outstanding
options 957 43 75 2705 4375
Years Years

Weighted average remaiming contractual life of

outstanding optiens in years 776 658
Fair value of options granted

We measure the far value of each stock option grant at the date of grant using a Black-Scholes option
pricing model The weghted average grant-date fair value of options granted dunng 2009 and 2008 was
$3 81 and $5 26 respectively

The following assumptions were used in arriving at the fair value of options granted during 2009 and 2008
respectively nisk-free interest rates of 3 2% and 3 4%, dividend yields of 3 9% and 4 4%, expected volatility of
49% and 27%. and expected lives of 6 years 10 months and 6 years 9 months

Risk-free interest rates reflect the yield on zero-coupon US Treasury securities and expected dividend yields
presume a set dividend rate  For stock options granted in 2009 and the fourth quarter of 2008, @ historical
five year averoge has been used for the dividend yield

Expected volatilities are based on implied volotlities from traded options and historical volatility of GE stock
The expected option lives are based on GE's historical experience of employee exercise behaviour

{b) Restricted stock units

The total number of restricted stock units granted during the year wos mil (2008 2,673)

Fair value of restricted stock units

The fatr value of each restricted stock unit 1s the market price of GE stock on the date of grant  The weighted
average grant date fair value of restricted stock units granted dunng 2009 and 2008 was $13 63 and $28 74
respectively

The averoge monthly exchange rate ot the year end was $1 56 £1

The opening exchange rate was $1 51 £1

The closing exchange rate was $162 £1
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Share based payments (continued)

{c] Expense ansing from share based payment transactions

2009 2008
£000 £000
Share options 62 (3)
Restricted stock units 40 6

102 3

Ultimate parent undertoking and controlling party

The company's immediate parent undertaking 1s Pll Group Limited, a company registered in England and
Wales

The smallest and largest group v which the results of the company are consolidated 15 that headed by its
ultimate parent undertaking, General Electric Company, a company incarporated in the United States of
Amenca The consolidated financial statements of this company are available to the public and may be
obtamned froam 3135 Easton Turnpike, Farfield, Connecticut, 06828, USA or at www ge com
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