


DIRECTORS’ REMUNERATION REPORT CONTINUED

POLICY ON REMUNERATION OF EXECUTIVE DIRECTORS CONTINUED
The bar chart below explains the relevant importance of the elements of the remuneration package that are performance related and those that are not.
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For the purposes of the chart set out above, salary, benefits and bonuses are the amounts received in 2008 LTIP and DABS awards are included at their face value.

» Salary

In reviewing Executive Directors’ salaries due consideration is given to the levels of increase granted to other employees within the Group and the Committee
reviews and notes the total individual remuneration packages of each of the other Senior Executives. The Committee also considers the information from the
Company’s comparator group, which comprises |8 companies of broadly similar market capitalisation to the Company’s (excluding finance and real estate companies)
and |6 companies having broadly similar levels of turnover. Basic salaries are reviewed annually or when a change of responsibility occurs.

The Committee considers that the targets set for the different elements of performance related remuneration (including the share incentive schemes) are appropriate
and demanding in the context of the Company'’s trading environment and the business challenges it faces.

The Committee believes that the EPS condition is appropriate for its share incentive schemes (i.e. LTIP and DABS) as it requires substantial improvements from
an appropriate base level in the underlying financial performance of the Company in order for the awards to become exercisable. Deloitte LLP, in their capacity
as Auditors, are required to review the calculations as to whether the performance targets for all relevant share schemes have been achieved before any exercise
is permitted.

The main components of Executive Directors’ remuneration are given below:

BASE SALARY AND BENEFITS

Base salary and benefits are determined annually by the Committee based upon the recommendations of the Chief Executive and after a review of the individual’s
performance, experience and market trends. The Chief Executive does not make recommendations to the Committee in respect of his own remuneration.
The Committee takes into account published remuneration information on comparable companies and salary policy within the rest of the Group. Benefits comprise
a company car, medical and permanent health insurance. The value of benefits is not pensionable. The Company has decided that against the current economic
background and uncertainty over the state of the market in 2009, the pay review which would normally have been effective from | January 2009 has been postponed.
Consequently the Executive Directors’ base salaries were not reviewed on | January 2009. This is in line with the arrangements in place for the rest of the UK workforce.

The annual rates of base salary in force during the year are shown in the table below:

Annual rate Annual rate

of salary of salary
Name 2008 2009 Increase
M. J. Chivers £270,000 £270,000 Nil
C. ). Davies £365,000 " £465,000 Nil
G. W. Davies £300,000 £300,000 Nil
D. Williams £515,000% - Nil

~Mr. C. . Davies' salary was increased to £365,000 with effect from | January 2008 following his appointment as Deputy Chief Executive and increased to
£465,000 per annum on | July 2008 on his appointment as Chief Executive. The basic salaries of the Executive Directors were not reviewed at | January 2009
in line with the deferment of the salary review for all UK employees.

* Mr. D. Williams ceased to be a Director on 30 June 2008.
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POLICY ON REMUNERATION OF EXECUTIVE DIRECTORS CONTINUED

ANNUAL BONUS
The annual performance related bonus provides Executive Directors with an incentive to achieve performance targets, which are set at the beginning of a financial year.

The performance metrics for the year under review and the following year are shown in the table below:

Debt
management/ Profit Personal Maximum
working capital before tax objectives bonus of
Name Year improvement % of salary % of salary % of salary
M. J. Chivers 2008 - 85% 15% 100%
2009 30% 50% 20% 100%
C. J. Davies 2008 - 90% 10% 100%
2009 30% 50% 20% 100%
G. W. Davies 2008 - 90% 10% 100%
2009 30% 50% 20% 100%
D. Williams 2008 - 90% 10% 100%

Despite the Group achieving a creditable performance in an exceptionally difficult trading environment the Group's profit before tax in 2008 was not sufficient for any
part of the profit element of the annual bonus to become payable. The personal objectives for 2008 were achieved in full by Mr. C. J. Davies resulting in the maximum
10% of base salary for this element being payable to Mr. C. J. Davies and in the case of Mr. G. W. Davies to the extent that 7.5% of base salary being payable to him
for this element. In addition, during the year in view of the rapidly deteriorating economic climate, Mr. C. J. Davies and Mr. G. W. Davies were separately targeted to
implement specific restructuring measures within the Group for which an additional maximum of 5% of base salary could be earned. These specific measures were
successfully implemented and an amount of 5% of base salary became payable to Mr. C. J. Davies and Mr. G. W. Davies. Mr. M. J. Chivers’ personal objectives were
achieved to the extent of an amount of 10.5% of base salary being payable. The annual bonus paid to Mr. D. Williams was based on the achievement of his personal
objectives on the financial performance of the Group for the period to 30 June 2008 being the date of his retirement.

For 2009 the Committee has agreed that the maximum bonus that can be earned should remain at 100% of base salary for each Executive Director. The performance
metrics have been changed to include an element for debt management/working capital improvement in addition to the profit before tax and personal objective
elements as set out in the table above.

PENSION SCHEMES

All Executive Directors are members of the Group's contributory defined benefit pension scheme, which enables members to retire at age 60 with a maximum
pension after 40 years' pensionable service equivalent to two-thirds of final pensionable salary. Pensionable salary is basic salary, excluding bonuses. Final pensionable
salary is the average of the highest three consecutive pensionable salaries in the last ten years before retirement. For service up to 31 July 2002, pensions in payment
are guaranteed to increase by 5% per annum compound. Following consultation with the active membership of the scheme certain changes were made to the
contribution levels and benefits in order to limit future liabilities and, consequently, for service from | August 2002, pensions in payment are guaranteed to increase
by the lower of 5% per annum or the increase in the Retail Price Index. On death before retirement, a lump sum equal to four times current salary is paid, together
with a spouse’s pension of 50% of pensionable salary. As part of this scheme, all Executive Directors are covered by permanent health insurance.

In March 2006 the Board agreed that the rules of the Group’s contributory defined benefit pension scheme should be amended to permit continued accrual in the
scheme to age 65. All members will be permitted to take their benefits at age 60 without abatement if they so wish.

SHARE OPTION SCHEMES

LONG TERM INCENTIVE PLANS

All Executive Directors are eligible to participate in the LTIP Under the LTIP participating Directors and other designated Senior Managers are granted nil cost share
options up to a maximum of 100% of base salary. In 2004 Shareholders approved the adoption of a new LTIP Options were granted in each of the five years ended
31 December 2003 under the old Plan and in 2004, 2005, 2006, 2007 and 2008 under the new Plan. As set out on page 58 in the Directors’ share options table
under the heading LTIP, none of the Executive Directors have awards which had not vested at 3| December 2008 under the old Plan. Awards under the LTIP are
not pensionable. Awards under both of the LTIPs are exercisable between three and ten years from the date of grant but the right to exercise options terminates
upon the employee ceasing to hold office with the Group, subject to certain exceptions and the discretions of the Remuneration Committee. There were no

exercises of discretion by the Committee during the year.

All LTIP awards are subject to EPS performance conditions. The performance targets attaching to LTIP awards that are still subject to performance are set out below.
In the case of the Awards made in 2004, 2005 and 2006, the performance condition is based on real (in excess of RPI) annual compound growth in EPS as shown
below. The three year performance period for Awards starts at the beginning of the financial year in which the Award is made. There is no facility for retesting the

performance condition after the end of the three year performance period.

Real annual compound growth

in Group EPS over three years Percentage of award vesting
Threshold 3% 30%
Maximum 10% 100%
Between threshold and maximum 3% — 10% Pro-rata between 30% and 100%
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DIRECTORS’ REMUNERATION REPORT CONTINUED

POLICY ON REMUNERATION OF EXECUTIVE DIRECTORS CONTINUED
SHARE OPTION SCHEMES CONTINUED
LONG TERM INCENTIVE PLANS CONTINUED

In the case of the 2007 Award, the performance condition is based on real (in excess of RPI) annual compound growth in EPS as shown below. The three year
performance period for Awards starts at the beginning of the financial year in which the Award is made. There is no facility for retesting the performance condition

after the end of the three year performance period.

Real annual compound growth
in Group EPS over three years

Percentage of award vesting

Threshold 5%
Maximum 10%
Between threshold and maximum 5% — 10%

30%
100%
Pro-rata between 30% and 100%

In the case of the 2008 Award, the performance condition is based on real (in excess of RPI) annual compound growth in EPS as shown below. The three year
performance period for Awards starts at the beginning of the financial year in which the Award is made. There is no facility for retesting the performance condition

after the end of the three year performance period.

Real annual compound growth
in Group EPS over three years

Percentage of award vesting

Threshold 5%
Maximum 12%
Between threshold and maximum 5% — 12%

30%
100%
Pro-rata between 30% and 100%

The above performance conditions were chosen because they were believed to be challenging and not only take account of the need for long term performance
and commitment but also are an important means of aligning the interests of the employees and Shareholders. At the end of the relevant period the Remuneration

Committee assesses whether the performance conditions have been satisfied.

In 2008 Awards were made under the LTIP to Mr. C .J. Davies with a value of 100% of his base salary at | July 2008 and to Mr. M. J. Chivers and Mr. G. W. Davies

with a value of 75% of their base salary as shown in the table on page 58.

For 2009 the Remuneration Committee has decided that the level of Award to be made under the LTIP will be reduced to a maximum of 50% of base salary
and the performance criteria will be based on the achievement of an absolute EPS target which would be set between a prescribed range to be achieved at the

end of the three year performance period.

DEFERRED ANNUAL BONUS SCHEME (“DABS”)

In 2004, Shareholders approved the introduction of a DABS. Participants (including Executive Directors) are invited to use up to 50% of their annual performance
related cash bonus (after income tax and national insurance) in respect of the preceding financial year to purchase shares in the Company. The purchased shares
must be retained for three years. Participants purchasing such shares will be eligible to receive up to a maximum of one additional free matching share for every
share purchased, providing certain pre-set real (in excess of RPI) annual compound EPS growth targets are met over a three year period. For 2008 the performance

targets for the DABS are shown below:

Real annual compound growth
in Group EPS over three years

Percentage of award vesting

Threshold 3%
Maximum 5%
Between threshold and maximum 3% - 5%

50%
100%
Pro-rata between 50% and 100%

The above performance conditions were chosen because they were believed to be challenging and not only take account of the need for long term performance
and commitment but also are an important means of aligning the interests of employees and Shareholders. At the end of the relevant period the Remuneration

Committee assesses whether the performance conditions have been satisfied.

Awards made under the DABS are not pensionable and are set out in the table on page 58.

Under the rules of the LTIP and the DABS, outstanding awards vest on termination for certain reasons, such as death, retirement and redundancy or on a change
of control, on a time related, pro-rata basis subject to the satisfaction of the relevant performance criteria. If, however, the termination of employment is for a reason

other than one of those specified in the rules an individual's full award lapses.

EMPLOYEE SHARE SCHEMES

The Executive Directors are also eligible to participate in the Company’s Share Incentive Plan (*SIP”), which commenced in November 2005 and is open to all
UK employees of the Group. This replaced the Savings Related Share Option Scheme (“SAYE”) for UK employees as a decision has been taken not to operate both

schemes at the same time.
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NON-EXECUTIVE DIRECTORS

The Non-Executive Directors, including the Chairman, do not have service contracts. The Company'’s policy is that Non-Executive Directors are appointed for
specific terms of three years unless otherwise terminated earlier by, and at the discretion of, either party upon three months’ written notice. Non-Executive Directors’
appointments are reviewed at the end of each three year term. Non-Executive Directors will normally be expected to serve two three year terms, although the
Board may invite them to serve for an additional period.

The Executive Directors are responsible for recommending to the Board the fees of Non-Executive Directors. The basic Non-Executive Director fee is calculated by
reference to current market levels and takes account of the time commitment and the responsibilities of the Non-Executive Directors. Non-Executive Directors do
not receive benefits from the Company and they are not eligible to join the Company’s pension scheme or participate in any bonus or incentive scheme or any of
the Company'’s share option schemes. Any reasonable expenses that they incur in the furtherance of their duties are reimbursed by the Company. The Chairman
and Non-Executive Directors’ fees are reviewed in May each year with any increase being payable from | June.

The dates of their letters of appointment and annual entitlement to fees are set out below:

Total Total

annual annual

Senior Chairman of fees fees

Independent Remuneration/ from from

Date of Basic Director Audit Committee I May | May

Date of letter of fee fee fee 2008 2007

appointment appointment £ £ £ £ £

P H. Blackburn 01/07/2001 14/06/2001 44,500 2,000 6,000 52,500 50,000
M. J. C. Borlenghi 02/04/2004 08/03/2004 44,500 - - 44,500 42,000
D. A. Haxby 01/03/2003 28/02/2003 44,500 - 8,000 52,500 50,000
L. O. Tench 01/03/2003 28/02/2003 145,000 — — 145,000 134,000

Mr. B H. Blackburn, Mr. M. J. C. Borlenghi, Mr. D. A. Haxby and Mr. L. O. Tench, as Non-Executive Directors, did not hold or have granted any share options during
the year.

SERVICE CONTRACTS
The Executive Directors have service contracts for a continuous term to retirement age providing for a rolling twelve-month notice period in writing by either party.
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The service contracts for Mr. M. J. Chivers, Mr. C. ]. Davies and Mr. G. W. Davies are dated | January 1995, 28 January 2009 and | August 2002 respectively.
The Company can discharge any obligation in relation to the unexpired portion of their notice period or any notice required to be given under their service contracts
by making a payment in lieu thereof subject to the deduction of tax and national insurance. If the Company terminates employment without giving notice or making

a payment in lieu, any damages to which the Executive may be entitled is to be calculated in accordance with common law principles, including those relating to mitigation
of loss and accelerated receipt. The service contract for Mr. D. Williams, who served as a Director until 30 June 2008, was dated 4 December 2006. The Company
could terminate his employment forthwith in lieu of a twelve month notice period or any unexpired portion thereof by paying to him an amount equal to his basic
salary for such period and an amount in lieu of the bonus which he would have received had he remained employed during the notice period and providing him with
all benefits to which he would have been entitled. If the Company had terminated his employment without giving notice or making a payment in lieu, any damages
to which he may have been entitled would have been calculated in accordance with common law principles, including those relating to mitigation of loss and
accelerated receipt. On his retirement, Mr. D. Williams received no additional or ex-gratia payments.

SHARE OWNERSHIP GUIDELINES

To better align Executive Director interests with those of Shareholders the Company has established the principle of requiring Executive Directors to build up and
maintain a beneficial holding of shares in the Company equivalent to a minimum of one times basic salary. Under normal circumstances it is expected that this should
be achieved within five years of 31 December 2004, or within five years of appointment, whichever is the later. It is anticipated that the satisfaction of this target will
be mainly achieved by the vesting of shares through the Company’s share schemes.

SIG plc Annual Report and Accounts 2008 55



DIRECTORS’ REMUNERATION REPORT CONTINUED
INCLUDING THE STATEMENT OF REMUNERATION POLICY FOR THE YEAR ENDED 31 DECEMBER 2008

PERFORMANCE GRAPH

The following graph shows the Company’s Total Shareholder Return (“TSR”) performance, compared with the performance of the FTSE All Share Support Services Index
over the five year period to 3| December 2008. This index has been selected because the Company believes that the constituent companies comprising the
FTSE All Share Support Services Index are the most appropriate for this comparison as they are affected by similar commercial and economic factors to SIG.
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DIRECTORS’ INTERESTS IN THE SHARES OF SIG PLC
The interests of the Directors in office at 31 December 2008 and of their families in ordinary shares of the Company at the following dates were:

2007

2008

— SIG plc

—— FTSE All Share Support Services

| January

2008

31 December or date of

2008 appointment

P H. Blackburn 13,000 8,000
M. J. C. Borlenghi 7,236 5,000
M. J. Chivers 53,679* 51,471%
C. J. Davies 41,409* 23,300%*
G. W. Davies 89,156* 55,597*
D. A. Haxby Nil Nil
L. O. Tench 34,000 24,000

* Includes shares purchased under the SIG plc SIP

All shareholdings were unchanged as at |7 March 2009 other than on 15 January 2009, Mr. C. J. Davies and Mr. G. W. Davies acquired a further 73 shares
and Mr. M. J. Chivers a further 74 shares under the SIG SIP and on |7 February 2009 Mr. M. J. Chivers, Mr. C. J. Davies and Mr. G. W. Davies acquired a further

125 shares under the SIG SIP
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DIRECTORS’ EMOLUMENTS
Annual

performance 2008 2007
Salary related Total Total
and fees bonus Benefits emoluments emoluments
£000 £000 £000 £000 £000
Chairman
L. O. Tench (Chairman) 141 - - 141 133
Executive
C. J. Davies (appointed 12/02/2007) 415 70 18 503 382
D. Williams (retired 30/06/2008) 269 83 3 355 966
M. J. Chivers 270 28 24 322 451
G. W. Davies 300 38 22 360 516
Non-Executive
P H. Blackburn 52 - - 52 49
M. J. C. Borlenghi 44 - - 44 41
D. A. Haxby 52 - - 52 49
Total 1,543 219 67 1,829 2,587

The base salaries for the Executive Directors as at | January 2009 are: Mr. C. ]. Davies £465,000; Mr. G. W. Davies £300,000; and Mr. M. J. Chivers £270,000.
As has been previously stated the | January 2009 salary review has been postponed.

There were no expense allowances or compensation for loss of office payments.
There are no deferred bonuses.
The highest paid Director in the year was Mr. C. |. Davies.

Benefits relate to the estimated value of the provision of a company car and medical insurance premiums.
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There were no sums paid to third parties in respect of the services of any Director.

Aggregate emoluments disclosed above do not include any amounts for the value of options to acquire ordinary shares in the Company granted to or held by the
Executive Directors.

DIRECTORS’ PENSIONS
The following Directors had retirement benefits accruing under the Company’s main contributory defined benefit scheme in respect of qualifying services during
the year:

Increase/ Transfer
(decrease) value of Contributions  Transfer value
in accrued increase in Accrued Transfer Transfer made by increase after
Increase benefits accrued benefits at value at value at Executive to deducting
in accrued net of benefits net 31 December 31 December | January the scheme Executive
benefits inflation of inflation* 2008 2008 2008 in the year contributions
£000 £000 £000 £000 £000 £000 £000 £000
M. J. Chivers 16 I 367 152 3,810 2,603 20 [,187
C. J. Davies 21 19 436 63 1,440 738 27 675
G. W. Davies 10 7 123 72 [,142 733 23 388
D. Williams |7 (75) (1,929) 153 4,920 4,430 20 470

* After deducting Executive contributions.

Mr. D. Williams retired from the scheme on 30 June 2008 and took a pension of £152,800 per annum and a cash sum of £763,226, which included his Additional
Voluntary Contributions ("AVC") fund value of £90,622. The amounts disclosed above at 31 December 2008 are in relation to the pension only.

The transfer values disclosed above are calculated in a manner consistent with “Retirement Benefit Schemes — Transfer Values (GNI )" published by the Institute of
Actuaries and the Faculty of Actuaries. They do not represent a sum paid or payable to the individual Director but instead represent a potential liability of the pension scheme.

Members of the above scheme have the option to pay AVC; neither such contributions nor the resulting benefits are included in the above table.
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DIRECTORS’ REMUNERATION REPORT CONTINUED

DIRECTORS’ SHARE OPTIONS
Mr. B H. Blackburn, Mr. M. J. C. Borlenghi, Mr. D. A. Haxby and Mr. L. O. Tench, as Non-Executive Directors, did not hold or have granted any share options

during the year.

The share options for the other Directors who held office at any time during the year ended 3| December 2008 are set out below:

Number of shares

Market price at date of:

Exercise dates

Date on Market At At

which price | January 31 December  Exercise Date on
scheme when scheme 2008 2008 expires Earliest which
interest interest or date of or date of  per |0p vesting Date option
was awarded was awarded  appointment  Granted Exercised  Lapsed cessation share Vesting Exercised date exercised expires
Deferred Annual

Bonus Scheme

C. J. Davies

(appointed

12/02/2007)

— 13/04/2006 866.3p 1,447 - - - 1,447 Nil - - 13/04/2009 - 12/04/2016
— 17/04/2007 I,166.0p 1,072 — — — 1,072 Nil — - 17/04/2010 - 16/042017
D. Williams

(resigned

30/06/2008)

—~ 19/04/2005 610.0p 2,626 - Q626 - - Nl — 789.0p  19/04/2008 23/04/2008  29/06/2009
— 13/04/2006 866.3p 2,026 — — — 2,026 Nil — - 30/06/2008 - 29/06/2009
Long Term

Incentive Plan

M. J. Chivers

— 19/04/2005 610.0p 17,622 - (17,622) - - Nil - 789.0p 19/04/2008 23/04/2008 18/04/2015
- 13/04/2006 911.7p 13,436 - - - 13,436 Nil - - 13/04/2009 - 12/04/2016
— 17/04/2007 1,300.8p 9,917 - - - 9,917 Nil - - 17/04/2010 - 16/04/2017
— 14/04/2008 801.1p — 257277 — — 25,277 Nil — - 14/04/2011 - 13/04/2018
C. ). Davies

(appointed

12/02/2007)

- 19/04/2005 610.0p 8,042 - (8,042 - - Nil - 789.0p  19/04/2008 23/04/2008 18/04/2015
— 13/04/2006 911.7p 5,765 - - - 5,765 il - - 13/04/2009 - 12/04/2016
— 17/04/2007 1,300.8p 8,649 - - - 8,649 il - - 17/04/2010 - 16/04/2017
- 14/04/2008 801.1p - 45562 - - 45,562 Nil - - 14/04/201 1 - 13/04/2018
— 08/09/2008 542.3p - 9,220 — — 9,220 Nil — — 08/09/2011 — 07/09/2018
G. W. Davies

— 19/04/2005 610.0p 19,262 - (19,262) - - il — 789.0p 19/04/2008 23/04/2008 18/04/2015
— 13/04/2006 911.7p 14,808 - - - 14,808 Nil - - 13/04/2009 - 12/04/2016
— 17/04/2007 1,300.8p 10,955 - - - 10,955 Nil - - 17/04/2010 - 16/04/2017
— 14/04/2008 801.1p — 28,086 — — 28,086 Nil - - 14/04/2011 — 13/04/2018
D. Williams

(resigned

30/06/2008)

— 19/04/2005 610.0p 48,770 - (48,770) - - Nil - 789.0p  19/04/2008 23/04/2008 29/06/2009
— 13/04/2006 911.7p 34,935 - - - 34,935 Nil - - 30/06/2008 - 29/06/2009
— 17/04/2007 1,300.8p 25,830 — - — 25,830 Nil — - 30/06/2008 - 29/06/2009
Savings

Related

Schemes

M. J. Chivers

— 10/05/2004 360.0p 5,450 — - — 5,450 300.0p — - 01/07/2009 - 31/12/2009
C. J. Davies

(appointed

12/02/2007)

— 10/05/2004 360.0p 5,450 — — — 5,450 300.0p - - 01/07/2009 - 31/12/2009
G. W. Davies

—07/05/2003 205.5p 9,954 — (9,954) — - 165.0p — 508.0p 01/07/2008 22/08/2008 31/12/2008
Total 246,016 108,145 (106,276) — 247,885
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DIRECTORS’ SHARE OPTIONS CONTINUED
LTIP and DABS awards are subject to real annual compound EPS targets over the three year performance period as set out on pages 53 and 54.

No price has been paid for any awards of share options.
The market price of the shares at 31 December 2008 was |78.5p and the range during 2008 was 129.5p to 920p.

The aggregate of the total theoretical gains on options exercised by the Directors during 2008 amounted to £794,123 (2007: £1,881,821). This is calculated by
reference to the difference between the closing mid-market price of the shares on the date of exercise and the exercise price of the options, disregarding whether
such shares were sold or retained on exercise and is stated before tax.

A resolution to approve this report will be proposed at the Annual General Meeting.
The Board of SIG plc has approved this Directors’ Remuneration Report.
On behalf of the Board

Wl

PETER BLACKBURN
CHAIRMAN OF THE REMUNERATION COMMITTEE
18 MARCH 2009
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REPORT OF THE AUDIT COMMITTEE

This Report to Shareholders has been prepared by the Audit Committee (“the Committee”) on behalf of the Board in accordance with the requirements of
paragraph C.3.3 of the Combined Code on corporate governance and paragraphs 5.1 and 5.2 of the guidance on Audit Committees produced by Sir Robert Smith.
The report gives details of the work of the Committee in discharging its responsibilities.

MEMBERSHIP
Throughout 2008, the Committee comprised the three independent Non-Executive Directors. Mr. D. A. Haxby was the Chairman and Mr. P H. Blackburn and
Mr. M. J. C. Borlenghi were members. The Board considers that each member of the Committee is independent within the definition set out in the Combined Code.

The Chairman of the Committee, Mr. D. A. Haxby is a Chartered Accountant (FCA) and is considered by the Board to have significant recent and relevant financial
experience. He was a Partner in Arthur Andersen for |8 years (1977-1995) holding Senior Management positions in the UK Practice from 1985 to 1995. Since then
he has served as Audit Committee Chairman of a number of UK listed companies. The other members of the Committee have a wide range of business experience,
which is evidenced by their biographical summaries on page 40. The Board makes appointments to the Committee. The Company Secretary acts as Secretary to
the Committee.

Members of the Committee undertake ongoing training as required.

TERMS OF REFERENCE
The Committee operates under Terms of Reference which can be found on the Company’s website and which are available on application to the Company Secretary
at the registered office. They are reviewed annually by the Committee and changes are recommended to the Board for approval.

The main duties of the Committee set out in its Terms of Reference are:

2 monitoring the integrity of the Company’s Accounts, including its Annual Report and Accounts and Half-yearly Report;

2 reviewing the consistency of accounting policies, including any changes;

7 keeping under review the effectiveness of the Company'’s internal control and risk management systems;

2 reviewing the Company’s arrangements for its employees to raise concerns, in confidence, about possible wrongdoing in financial reporting or other matters;
2 monitoring and reviewing the effectiveness of the Company’s outsourced internal audit function;

2 reviewing the annual audit plan and receiving the Auditors’ Reports and the Company’s response;

2 considering and making recommendations to the Board in relation to the appointment, re-appointment and removal of the Company’s external Auditors;

2 overseeing the relationship with the external Auditors, including (but not limited to) approving their remuneration, assessing annually their independence and
objectivity, taking into account relevant professional and regulatory requirements and the relationship with the Auditors as a whole, including the provision of
any non-audit services; and

2 reporting to the Board and identifying any matters on which the Committee considers that action or improvement is needed and making recommendations
as to the steps to be taken.

The Committee has the power to engage outside advisers if it considers it to be necessary.
The Committee reviews its own performance annually and considers where improvements can be made.

The Chairman of the Committee attends the Annual General Meeting to respond to any Shareholder questions that might be raised on the Committee’s activities.

MEETINGS

The Committee meets regularly throughout the year and its agenda is linked to events in the Company’s financial calendar. The agenda is mostly cyclical although
each member of the Committee may require reports on matters of interest in addition to the regular items. It is planned to meet four times a year. In 2008 it met
four times and all members of the Committee attended each meeting. The Finance Director attended all four of the scheduled meetings and the external Auditors
three. They have direct access to the Committee Chairman. The Chairman of the Board and the other Executive Directors attend the meetings of the Committee
at the invitation of the Committee Chairman. The external Auditors had a confidential discussion with members of the Committee without the Chairman of the
Board and the Executive Directors being present on one occasion in 2008 and in March 2009 before the signing off of the 2008 Annual Report and Accounts.
Ernst & Young LLP who provide an outsourced internal audit function for the Group, are invited to most meetings to present their reports. The Chairman of

the Committee also meets with Ernst & Young LLP without the Executive Directors present.
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WORK OF THE COMMITTEE
The Committee discharged its obligations in respect of 2008 as follows:

2 Annual Report and Accounts and Half-yearly Report — at its meetings in August 2008 and March 2009, the Committee reviewed the financial reporting issues
and judgements contained in the Company'’s Interim Announcement and its Annual Report and Accounts respectively. At the March 2009 meeting the Committee
received a report from the external Auditors setting out the accounting or judgemental issues which required its attention;

2 accounting policies and standards — at its November 2008 meeting the Committee reviewed the application of any new accounting policies or standards that
would be applicable to the Group’s 2008 Annual Report and Accounts. The Committee is updated regularly on actual and pending changes to accounting standards;

7 internal controls and risk management — in December 2008 and March 2009, the Committee considered detailed reports from the Group Finance Director
on the operation of and issues arising from, the Group's internal control procedures, together with observations from the external Auditors. It also monitored
the effectiveness of the Group’s risk management process, which considers the key risks, both financial and non-financial, facing the Group and the effectiveness
of the Group’s controls to manage and reduce the impact of those risks;

2 in August 2008 the Committee reviewed its Terms of Reference and Non-audit Services Policy. Following the appointment of PricewaterhouseCoopers
as the Group's tax advisers in August 2006 and other preferred suppliers having been identified for due diligence services, Deloitte LLP’s role is now solely
that of Group Auditors for the whole of the SIG Group together with any “auditor permitted” services which the Group considers appropriate;

7 external Auditors’ work and relationship — the Committee reviewed the external Auditors’ proposed audit plan in December 2008; considered its
pre year-end issues report in December 2008; reviewed the fees paid for audit and for non-audit services in March 2009; and assessed the external
Auditors’ independence and objectivity in November 2008 and March 2009;

2 internal audit function — in April 2006 Ernst & Young LLP was appointed to provide an outsourced internal audit function for the Group. During the year
Ernst & Young undertook work on the Group’s Control Self Assessment (“CSA") procedures including the independent validation of CSA reporting at a number
of businesses in the UK and Ireland and a number of special projects. The Committee received reports from Ernst & Young at its meetings in March 2008,
August 2008, November 2008, December 2008 and March 2009. In March 2008 the Committee agreed the scope of work of the internal audit function
for 2008; and

2 “Whistleblowing” Policy — in August 2008 the Committee reviewed the Whistleblowing Policy under which employees may in confidence notify the Company
of any concerns, inter alia matters involving financial reporting. It also reviewed the procedures for investigating and resolving any such concerns. A copy of the
whistleblowing policy is available on the Company’s website. The Committee also reviewed the arrangements for the Group'’s confidential hotline which provides
a facility for employees to bring matters to management's attention on a confidential basis. The hotline is provided by an independent third party. The hotline was
introduced for UK employees in November 2007 for identification of matters they consider relevant. A full investigation is carried out on all matters raised and a
report is prepared for feedback to the complainant. The hotline was extended to employees of all of the Group's Mainland European operations in April 2008.

(o]
(=]
=
-/
E
=1
m
)
<
m
)
=
>
=
(o)
m

INDEPENDENCE OF AUDITORS
The Board is aware of the need to maintain an appropriate degree of independence and objectivity on the part of the Group external Auditors. Both the
Audit Committee and the external Auditors, Deloitte LLP have safeguards in place to avoid the Auditors’ independence and objectivity being compromised.

The Group policy with regard to the provision of audit and non-audit services by the external Auditors, which was operated during 2008, is based on the principles
that they should only undertake non-audit services where they are the most appropriate and cost-effective provider of the service and where the provision of
non-audit services does not impair, or is not perceived to impair, the external Auditors’ independence and objectivity. It categorises such services between:

2 Auditor permitted services — those services which it is acceptable for the Auditors to provide and the provision of which can be engaged without referral to the
Committee (e.g. regulatory and other specialist financial reporting and accounting advisory services);

2 Auditor excluded services — those engagements that the Committee and the Board do not consider appropriate for the Auditors to undertake (e.g. selection,
design or implementation of major financial systems, provision of internal audit services or risk management assessment and monitoring services); and

2 Auditor authorised services — those services for which the specific approval of the Committee is required before the Auditors are permitted to provide the service
(e.g. complex tax planning and structure advice, corporate finance and M&A activity).
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REPORT OF THE AUDIT COMMITTEE CONTINUED

INDEPENDENCE OF AUDITORS CONTINUED

The policy defines the types of services falling under each category and sets out the criteria to be met and the internal approvals required prior to the commencement
of any ‘Auditor Authorised Services”. The Committee regularly reviews an analysis of all services provided by the external Auditors. The policy is reviewed annually
by the Committee and is approved by the Board.

Details of the amounts paid to the external Auditors for audit and non-audit services in 2008 are set out in Note 4 to the Accounts on page 77.

The external Auditors report to the Committee each year on the actions they have taken to comply with professional and regulatory requirements and best practice
designed to ensure their independence, including the rotation of key members of the external audit team. Deloitte LLP has formally confirmed their independence to
the Board in respect of the period covered by these financial statements. Having reviewed and expressed satisfaction with the level of fees, independence, objectivity,
expertise, resources and general effectiveness of Deloitte LLP the Committee recommends (and the Board agrees) that a resolution for the re-appointment of Deloitte LLP
as Auditors of the Company will be proposed at the forthcoming Annual General Meeting.

On behalf of the Board

DAVID HAXBY
CHAIRMAN OF THE AUDIT COMMITTEE
18 MARCH 2009
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CONSOLIDATED INCOME STATEMENT

Before Before

other Other other Other

items* items* Total items* items* Total

2008 2008 2008 2007 2007 2007

Note £m £m £m £m £m £m

Revenue
Existing operations 2,898.0 - 2,898.0 2,238.6 — 2,238.6
Acquisitions 155.6 - 155.6 216.6 — 216.6
Continuing operations I 3,053.6 - 3,053.6 2,455.2 - 2,455.2
Cost of sales 2 (2,245.2) - (2,245.2) (1,796.6) — (1,796.6)
Gross profit 808.4 - 808.4 658.6 - 658.6
Other operating expenses 2 (638.6) (62.8) (701.4) (499.2) (17.2) (516.4)
Operating profit
Existing operations 156.6 (62.8) 93.8 147.5 (17.2) 130.3
Acquisitions 13.2 - 13.2 1.9 — 1.9
Continuing operations 169.8 (62.8) 107.0 159.4 (17.2) 142.2
Finance income 3 11.9 - 11.9 9.2 l.4 10.6
Finance costs 3 (44.4) (41.4) (85.8) (28.5) — (28.5)
Profit before tax 4 137.3 (104.2) 33.1 140.1 (15.8) 1243
Income tax expense 6 (40.2) 13.9 (26.3) (41.9) 4.7 (37.2)
Profit after tax from
continuing operations 97.1 (90.3) 6.8 98.2 (1.1 87.1
Attributable to:
Equity holders of the Company 96.6 (90.3) 6.3 97.3 (ren 86.2
Minority interests 0.5 - 0.5 0.9 - 0.9
Earnings per share
Basic earnings per share 8 71.4p (66.7p) 4.7p 74.8p (8.5p) 66.3p
Diluted earnings per share 8 71.1p (66.5p) 4.6p 74.2p (8.4p) 65.8p

* “Other items” relate to the amortisation of acquired intangibles, impairment charges, gains and losses on derivative financial instruments and restructuring costs.
“Other items” have been disclosed separately in order to give an indication of the underlying earnings of the Group. Further information is provided within the
Statement of Significant Accounting Policies on page 68.

The accompanying Statement of Significant Accounting Policies and Notes to the Accounts are an integral part of this Consolidated Income Statement.
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CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE

2008 2007
Note £m £m
Profit after tax 6.8 87.1
Exchange difference on retranslation of foreign currency goodwill and intangibles 25 97.0 24.7
Exchange difference on retranslation of foreign currency net investments (excluding goodwill and intangibles) 25 61.8 18.8
Exchange and fair value movements associated with borrowings and derivative financial instruments 25 92.9) (41.2)
Tax credit on exchange difference arising on borrowings and derivative financial instruments 25 13.8 12.0
Gains and losses on cash flow hedges 25 35 (5.2)
Transfer to profit and loss on cash flow hedges 25 (1.4) 2.1
Current and deferred tax on share options 25 0.7) 0.8)
Actuarial (loss)/gain on defined benefit pension schemes 25 (10.6) 6.2
Deferred tax movement associated with actuarial (loss)/gain 25 3.0 (2.0
Total recognised income and expense for the year 80.3 101.7
Attributable to:
Equity holders of the Company 79.8 100.8
Minority interests 0.5 0.9
80.3 101.7

The accompanying Statement of Significant Accounting Policies and Notes to the Accounts are an integral part of this Consolidated Statement of Recognised Income
and Expense.
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CONSOLIDATED BALANCE SHEET

2008 2007
Note £m £m
Non-current assets
Property, plant and equipment 10 259.3 209.0
Goodwill I 567.1 434.9
Intangible assets 12 183.4 152.8
Deferred tax assets 22 18.7 17.4
1,028.5 814.1
Current assets
Inventories 14 268.6 224.6
Trade receivables I5 469.7 414.4
Other receivables I5 31.3 254
Derivative financial instruments I5 74.6 0.5
Cash and cash equivalents 71.7 89.2
915.9 754.1
Total assets 1,944.4 1,568.2
Current liabilities
Trade and other payables 16 373.2 366.1
Obligations under finance lease contracts 6 3.4 2.6
Bank overdrafts 16 18.8 1.9
Bank loans 16 345.3 150.8
Private placement notes 6 - 22.1
Loan notes 16 0.1 2.8
Derivative financial instruments 16 60.6 36.7
Current tax liabilities 16 5.9 17.4
Provisions 16 8.3 9.5
815.6 609.9
Non-current liabilities
Obligations under finance lease contracts 17 9.2 7.1
Bank loans 17 6.4 5.9
Private placement notes 17 328.6 251.8
Loan notes 17 0.1 I.4
Derivative financial instruments 17 70.9 355
Deferred tax liabilities 17 49.5 443
Other payables 17 4.0 2.8
Retirement benefit obligations 17 19.1 157
Provisions 17 22.1 18.9
509.9 383.4
Total liabilities 1,325.5 993.3
Net assets 618.9 574.9
Capital and reserves
Called up share capital 24 13.6 13.5
Share premium account 25 167.5 166.5
Capital redemption reserve 25 0.3 0.3
Special reserve 25 22.1 22.1
Share option reserve 25 2.6 2.7
Hedging and translation reserve 25 89.4 9.7
Retained profits 25 321.5 358.8
Attributable to equity holders of the Company 617.0 573.6
Minority interests 25 1.9 I.3
Total equity 25 618.9 574.9

The Accounts were approved by the Board of Directors on 18 March 2009 and signed on its behalf by:

Vi

CHRIS DAVIES GARETH DAVIES
DIRECTOR DIRECTOR

The accompanying Statement of Significant Accounting Policies and Notes to the Accounts are an integral part of this Consolidated Balance Sheet.
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CONSOLIDATED CASH FLOW STATEMENT

2008 2007

Note £m £m
Net cash flow from operating activities
Cash inflow from operating activities 26 156.0 160.3
Borrowing costs paid (42.2) (19.3)
Interest received 6.6 5.0
Income tax paid (27.8) (39.8)
Net cash inflow from operating activities 92.6 106.2
Cash flows from investing activities
Purchase of property, plant and equipment (65.9) (60.5)
Proceeds from sale of property, plant and equipment 15.8 4.1
Purchase of businesses I3 (121.4) (226.8)
Net cash used in investing activities (171.5) (283.2)
Cash flows from financing activities
Proceeds from issue of ordinary share capital 24 1.1 148.1
Capital element of finance lease rental payments 3.5 (2.5)
Repayment of loans/settlement of derivative financial instruments (74.8) (12.6)
New loans 146.0 98.6
Dividends paid to equity holders of the Company 7 (36.5) (28.4)
Payments to minority Shareholder (0.7) (0.8)
Net cash generated in financing activities 31.6 202.4
(Decrease)/increase in cash and cash equivalents in the year 27 (47.3) 254
Cash and cash equivalents at beginning of year 28 87.3 59.1
Effect of foreign exchange rate changes 12.9 2.8
Cash and cash equivalents at end of year 28 52.9 87.3

The accompanying Statement of Significant Accounting Policies and Notes to the Accounts are an integral part of this Consolidated Cash Flow Statement.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in this Annual Report and Accounts for the year ended 31 December 2008 are set out below.
BASIS OF PREPARATION
The Accounts have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as adopted by the European Union.

The Accounts have been prepared under the historical cost convention except for derivative financial instruments that are stated at their fair value. The Accounts
have been prepared on the basis of a going concern as set out on page 25.

At the date of authorisation of these Accounts, there are a number of new standards and interpretations issued but not yet effective (some of which are pending
endorsement by the European Union), which the Group has not applied in these Accounts. These include:

2 IFRS 8 "Operating Segments” — effective for accounting periods beginning on or after | January 2009;
7 IAS | “Presentation of Financial Statements” — revision effective for accounting periods on or after | January 2009;

2 IAS 27 “Consolidated and Separate Financial Statements — Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate” — revision effective
for accounting periods beginning on or after | July 2009;

2 IAS 23 “Borrowing Costs” — effective for costs incurred from | January 2009;

N

IAS 39 “Financial Instruments: Recognition and Measurement — Eligible Hedged Items” — revision applies retrospectively for accounting periods beginning
on or after | July 2009;

2 IFRS 2 “Share-based Payment” — revision effective for accounting periods beginning on or after | January 2009;
2 IFRS 3 “Business Combinations” — revision effective for accounting periods beginning on or after | July 2009; and
2 IFRIC 16 “Hedges of a Net Investment in a Foreign Operation” — effective for accounting periods beginning on or after | October 2008.

With the exception of IFRS 3 “Business Combinations”, the adoption of these standards in future periods are not expected to have a material impact on the financial
results of the Group. IFRS 3 “Business Combinations” is expected to impact the treatment of any acquisition-related costs (for instance finder’s fees, advisory, legal,
accounting, valuation and other professional or consulting fees incurred on the acquisition of new businesses) with such costs being expensed in the period. IFRS 3
is also expected to impact the treatment of contingent consideration associated with acquisitions.

BASIS OF CONSOLIDATION
The Consolidated Accounts incorporate the Accounts of the Company and each of its subsidiary undertakings after eliminating all significant inter-company transactions
and balances. The results of subsidiary undertakings acquired or sold are consolidated for the periods from or to the date on which control passed.

Minority interests in the net assets of consolidated subsidiaries are identified separately therein. Minority interests consist of the amount of those interests at the date
of the original business combination and the minority’s share of changes in equity since the date of the combination. Losses applicable to the minority in excess of the
minority’s interest in the subsidiary’s equity are allocated against the interest of SIG except to the extent that the minority has a binding obligation and is able to make
an additional investment to cover the losses.

CONSOLIDATED INCOME STATEMENT DISCLOSURE
In order to give an indication of the underlying earnings of the Group, certain items are presented in the middle column of the Consolidated Income Statement
entitled “Other items”. These include:

7 amortisation of acquired intangibles;
7 impairment charges;
7 gains and losses on derivative financial instruments; and

2 restructuring costs.

GOODWILL AND BUSINESS COMBINATIONS

All business combinations are accounted for by applying the purchase method.

Goodwill arising on consolidation represents the excess of the cost of the acquisition over the Group’s interest in the fair value of identifiable assets (including
intangible assets) and liabilities of the business acquired.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is not amortised but is tested annually for impairment, or more frequently when there

is an indication that goodwill may be impaired. For the purposes of impairment testing, goodwill is allocated to each of the Group'’s cash-generating units (*CGU")
expected to benefit from the synergies of the combination. If the recoverable amount of the CGU is less than the carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount
of each asset in the unit. An impairment loss recognised for goodwill is not reversed in a subsequent period.

On disposal of a subsidiary, the attributable amount of remaining goodwill relating to the entity disposed of is included in the determination of any profit or loss on disposal.
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GOODWILL AND BUSINESS COMBINATIONS CONTINUED

In accordance with the transitional arrangements of IFRS |, the Group has taken the option to apply IFRS 3 to business combinations from the transition date only

(I' January 2004). Goodwill arising on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts subject to being tested
for impairment at that date. Goodwill written off to reserves under UK GAAP prior to | January 1998 has not been reinstated and is not included in determining any
subsequent profit or loss on disposal.

Goodwill recorded in foreign currency is retranslated at each period end. Any movements in the carrying value of goodwill as a result of foreign exchange rate
movements are recognised in the Consolidated Statement of Recognised Income and Expense.

Negative goodwill arising on an acquisition is recognised immediately in the Consolidated Income Statement.

INTANGIBLES

The Group recognises intangible assets at cost less accumulated amortisation and impairment losses. The Group recognises two types of intangible assets: acquired
and purchased. Acquired intangible assets arise as a result of applying IFRS 3 which requires the separate recognition of intangible assets from goodwill on all business
combinations from | January 2004. Purchased intangible assets relate primarily to software that is separable from any associated hardware.

Intangible assets are amortised on a straight line basis over their useful economic lives as follows:

Amortisation period

Customer relationships Life of the relationship
Brands Indefinite
Non-compete contracts Life of the contract
Specific customer contracts Life of the contract
Order books Life of the order book
Software Useful life of software

The Group is currently amortising customer relationships and non-compete contracts on average over 7.4 years and 3.0 years respectively.

An indefinite useful life has been determined for brands on the basis that the brand is expected to be maintained indefinitely and is expected to continue to drive value
for the Group. Brands will be reviewed for impairment on at least an annual basis.

REVENUE RECOGNITION
Revenue represents amounts receivable for goods net of allowances and value added tax. Revenue from the sale of goods is recognised when the goods have been
received by the customer.

BORROWING COSTS
All borrowing costs are recognised in the Consolidated Income Statement in the period in which they are incurred.

PENSION COSTS
SIG operates five defined benefit pension schemes.

The Group's net obligation in respect of these defined benefit pension schemes is calculated separately for each plan by estimating the amount of future benefit that
employees have earned in return for their service in both current and prior periods. That benefit is discounted using an appropriate discount rate to determine its
present value and the fair value of any plan assets is deducted.

Where the benefits of the plan are improved, the portion of the increased benefit relating to past service by employees is recognised as an expense in the
Consolidated Income Statement, on a straight line basis, over the average period until the benefits become vested. To the extent that the benefits vest immediately,
the expense is recognised immediately.

The full service cost of the pension schemes is charged to operating profit. The finance cost of liabilities and expected return on assets are included within finance
costs and finance income respectively in the Consolidated Income Statement.

SINNOJJY

The actuarial gain or loss arising is charged through the Consolidated Statement of Recognised Income and Expense and is made up of the difference between the
expected return on assets and those actually achieved, the difference between the actuarial assumptions for liabilities and actual experience in the period and any
changes in the assumptions used in the valuations.

The pension scheme deficit is recognised in full and presented on the face of the Consolidated Balance Sheet. The associated deferred tax asset is recognised within
non-current assets in the Consolidated Balance Sheet.

For defined contribution schemes the amount charged to the Consolidated Income Statement in respect of pension costs and other post-retirement benefits is the
contributions payable in the year. Differences between contributions payable in the year and contributions actually paid are included within either accruals or
prepayments in the Consolidated Balance Sheet.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

SHARE-BASED PAYMENTS
In accordance with the transitional provisions, IFRS 2 has been applied to all share options granted after 7 November 2002 that remained unvested as of | January 2005.
IFRS 2 has also been applied to all share options granted thereafter.

The Group issues equity-settled share-based payments only (share options). Share options are measured at fair value at the date of grant based on the Group's
estimate of shares that will eventually vest. The fair value determined is then expensed in the Consolidated Income Statement on a straight line basis over the vesting
period, with a corresponding increase in equity. The fair value of the options is measured by use of the Black-Scholes option pricing model.

The amount recognised as an expense is adjusted to reflect the actual number of share options that vest except where forfeiture is only due to share prices not
achieving the threshold for vesting.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash balances and call deposits with an original maturity of three months or less.

Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash management are included as a component of cash and cash equivalents
for the purposes of the Consolidated Cash Flow Statement.

FINANCIAL ASSETS

Financial assets are measured initially at fair value and then subsequently at amortised cost using the effective interest rate method.

Financial assets (including trade receivables) are assessed for indicators of impairment on an ongoing basis. Financial assets are impaired where there is objective
evidence that as a result of one or more events that occurred after the initial recognition of the financial asset the estimated future cash flows have been impacted.
When there is objective evidence of impairment appropriate allowances are made for estimated irrecoverable amounts based upon expected future cash flows
discounted by an appropriate interest rate where applicable. The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is uncollectible it

is written off against the allowance account. Subsequent recoveries of amounts previously written off are credited against the allowance account.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent the carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have been had the impairment not been recognised.

Other financial assets are classified as either financial assets as at fair value through profit or loss or loans and receivables. The classification depends on the nature
and purpose of the financial asset and is determined at the time of initial recognition.

When determining the fair value of financial assets, the expected future cash flows are discounted using an appropriate interest rate.
FINANCIAL LIABILITIES
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial liabilities.

Financial liabilities at fair value through profit or loss are initially measured and subsequently stated at fair value, with any resultant gain or loss recognised in profit
or loss. The net gain or loss recognised in profit or loss incorporates any interest paid on the financial liability.

Other financial liabilities (including trade payables) are initially measured at fair value, net of transaction costs and are subsequently measured at amortised cost using
the effective interest method.

When determining the fair value of financial liabilities, the expected future cash flows are discounted using an appropriate interest rate.

FOREIGN CURRENCY

Transactions denominated in foreign currencies are recorded in the local currency at actual exchange rates at the date of the transaction.

At each balance sheet date, monetary assets and liabilities denominated in foreign currencies are reported at the rates of exchange prevailing at that date.

Any gain or loss arising from a change in exchange rates subsequent to the date of the transaction is included as an exchange gain or loss in the Consolidated Income Statement.

For the purpose of consolidation, income statements of overseas subsidiary undertakings are translated at the average rate and their balance sheets at the rates ruling
at the balance sheet date.

Exchange differences arising on translation of the opening net assets, results of overseas operations and on foreign currency borrowings, to the extent that they hedge
the Group's investment in such operations, are reported in the Consolidated Statement of Recognised Income and Expense.
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DERIVATIVE FINANCIAL INSTRUMENTS

The Group uses derivative financial instruments including interest rate swaps, forward foreign exchange contracts and cross-currency swaps to hedge its exposure
to foreign currency exchange and interest rate risks arising from operational and financial activities. In accordance with its Treasury Policy, the Group does not hold
or issue derivative financial instruments for trading purposes. However derivative financial instruments, or part thereof, that do not qualify for hedge accounting are
accounted for as trading instruments. The fair value of hedging derivatives is classified as a non-current asset or a non-current liability if the remaining maturity of the
hedge relationship is more than twelve months.

Derivative financial instruments are recognised immediately at cost. Subsequent to their initial recognition, derivative financial instruments are then stated at their
fair value. The fair value of derivative financial instruments is derived from “mark-to-market” valuations obtained from the Group’s relationship banks.

Unless hedge accounting is achieved, the gain or loss on remeasurement to fair value is recognised immediately as gains or losses on derivative financial instruments
and is included as part of finance income or finance costs within the column of the Consolidated Income Statement entitled “Other items”.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, exercised or no longer qualifies for hedge accounting. At that time,
any cumulative gain or loss on the hedging instrument recognised in equity is retained in equity until the forecasted transaction occurs. If a hedged transaction is no
longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to the Consolidated Income Statement for the period.

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the contractual arrangement.

At the inception of the hedge relationship the Group documents the relationship between the hedging instrument and the hedged item, along with its risk management
objectives and its strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Group documents
whether the hedging instruments that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items.

CASH FLOW HEDGES

When a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset or liability, or a highly probable forecasted
transaction, the effective part of any gain or loss on the derivative financial instrument is recognised directly in the Consolidated Statement of Recognised Income

and Expense (i.e. equity). When the forecasted transaction subsequently results in the recognition of a non-financial asset or non-financial liability, the associated
cumulative gain or loss is removed from equity and included in the initial cost or other carrying amount of the non-financial asset or liability. If a hedge of a forecasted
transaction subsequently results in the recognition of a financial asset or financial liability, then the associated gains or losses that were previously recognised in the
Consolidated Statement of Recognised Income and Expense (equity) are reclassified into the Consolidated Income Statement in the same period or periods during
which the asset acquired or liability assumed affects the Consolidated Income Statement.

For cash flow hedges, the ineffective portion of any gain or loss is recognised immediately as gains or losses on derivative financial instruments and is included as part
of finance income or finance costs within the column of the Consolidated Income Statement entitled “Other items”. Gains and losses deferred in the hedging and
translation reserve are recognised immediately in profit or loss when the foreign operation is disposed of.

HEDGE OF NET INVESTMENT IN FOREIGN OPERATIONS

The portion of any gain or loss on an instrument used to hedge a net investment in a foreign operation that is determined to be an effective hedge is recognised

in the Consolidated Statement of Recognised Income and Expense (i.e. equity). The ineffective portion of any gain or loss is recognised immediately as gains or
losses on derivative financial instruments and is included as part of finance income or finance costs within the column of the Consolidated Income Statement entitled
“‘Other items”. Gains and losses deferred in the hedging and translation reserve are recognised immediately in profit or loss when the foreign operation is disposed of.

FAIR VALUE HEDGES

For an effective hedge of an exposure to changes in the fair value, the hedged item is adjusted for changes in fair value attributable to the risk being hedged with the
corresponding entry in the Consolidated Income Statement. Gains or losses from remeasuring the derivative financial instruments are recognised immediately in the
Consolidated Income Statement.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

TAXATION
Income tax on the profit or loss for the periods presented comprises both current and deferred tax. Income tax is recognised in the Consolidated Income Statement
except to the extent that it relates to items recognised directly in equity, in which case it is recognised in the Consolidated Statement of Recognised Income and Expense.

Current tax is the expected tax payable on the taxable income for the year, using tax rates that have been enacted or substantively enacted by the balance sheet date
and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for all temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes.

In accordance with IAS 12, the following temporary differences are not provided for:

2 goodwill not deductible for taxation purposes;

7 the initial recognition of assets or liabilities that affect neither accounting nor taxable profit; and

7 differences relating to investments in subsidiaries to the extent that they will probably not reverse in the foreseeable future.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates
enacted or substantively enacted by the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised. Deferred tax
assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is shown at original cost to the Group less accumulated depreciation and any provision for impairment.

Depreciation is provided at rates calculated to write off the cost less estimated residual value of property, plant and equipment on a straight line basis over their
estimated useful lives as follows:

Freehold buildings — 50 vyears
Leasehold buildings —  period of lease
Plant and machinery (including motor vehicles) - 3 to 8 years

Freehold land is not depreciated.

Residual values, which are based on market rates, are reassessed annually.

INVENTORIES

Inventories are stated at the lower of cost (including an appropriate proportion of attributable overheads, supplier rebates and discounts) and net realisable value.
Net realisable value is based on estimated normal selling price, less further costs expected to be incurred to completion and disposal. Provision is made for obsolete,

slow moving, or defective items where appropriate.

LEASES AND HIRE PURCHASE AGREEMENTS
The cost of assets held under finance leases and hire purchase agreements is capitalised with an equivalent liability categorised as appropriate under current liabilities
or non-current liabilities. The asset is depreciated over its useful life.

Rentals under finance leases and hire purchase agreements are apportioned between finance costs and reduction of the lease obligation. The finance costs are
charged in arriving at the profit before tax. Lease charges are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability.

Rentals under operating leases are charged to the Consolidated Income Statement on a straight line basis over the lease term.
Lease incentives are recognised on a straight line basis over the lease term in the Consolidated Income Statement.
PROPERTY PROVISIONS

The Group makes provisions in respect of onerous leasehold property contracts and leasehold dilapidation commitments where it is probable that a transfer
of economic benefits will be required to settle a present obligation.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

IMPAIRMENT OF NON-CURRENT ASSETS

Determining whether a non-current asset is impaired requires an estimation of the “value in use” and/or the “fair value less costs to sell” of the CGU to which
the non-current asset has been allocated. The value in use calculation requires an estimate of the future cash flows expected to arise from the CGU and a suitable
discount rate in order to calculate present value. The key assumptions for these value in use calculations are those regarding discount rates, growth rates and
expected changes to selling prices and direct costs set out on page 86. The Directors estimate discount rates using pre tax rates that reflect current market
assessments of the time value of money and the risks specific to the individual CGU.

Cash flow forecasts are prepared using the following year’s operating budget approved by the Directors and an appropriate projection of cash flows based upon
industry expectations for up to five years. In instances where significant investment is expected, a rate in excess of the industry growth is used in the five-year forecast.
After this period, the growth rates applied to the cash flow forecasts are no more than 2% and do not exceed the long term average growth rate for the industry.

The carrying amount of non-current assets at 31 December 2008 was £1,028.5m (2007: £814.1m). As a result of impairment reviews performed on all CGUs
in the year, the Ireland CGU was impaired to reflect its recoverable amount. Details of the recoverable amount of the Ireland CGU s disclosed within Note | |
on page 86.

POST-EMPLOYMENT BENEFITS

The Group operates five defined benefit pension schemes. All post-employment benefits associated with these schemes have been accounted for in accordance with
IAS 19 “Employee Benefits”. As detailed within the Statement of Significant Accounting Polices on page 69, in accordance with IAS 19, all actuarial gains and losses
have been recognised immediately through the Consolidated Statement of Recognised Income and Expense.

For all defined benefit pension schemes, pension valuations have been performed using specialist advice obtained from independent qualified actuaries. In performing
these valuations, judgements, assumptions and estimates have been made. These assumptions have been disclosed within Note 29¢ on pages 105 to 108.

TAXATION

Accruals for corporation tax contingencies require the Directors to make judgements and estimates as to the level of corporation tax that will be payable based upon
the interpretation of applicable tax legislation on a country-by-country basis and an assessment of the likely outcome of any open tax computations. All such accruals
are included within current liabilities.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates
enacted or substantively enacted by the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised.
Therefore, judgements are required to establish whether deferred tax balances should be recognised.

SHARE-BASED PAYMENTS
The Company provides share-based payments under five separate schemes.

In accordance with IFRS 2, share options are measured at fair value at the date of grant. The fair value determined is then expensed in the Consolidated Income
Statement on a straight line basis over the vesting period, with a corresponding increase in equity. The fair value of the options is measured by use of the
Black-Scholes option pricing model.

The valuation of these share-based payments requires several judgements to be made in respect of the number of options that are expected to be exercised and
various other assumptions. Details of the assumptions made in respect of each of the five share-based payment schemes are disclosed in Note 9 on pages 82 to 85.

PROVISIONS
Using information available at the balance sheet date, the Directors make judgements based on experience on the level of provision required to satisfy all onerous
lease and dilapidation commitments and the level of allowance to account for potential uncollectable receivables and unsaleable inventory.
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NOTES TO THE ACCOUNTS

I. REVENUE AND SEGMENTAL INFORMATION
REVENUE
An analysis of the Group's revenue is as follows:

2008 2007

£m £m

Sale of goods 3,053.6 2,455.2
Total revenue 3,053.6 2,455.2
Finance income 11.9 10.6
Total income 3,065.5 2,465.8

GEOGRAPHICAL SEGMENTS

As at 3| December 2008, the Group is managed and organised in two geographies: UK and Ireland and Mainland Europe.

the Group reports its primary segment information.

Segment information about these geographies is presented below:

These geographies are the basis on which

2008 2008 2008 2008 2007 2007 2007 2007
UK and Mainland UK and Mainland
Ireland Europe Eliminations Total Ireland Europe Eliminations Total
£m £m £m £m £m £m £m £m
Revenue
External sales 1,669.4 1,384.2 - 3,053.6 1,523.8 931.4 - 2,455.2
Inter-segment sales* - 2.3 (2.3) - 0.3 - (0.3) -
Total revenue 1,669.4 1,386.5 (2.3) 3,053.6 1,524.1 931.4 (0.3) 2,455.2
Result
Segment result before amortisation of
acquired intangibles, impairment charges
and restructuring costs 111.2 67.9 - 179.1 121.3 45.9 - 167.2
Amortisation of acquired intangibles
and impairment charges (31.7) (8.9) - (40.6) (12.0) (5.2) - (17.2)
Restructuring costs (19.1) 3.1) - (22.2) — — — —
Segment result 60.4 55.9 - 116.3 109.3 40.7 - 150.0
Parent Company costs (9.3) (7.8)
Operating profit 107.0 142.2
Net finance costs (32.5) (19.3)
(Losses)/gains on derivative financial instruments (41.4) |.4
Profit before tax 33.1 124.3
Income tax expense (26.3) (37.2)
Minority interests (0.5) (0.9)
Retained profit 6.3 86.2

* Inter-segment sales are charged at the prevailing market rates.
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I. REVENUE AND SEGMENTAL INFORMATION CONTINUED
GEOGRAPHICAL SEGMENTS CONTINUED

2008 2008 2008 2008 2007 2007 2007 2007
UK and Mainland UK and Mainland
Ireland Europe Eliminations Total Ireland Europe Eliminations Total
£m £m £m £m £m £m £m £m
Balance sheet
Assets
Segment assets 909.0 961.4 - 1,870.4 902.7 662.3 - [,565.0
Unallocated assets 74.0 3.2
Consolidated total assets 1,944.4 1,568.2
Liabilities
Segment liabilities 245.4 246.5 - 491.9 319.6 169.0 - 488.6
Unallocated liabilities 833.6 504.7
Consolidated total liabilities 1,325.5 993.3
Other segment information
Capital expenditure on:
Property, plant and equipment 39.7 29.0 - 68.7 44.9 19.8 - 64.7
Intangible assets 35.8 4.6 - 40.4 22.7 593 - 82.0
Goodwill 40.2 25.8 - 66.0 443 1558 - 200. |
Non-cash expenditure:
Depreciation 28.4 14.2 - 42.6 21.4 8.9 - 30.3
Amortisation of acquired intangibles 17.5 8.9 - 26.4 12.0 52 - 17.2
Impairment charges 14.2 - - 14.2 - - - -

BUSINESS SEGMENTS
Business segments are the basis on which the Group presents its secondary segment information.

The Group operates in four different segments of the market — Insulation and Building Environments (“Insulation”), Exteriors, Interiors and Specialist Construction
Products (*SCP”).

The following table provides an analysis of Group sales, assets and capital expenditure by business segment:

2008 2008 2008 2008 2008
Insulation Exteriors Interiors SCP Total
£m £m £m £m £m
Revenue
External sales IL,I11.5 848.9 809.2 284.0 3,053.6
Assets
Segment assets 587.8 501.5 624.3 156.8 1,870.4
Unallocated assets 74.0
Consolidated total assets 1,944.4
Other segment information
Capital expenditure on:
Property, plant and equipment 24.8 12.4 21.8 9.7 68.7
Intangible assets 19.4 3.5 4.0 13.5 40.4
Goodwil 25.8 21.6 17.3 1.3 66.0
2007 2007 2007 2007 2007
Insulation Exteriors Interiors SCP Total
£m £m £m £m £m
Revenue
External sales 915.8 640.8 621.2 277.4 2,455.2
Assets
Segment assets 542.0 391.7 488.4 142.9 1,565.0
Unallocated assets 3.2
Consolidated total assets 1,568.2
Other segment information
Capital expenditure on:
Property, plant and equipment 13.6 9.5 349 6.7 64.7
Intangible assets 0.9 57.4 [5.1 8.6 82.0
Goodwill 5.4 144.9 36.7 13.1 200.1
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NOTES TO THE ACCOUNTS CONTINUED

2. COST OF SALES AND OTHER OPERATING EXPENSES

2008 2008 2008 2007 2007 2007
Existing Existing

operations Acquisitions Total operations Acquisitions Total

£m £m £m £m £m £m

Cost of sales 2,138.5 106.7 2,245.2 1,631.3 165.3 1,796.6
Other operating expenses:

— distribution costs 237.9 13.9 251.8 198.0 16.3 214.3

— selling and marketing costs 239.4 14.6 254.0 167.5 13.8 181.3

— administrative expenses 188.4 7.2 195.6 I1.5 9.3 120.8

665.7 35.7 701.4 477.0 394 516.4

The administrative expenses above include £62.8m (2007: £17.2m) of “Other items” which have been disclosed in a separate column within the Consolidated
Income Statement in order to provide a better indication of the underlying earnings of the Group. Other operating expenses and finance (costs)/income included
within “Other items” are as follows:

2008 2007
£m £m
Amortisation of acquired intangibles (Note |2) (26.4) (17.2)
Restructuring costs (22.2) -
Impairment of goodwill (Note | 1) (14.2) -
(62.8) (17.2)
(Losses)/gains on derivative financial instruments (41.4) |.4
(104.2) (15.8)
Taxation 13.9 4.7
(90.3) (1.1
3. FINANCE INCOME AND FINANCE COSTS
2008 2007
£m £m
Finance income
Interest on bank deposits 6.6 5.0
Finance income on pension scheme assets 5.3 4.2
Finance income before gains on derivative financial instruments 1.9 9.2
Fair value gains on derivative financial instruments - |.4
Total finance income 1.9 10.6
Finance costs
On bank loans, overdrafts and other items 18.6 4.7
On private placement notes 19.4 18.7
Interest on obligations under finance lease contracts 1.2 0.5
Finance charge on pension scheme liabilities 5.2 4.6
Finance costs before losses on derivative financial instruments 44.4 28.5
Fair value losses on derivative financial instruments 41.4 -
Total finance costs 85.8 28.5
Net finance costs 73.9 17.9
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4. PROFIT BEFORE TAX

2008 2007
£m £m

Profit before tax is stated after crediting:
Foreign exchange rate gains* 1.9 0.8
Fair value gains on derivative financial instruments - |4
Gains on disposal of property, plant and equipment 1.8 2.0
And after charging:
Cost of inventories recognised as an expense 2,151.0 [,731.6
Depreciation of property, plant and equipment:
— owned 39.5 28.5
— held under finance leases and hire purchase agreements 3.1 1.8
Amortisation of acquired intangibles 26.4 17.2
Operating lease rentals:
— land and buildings 37.4 39.6
— plant and machinery 4.2 7.6
Auditors’ remuneration for audit services 1.5 1.0
Non-audit fees 0.1 0.1
Increase in provision for inventories 2.4 0.4
Increase in provision for receivables 13.2 9.7
Foreign exchange rate losses* 23 0.1
Fair value losses on derivative financial instruments 41.4 -
Impairment charges 14.2 -
Restructuring costs 22.2 -
Staff costs (Note 5) 402.6 3155

* Excludes gains and losses incurred as a result of applying IAS 39 “Financial Instruments: Recognition and Measurement” separately analysed.

A more detailed analysis of Auditors’” remuneration is provided below:

2008 2007
Deloitte LLP Deloitte LLP
£m £m
Audit services
Fees payable to the Company’s Auditors for the audit of the Company's Consolidated Accounts 0.1 0.1
Fees payable to the Company’s Auditors and their associates for other services to the Group:
— for the audit of the Company’s subsidiaries in 2008 pursuant to legislation 1.2 0.9
— additional costs for the audit of the Company’s subsidiaries in 2007 pursuant to legislation 0.2 -
Total 1.5 1.0
Tax services
— compliance services - - S
— advisory services - - o)
Total - - 8
(—
Other services 0.1 0.1 E'
Total 0.1 0.1 W%
Grand total 1.6 I

The report of the Audit Committee on pages 60 to 62 provides an explanation of how auditor objectivity and independence is safeguarded when non-audit services
are provided by the Auditors.
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NOTES TO THE ACCOUNTS CONTINUED

5. STAFF COSTS
Particulars of employees (including Directors) are shown below:

2008 2007
£m £m
Employee costs during the year amounted to:
Wages and salaries 347.4 271.6
Social security costs 47.6 35.8
IFRS 2 share option charge 1.0 I.6
Other pension costs (Note 29¢) 6.6 6.5
402.6 315.5
Of the pension costs noted above, £1.7m (2007: £2.3m) relates to defined benefit schemes and £4.9m (2007: £4.2m) relates to defined contribution schemes.
The average monthly number of persons employed by the Group during the year was as follows:
2008 2007
Number Number
Production 2,365 1,911
Distribution 4,691 3,998
Sales 4,482 3,983
Administration 1,982 |,664
13,520 11,556
DIRECTORS’ EMOLUMENTS
Details of the individual Director’s emoluments are given in the Directors’ Remuneration Report on page 57.
The employee costs shown above include the following emoluments in respect of Directors of the Company:
2008 2007
£m £m
Directors’ remuneration (excluding IFRS 2 share option charge) 1.8 2.6
6. INCOME TAX EXPENSE
The income tax expense comprises:
2008 2007
£m £m
Current tax
UK Corporation tax:
— on profits for the year 15.7 254
— adjustments in respect of previous years (1.9) 0.7)
13.8 24.7
Overseas taxation:
— on profits for the year 17.5 16.9
— adjustments in respect of previous years 0.2 3.3
Total current tax 31.5 44.9
Deferred taxation
Current year (8.1) (3.9)
Adjustments in respect of previous years 0.4 (4.9)
Deferred tax charge in respect of pension schemes 25 I3
Change in tax rates - 0.2)
Total deferred tax (5.2) 7.7)
Total income tax expense 26.3 37.2
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6. INCOME TAX EXPENSE CONTINUED

The total tax charge for the year differs from that resulting from applying the blended rate of corporate tax in the UK 28.5% (2007: 30%). The differences are
explained in the following reconciliation:

2008 2008 2007 2007
£m % £m %
Profit on ordinary activities before tax 33.1 124.3
Tax at 28.5% (2007: 30%) thereon 9.4 28.5% 37.3 30.0%
Factors affecting the income tax expense for the year:
— permanent items 1.8 5.3% 2.4 1.9%
— impairment charges 4.0 12.1% - -
— losses not recognised 1.9 36.0% - -
— adjustments in respect of previous years (1.3) (3.9%) (2.3) (1.9%)
— effect of overseas tax rates 0.5 1.5% - -
— change in tax rates - - 0.2) (0.1%)
Total income tax expense 26.3 79.5% 37.2 29.9%

The effective tax charge for the Group on total profits before tax of £33.1m is 79.5% (2007: 29.9%). The effective tax charge for the Group on profit before tax
before the amortisation of intangibles, impairment charges, gains and losses on derivative financial instruments and restructuring costs of £137.3m is 29.3% (2007: 29.9%),
which comprises a charge of 30.3% (2007: 31.8%) in respect of current year profits and a tax credit of 1.0% (2007: 1.9%) in respect of prior years.

The following factors that will affect the Group’s future total tax charge as a percentage of underlying profits are:

7 the mix of profits between the UK (corporate tax rate 28% from April 2008, 30% for the period to April 2008) and overseas; in particular; France/Germany/Belgium
(corporate tax rates greater than 28%) and Ireland/Poland/Netherlands/Czech Republic/Slovakia (corporate tax rates substantially less than 28%). If the proportion
of profits from these jurisdictions changes, this could result in a higher or lower Group tax charge;

2 the impact of non-deductible expenditure and non-taxable income;
7 agreement of open tax computations with the respective tax authorities; and
7 the recognition or utilisation (with corresponding reduction in cash tax payments) of unrecognised deferred tax assets (see Note 22).

In addition to the amounts charged to the Consolidated Income Statement, the following amounts in relation to taxes have been credited/(charged) directly to equity
and are shown in the Consolidated Statement of Recognised Income and Expense and Note 25:

2008 2007

£m £m

Deferred tax movement associated with actuarial (loss)/gain 3.0 (2.0
Current and deferred tax on share options 0.7) 0.8)
Tax credit on exchange difference arising on borrowings and derivative financial instruments 13.8 12.0
16.1 9.2
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NOTES TO THE ACCOUNTS CONTINUED

1. DIVIDENDS
Amounts recognised as distributions to equity holders of the Company in the year:

2008 2007
£m £m
Final approved dividend for the year ended 3| December 2007 of 18.7p per share (2006: 14.3p) 25.2 17.6
Interim dividend for the year ended 3| December 2008 of 8.3p per share (2007: 8.0p) 1.3 10.8
36.5 28.4

Amounts proposed as distributions to equity holders of the Company after the year end:
2008 2007
£m £m
Proposed final dividend for the year ended 3| December 2008 of nil p per share (2007: 18.7p) - 25.2

The Directors have proposed no final dividend for the year ended 31 December 2008.

8. EARNINGS PER SHARE
The calculations of earnings per share are based on the following profits and numbers of shares:

Basic and diluted

2008 2007

£m £m

Profit after tax 6.8 87.1
Minority interests (0.5) 0.9)
6.3 86.2

Basic and diluted before amortisation of
acquired intangibles, impairment charges,
gains and losses on derivative financial
instruments and restructuring costs

2008 2007

£m £m

Profit after tax 6.8 87.1
Minority interests (0.5) 0.9)
Amortisation of acquired intangibles 26.4 17.2
Impairment charges 14.2 -
Losses/(gains) on derivative financial instruments 41.4 (1.4)
Restructuring costs 22.2 -
Tax relating to the amortisation of acquired intangibles and restructuring costs (13.9) 4.7)
96.6 97.3
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8. EARNINGS PER SHARE CONTINUED
Weighted average number of shares:

2008 2007
Number Number
For basic earnings per share 135,314,199 130,090,267
Exercise of share options 557,700 982,011
For diluted earnings per share 135,871,899 131,072,278
2008 2007
Total basic earnings per share 4.7p 66.3p
Total diluted earnings per share 4.6p 65.8p
Earnings per share before amortisation of acquired intangibles, impairment charges,
gains and losses on derivative financial instruments and restructuring costs
Total basic earnings per share 71.4p 74.8p
Total diluted earnings per share 71.1p 74.2p

Earnings per share before amortisation of acquired intangibles, impairment charges, gains and losses on derivative financial instruments and restructuring costs
is disclosed in order to present the underlying performance of the Group. The following disclosures reconcile these adjustments to the disclosures made on the

face of the Consolidated Income Statement:

2 amortisation of acquired intangibles of £26.4m (2007: £17.2m) is included as part of operating expenses within the column of the Consolidated Income Statement

entitled “Other items”;

7 losses on derivative financial instruments of £41.4m (2007: gain of £1.4m) are included as finance costs/(income) within the column of the Consolidated Income Statement

entitled “Other items”;

7 an impairment charge of £14.2m (2007: £nil) is included as part of operating expenses within the column of the Consolidated Income Statement entitled

“Other items”;

7 restructuring costs of £22.2m (2007: £nil) are included as part of operating expenses within the column of the Consolidated Income Statement entitled

“Other Items”; and

7 both the amortisation of acquired intangibles and restructuring costs give rise to tax at a rate of 28.5% (2007: 30%), as disclosed in the table below.

2008 2007

£m £m

Amortisation of acquired intangibles 26.4 17.2
Restructuring costs 22.2 -
Gains on derivative financial instruments - (1.4)
48.6 15.8

Income tax at 28.5% (2007: 30%) 13.9 4.7
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NOTES TO THE ACCOUNTS CONTINUED

9. SHARE-BASED PAYMENTS

The Group had five share-based payment schemes in existence during the year ended 3| December 2008. The Group recognised a total charge of £1.0m
(2007: £1.6m) in the year relating to equity-settled share-based payment transactions issued after 7 November 2002 with a corresponding entry to the share option
reserve. The weighted average fair value of each option granted in the year was £4.18p (2007: £9.59p). Details of each of the schemes are provided below:

A) SAVE AS YOU EARN (“‘SAYE”’) SCHEME

The Company operates a SAYE scheme within the UK which is open to all UK employees and is linked to a monthly savings contract over three and five year
periods. Options have been granted to scheme participants at 80% of the prevailing market price. The market price is taken approximately one month prior to the
official grant date. Similar arrangements have existed since |7 May 2002 in Ireland. There are no performance conditions attached to the exercise of these options.
These options may be exercised within a fixed six month period, three or five years from the date of grant.

No SAYE options have been granted in the UK in 2007 or 2008. Instead, the Company has issued share options in 2007 and 2008 under a Share Investment Plan (“SIP”)
as approved at the 2004 Annual General Meeting (see below). SAYE options were granted in Ireland in 2007 and 2008.

SAYE OPTIONS (ISSUED AFTER 7 NOVEMBER 2002)

2008 2007

Weighted average Weighted average
Options exercise price (p) Options exercise price (p)

Outstanding at beginning of the year 748,331 276.1 902,602 260.5
Granted during the year 129,479 330.0 32,045 823.0
Lapsed during the year (100,603) 603.5 (14,555) 237.9
Exercised during the year (444,870) 166.4 (171,761) 299.0
Qutstanding at the end of the year 332,337 345.0 748,331 276.1

Of the above share options outstanding at the end of the year, 184,744 are exercisable at 3| December 2008.

The SAYE options outstanding at the balance sheet date had a weighted average exercise price of 345.0p (2007: 276.1p) and a weighted average remaining
contractual life of 2.2 years (2007: 1.5 years). The weighted average share price on options exercised in the year was 455p (2007: 1,300p).

The assumptions used in the Black-Scholes model in relation to the SAYE options are as follows:

Shares granted in

2006 2007 2008
Share price (on date of official grant) 967p (10 November 2006) 1,028p (26 November 2007) 212p (24 November 2008)
Exercise price 797p 823p 330p
Expected volatility 13.1% 26.0% 38.0%
Actual life 3 and 5 years 3 and 5 years 3 and 5 years
Risk free rate 4.5% 4.5% 4.5%
Dividend 16.8p 20.5p 26.7p
Expected percentage options exercised versus granted:
— 3 years 64% 65% 50%
— 5 years 64% 65% 50%

The expected volatility was determined by calculating the historical volatility of the Group'’s share price over the previous three years. The expected percentage
of total options exercised is based on the Directors’ best estimate for effects of behavioural conditions.

B) EXECUTIVE SHARE OPTION SCHEMES (‘““ESOS”)

Under the existing ESOS (for which the last options were granted in 2003), Directors and Senior Management can be awarded an annual grant of share options at
market price, provided that the total amount payable by the individual to exercise options under the ESOS or any other share option scheme of the Group (excluding
savings related schemes) granted during the immediately preceding ten years does not exceed four times base salary, bonus and benefits.

Share options under the ESOS are exercisable between three and ten years for the Inland Revenue approved scheme and three and seven years for the unapproved
scheme from the date of grant. The award would vest in full if, over a consecutive three year period, the growth in the Group’s EPS is 6% higher than the percentage
increase in the Retail Price Index. None of the award would vest if the growth in EPS is less than 6% above the percentage increase in the Retail Price Index over
the same period.
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9. SHARE-BASED PAYMENTS CONTINUED
B) EXECUTIVE SHARE OPTION SCHEMES (“ESOS”) CONTINUED
ESOS (ISSUED AFTER 7 NOVEMBER 2002)

2008 2007
Weighted average Weighted average
Options exercise price (p) Options exercise price (p)
Outstanding at beginning of the year 35,500 205.5 61,562 205.5
Lapsed during the year - - (1,500) 205.5
Exercised during the year ([()) 205.5 (24,562) 205.5
Outstanding at the end of the year 35,489 205.5 35,500 205.5

No ESOS options were granted in 2005, 2006, 2007 or 2008. The options outstanding at the balance sheet date had a weighted average exercise price of 205.5p
(2007: 205.5p) and are all exercisable at both 31 December 2008 and 31 December 2007. The weighted average share price on options exercised in the year was
893p (2007: 1,290p).

The assumptions used in the Black-Scholes model in relation to the ESOS options are as follows:

2003 ESOS

Share price on | | April 2003 (date of official grant) 205.5p
Exercise price 205.5p
Expected volatility 31.8%
Actual life 3 years
Risk free rate 4.2%
Dividend I'l.6p
Expected percentage options exercised versus granted 95%

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the previous three years. The expected percentage of total
options exercised is based on the Directors’ best estimate for effects of behavioural conditions.

C) LONG TERM INCENTIVE PLAN (‘“LTIP”)
Under the existing LTIP policy, Executives can be awarded an annual grant of nil paid share options up to a maximum value of 100% of base salary.

2003 LTIP CRITERIA

Awards under the 2003 LTIP are exercisable between three and seven years from the date of grant. Provided the individual's performance criteria are met the award
vests if, over a consecutive three year period, the growth in the Group’s EPS is 10% higher than the percentage increase in the Retail Price Index. None of the award
vests if the growth in EPS is less than 6% above the percentage increase in the Retail Price Index over the same period. Between these two limits, the awards vest
proportionately. The right to exercise options terminates upon the employee ceasing to hold office with the Group, subject to certain exceptions and the discretion
of the Board.

If the 6% minimum growth performance target is not met, the performance period is extended by one year and the minimum growth in the Group's EPS, over
a consecutive four year period, is increased to 8% over the percentage increase in the Retail Price Index over the same period. The target for the full award to vest
is 13.33%.

2004 — 2008 LTIP CRITERIA

Awards under the 2004 to 2008 LTIPs are exercisable between three and ten years from the date of grant. The award vests if the percentage growth in the
Company'’s EPS, over the three-year period from the commencement of the financial year in which the award is made, exceeds the percentage growth in the
Retail Price Index over the same period. The percentage of the award vests as follows:

EPS % growth less RPI % growth over three-year vesting period

2008 2007 2004-2006
Percentage of award vesting:
— none of the award vests <5% p.a. <5% p.a. <3% pa.
— 30% of award vests 5% p.a. 5% p.a. 3% p.a.
— award vests proportionately between 30% and 100% 5%-12% p.a. 5%-10% p.a. 3%-10% p.a.
— 100% of award vests 12% p.a. 10% p.a. 10% p.a.

No retesting of the performance criteria will occur.
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NOTES TO THE ACCOUNTS CONTINUED

9. SHARE-BASED PAYMENTS CONTINUED
C) LONG TERM INCENTIVE PLAN (“LTIP”’) CONTINUED
LTIP OPTIONS (ISSUED AFTER 7 NOVEMBER 2002)

2008 2007

Weighted average Weighted average

Options exercise price (p) Options exercise price (p)

Outstanding at beginning of the year 311,789 0.3 425,716 4.6
Granted during the year 145,629 0.0 70,951 0.0
Lapsed during the year (3,295) 0.0 (5,529) 10.0
Exercised during the year (118,662) 0.0 (179,349) 10.0
Outstanding at the end of the year 335,461 0.3 311,789 0.3

Of the above share options outstanding at the end of the year, 18,046 (2007: 10,038) are exercisable at the balance sheet date.

The options outstanding at the balance sheet date had a weighted average exercise price of 0.30p (2007: 0.32p) and a weighted average remaining contractual life
of 1.4 years (2007: 1.1 years). The weighted average share price on options exercised in the year was 754p (2007: 1,353p).

The assumptions used in the Black-Scholes model in relation to the LTIP options are as follows:

Shares granted in

2006 2007 2008
Share price (on date of official grant) 898p (13 April 2006) 1,292p (17 April 2007) 785p (14 April 2008)
Exercise price Op Op Op
Expected volatility 13.1% 26.0% 38.0%
Actual life 3 years 3 years 3 years
Risk free rate 4.5% 4.5% 4.5%
Dividend 16.8p 20.5p 26.7p
Expected percentage options exercised versus granted 98% 30% 33%

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the previous three years. The expected percentage of total
options exercised is based on the Directors’ best estimate for effects of behavioural considerations.

D) DEFERRED ANNUAL BONUS SCHEME (“DABS”’)

Options were granted under the DABS scheme for the first time in 2005. The DABS operates by inviting participants, including Executive Directors, to use up to
50% of their annual performance related cash bonus (after tax and national insurance) in respect of the preceding financial year to purchase shares in the Company.
Providing certain criteria are met, participants purchasing such shares will be eligible to receive nil cost matching shares up to a maximum of one per share purchased
by the participant. The criteria are as follows:

Percentage of award vesting

Percentage growth in the Company’s EPS over the three year period
from the commencement of the financial year in which the award is made
exceeds the percentage growth in the Retail Price Index over the same period by:

— less than 3% per annum compounded None of the award vests
— 3% per annum compounded 50% of award vests
— between 3% and 5% per annum compounded Award vests proportionately between 50% and 100%
— 5% per annum compounded 100% of award vests

DABS (ISSUED AFTER 7 NOVEMBER 2002)

2008 2007

Options Options

Outstanding at beginning of the year 46,079 34,782
Granted during the year 24,495 11,297
Lapsed during the year (773) -
Exercised during the year (10,755) —
QOutstanding at the end of the year 59,046 46,079

All DABS are nil paid options and therefore the options outstanding at the balance sheet date had a weighted average exercise price of nil p and a weighted average
remaining contractual life of 1.4 years (2007: 1.2 years).
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9. SHARE-BASED PAYMENTS CONTINUED

D) DEFERRED ANNUAL BONUS SCHEME (“DABS”’) CONTINUED

DABS (ISSUED AFTER 7 NOVEMBER 2002) CONTINUED

The assumptions used in the Black-Scholes model in relation to the DABS options are as follows:

Shares granted in

2006 2007 2008
Share price (on date of official grant) 898p (13 April 2006) 1,292p (17 April 2007) 785p (14 April 2008)
Exercise price of matching shares Op Op Op
Expected volatility 13.1% 26.0% 38.0%
Actual life 3 years 3 years 3 years
Risk free rate 4.5% 4.5% 4.5%
Dividend 16.8p 20.5p 26.7p
Expected percentage options exercised versus granted 100% 100% 33%

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the previous three years. The expected percentage of total
options exercised is based on the Directors’ best estimate for effects of behavioural considerations.

E) SHARE INCENTIVE PLAN (“‘SIP”)

Shares were granted under the SIP scheme for the first time in 2005. The SIP is an HM Revenue and Customs approved scheme and operates by inviting
participants, including Executive Directors, to purchase shares in the Company in a tax efficient manner on a monthly basis. For each share purchased by the
employee, the Company will match one free share up to a maximum of four free shares per month. No performance criteria is attached to these matching
shares other than to avoid forfeiture they must remain within the plan for a minimum of two years. In 2008, 69,702 (2007: 54,014) matching shares were
granted during the year. Given the nature of the scheme, the fair value of the matching shares equates to the cost of the Company acquiring these shares.

10. PROPERTY, PLANT AND EQUIPMENT
The movement in the year and the preceding year was as follows:

Land and buildings

Short Plant and
Freehold leasehold machinery Total
£m £m £m £m

Cost or valuation
At | January 2007 47.6 20.0 143.8 2114
Exchange difference 52 1.5 6.5 13.2
Businesses acquired 20.4 3.4 I'1.4 35.2
Additions 7.4 8.5 48.8 64.7
Disposals (1.9) 0.3) (1'1.7) (13.9)
At 31 December 2007 78.7 33.1 198.8 310.6
Exchange difference 16.9 4.8 26.6 48.3
Businesses acquired 7.3 0.1 7.9 15.3
Additions 4.4 5.0 59.3 68.7
Disposals (3.2) (1.7) (36.0) (40.9)
At 31 December 2008 104.1 41.3 256.6 402.0
Accumulated depreciation and impairment
At | January 2007 8.8 3.8 63.8 76.4
Charge for the year 1.2 2.2 26.9 30.3
Exchange difference 1.3 0.7 4.7 6.7
Disposals (1.4) 0.2) (10.2) (11.8)
At 31 December 2007 9.9 6.5 85.2 101.6
Charge for the year l.6 3.7 373 42.6
Exchange difference 5.1 2.8 17.5 254
Disposals 0.3) (1.5) (25.1) (26.9)
At 31 December 2008 16.3 11.5 114.9 142.7
Net book value
At 3| December 2008 87.8 29.8 141.7 259.3
At 31 December 2007 68.8 26.6 113.6 209.0

The net book value of plant and machinery includes an amount of £1 I.1m (2007: £9.8m) in respect of assets held under finance lease contracts.
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1l. GOODWILL

£m
Cost
At | January 2007 2354
Exchange difference 19.0
Recognised on acquisition of businesses 200.1
At 31 December 2007 454.5
Exchange difference 81.3
Recognised on acquisition of businesses (Note |3) 66.0
At 3| December 2008 601.8
Accumulated impairment losses
At | January 2007 19.1
Exchange difference 0.5
At 31 December 2007 19.6
Impairment losses for the year 14.2
Exchange difference 0.9
At 31 December 2008 34.7
Net book value
At 31 December 2008 567.1
At 31 December 2007 434.9

Goodwill acquired in a business combination is allocated at the date of acquisition to the cash-generating units (“CGU”) that are expected to benefit from that business combination.
The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.

The recoverable amounts of the CGUs are determined from value in use calculations. The key assumptions for these value in use calculations are those regarding
discount rates, growth rates and expected changes to selling prices and direct costs. The Directors estimate discount rates using pre tax rates that reflect current
market assessments of the time value of money and the risks specific to the individual CGU.

The Group prepares cash flow forecasts using the following year's operating budget approved by the Directors and an appropriate projection of cash flows based
upon industry expectations over a period of five years. In instances where significant investment is expected, a rate in excess of the industry growth is used in the
five-year forecast. After this period, the growth rates applied to the cash flow forecasts are no more than 2% and do not exceed the long term average growth
rate for the industry. The discount rates applied to all impairment reviews represent pre tax rates and ranged between | 1% and 13%.

During the period the Irish business experienced a significant reduction in demand for its products. The resulting value in use calculation for the Ireland CGU indicated
that the carrying value of goodwill was not supportable, therefore the Ireland CGU has been reduced to the recoverable amount through recognition of an impairment
loss against goodwill as follows:

£m
At 31 December 2007 41.7
Additions 1.9
Exchange difference 1.3
Impairment loss recognised (14.2)
At 31 December 2008 40.7
The recoverable amounts of all other CGUs were fully supported by the value in use calculations in the year and are as follows:
2008 2007
£m £m
UK Insulation 50.6 41.5
UK Exteriors 82.3 711
UK Specialist Construction Products 48.5 42.1
UK Interiors 29.1 17.8
Leaderflush + Shapland 14.2 13.2
Ireland 40.7 41.7
Poland 1.3 8.3
Lariviere 192.8 141.4
German Roofing 22.1 15.2
Central Europe 21.1 10.3
Air Trade Centre 15.4 -
Total 528.1 402.6
Other CGUs 39.0 323
Total goodwill 567.1 434.9

In addition, the Group has an indefinite life intangible asset (Leaderflush + Shapland brand) of £12.6m. Further details of impairment reviews performed on this asset
are provided in Note 2.
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12. INTANGIBLE ASSETS

The intangible assets presented below relate entirely to acquired intangibles. These arise as a result of applying IFRS 3 which requires the separate recognition

of acquired intangibles from goodwill. As detailed in the Statement of Significant Accounting Policies, the Group has elected not to apply IFRS 3 retrospectively

to acquisitions that took place before | January 2004. During 2007 and 2008, the Group owned purchased intangible assets with an insignificant book value
(mainly software separable from any associated hardware) and these have not been reclassified from property, plant and equipment on the grounds of materiality.

Customer Non-compete
relationships Brands clauses Order books Total
£m £m £m £m £m

Cost
At | January 2007 77.2 12.6 3.3 0.1 93.2
Exchange difference 6.0 - 0.2 - 6.2
Additions 79.3 - 2.7 — 82.0
At 31 December 2007 162.5 12.6 6.2 0.1 181.4
Exchange difference 17.0 - 0.6 - 17.6
Additions 35.7 - 4.7 — 40.4
At 31 December 2008 215.2 12.6 11.5 0.1 239.4
Amortisation
At | January 2007 10.2 - 1.0 0.1 1.3
Charge for the year 15.7 - I.5 - 17.2
Exchange difference 0.1 - - - 0.1
At 31 December 2007 26.0 - 2.5 0.1 28.6
Charge for the year 23.9 - 2.5 - 26.4
Exchange difference 0.9 - 0.1 — 1.0
At 31 December 2008 50.8 - 5.1 0.1 56.0
Net book value
At 3| December 2008 164.4 12.6 6.4 - 183.4
At 31 December 2007 136.5 12.6 3.7 - 152.8

Amortisation of acquired intangibles is included in the Consolidated Income Statement as part of operating expenses and is classified within the middle column entitled
“Other items”.

The weighted average amortisation period for each category of intangible asset is disclosed in the Statement of Significant Accounting Policies on page 69.

In the opinion of the Directors, the only intangible asset which has an indefinite useful life is the brand attributable to the acquisition of Leaderflush + Shapland Limited.
The carrying value of the Leaderflush + Shapland brand at the balance sheet date is £12.6m. An indefinite useful life has been determined for the Leaderflush + Shapland
brand on the basis that it is expected to be maintained indefinitely and is expected to continue to drive value for the Group. The recoverable value of the brand is
based upon value in use calculations. Further information on value in use calculations is provided within Note | |. The Directors have used past experience in determining
each of the key assumptions in the value in use calculation for the Leaderflush + Shapland brand. The growth rates assumed are in line with industry expectations
and, for periods beyond those covered by its management forecasts, do not exceed the long term average growth rate for the industry. The discount rate applied

is 119, equivalent to its pre tax weighted average cost of capital.

SINNOJJY
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13. ACQUISITIONS MADE IN THE YEAR
During 2008 the Group acquired the following companies:

% of share Country of

Acquisition name capital acquired Acquisition date incorporation Principal activity
HHI Building Products Limited 100% 14 January 2008 Ireland Distribution of roofing materials and associated products
Alltrim Plastics Limited 100% |5 January 2008  United Kingdom Distribution of roofing materials and associated products
Central Refractories (Scotland) Limited 100% 31 January 2008  United Kingdom Distribution of insulating materials and associated products
Kem Edwards Limited 100% 31 January 2008  United Kingdom Distribution of specialist construction products
Tufwell Tempered Glass Limited 100% 14 February 2008  United Kingdom Distribution of interiors products
Tolway Fixings Limited 100% 3 March 2008  United Kingdom Distribution of specialist construction products
GRM Distribution Limited 100% 7 March 2008  United Kingdom Distribution of insulating materials and associated products
Danskin Flooring Systems Limited 100% 19 March 2008  United Kingdom Distribution of insulating materials and associated products
Swindon Roofing Centre Limited/ 100% 27 March 2008  United Kingdom Distribution of roofing materials and associated products
Harris Roofing Supplies Gloucester Limited

A Steadman & Son Limited 100% 27 March 2008  United Kingdom Manufacture and distribution of roofing materials and associated products
Clyde Insulation Supplies Limited/ 100% 3 April 2008  United Kingdom  Distribution and installation of insulating materials and associated products
Clyde Insulation Contracts Limited

Ockwells Limited 100% 3 April 2008 United Kingdom Distribution of interiors products
Pannon Il Kereskedelmi és Szolgéltaté Kft ~ 100% 4 April 2008 Hungary Distribution of insulating and interiors products
Wood Floor Sales Limited 100% 29 April 2008 United Kingdom Distribution of interiors products
Air Trade Centre International B.V. 95% 29 April 2008 The Netherlands Distribution of air handling equipment
Ryan Roofing Supplies Limited 100% 30 April 2008 United Kingdom Distribution of roofing materials and associated products
Cubicle Systems Limited 100% 24 May 2008  United Kingdom Distribution of interiors products
Efthisol S.ARR.L 100% 2 June 2008 France Distribution of insulating and interiors products
Impex (Avon) Limited 100% 3 June 2008  United Kingdom Distribution of specialist construction products
Insulslab Limited 100% 27 June 2008  United Kingdom Distribution of insulating materials and associated products
INTAS Hradec Kralove s.r.o 100% 5 September 2008 ~ Czech Republic Distribution of insulating and interiors products

The Group also acquired the trade and certain assets and liabilities of the following companies:

Acquisition name Acquisition date  Country of operation Principal activity
WK-Bodensysteme GmbH 2 January 2008 Germany Distribution of insulating and interiors products
Georg Eicken GmbH 26 March 2008 Germany Distribution of roofing materials and associated products
MAT-CHEM-BUD BIS | April 2008 Poland Distribution of insulating and interiors products
Sprenger Baustoffe GmbH 26 May 2008 Germany Distribution of insulating and interiors products
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13. ACQUISITIONS MADE IN THE YEAR CONTINUED
2008 ACQUISITIONS SUMMARY FAIR VALUE TABLE

Book Fair value Fair
value adjustments value
£m £m £m

Non-current assets
Property, plant and equipment 18.3 (3.0) 153
Goodwill 0.3 0.3) —

18.6 (3.3) 15.3
Current assets
Inventories 22.5 (r.n 21.4
Trade and other receivables 40.1 (1.1 39.0
Net cash acquired 8.8 — 8.8
Total assets 90.0 (5.5) 84.5
Total liabilities 41.7 5.4 47.1
Net assets 48.3 (10.9) 374
Minority interest on acquisition (1.4)
Intangible assets — customer relationships 35.7
Intangible assets — non-compete clauses 4.7
Deferred tax liability on acquired intangible assets (11.3)
Goodwill 66.0
Total consideration 131.1
Represented by:
Contingent consideration 7.3
Cash 123.7
Loan notes and deferred consideration 0.1
Total consideration I31.1
The total consideration including assumed debt and net of cash and cash equivalents acquired is as follows:
Total consideration (as above) I131.1
Add debt acquired 8.2
Net cash acquired (8.8)
Total consideration (including assumed debt) 130.5
Acquisition cash flows during the period:
Cash paid for 2008 acquisitions during the period 123.7
Net cash acquired with 2008 acquisitions (8.8)
Net cash outflow from 2008 acquisitions 114.9 R
Contingent/deferred consideration paid on prior year acquisitions 6.5 8
Net cash outflow from 2008 and prior year acquisitions 121.4 g
The Directors have made a provisional assessment of the fair value of the net assets acquired. Any further adjustments arising will be accounted for in 2009. The fair =

value adjustments above relate primarily to:

7 the review of the carrying value of all non-current assets to ensure that they accurately reflect their market value;

7 the alignment of valuation and provisioning methodologies to those adopted by the Group; and

7 an assessment of all provisions and payables to ensure they are accurately reflected in accordance with the Group’s policies.

Included within goodwill are staff acquired as part of the business and strategic acquisition synergies which are specifically excluded in the identification of intangible
assets on acquisition by the relevant accounting standards.
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NOTES TO THE ACCOUNTS CONTINUED

13. ACQUISITIONS MADE IN THE YEAR CONTINUED

2008 ACQUISITIONS SUMMARY FAIR VALUE TABLE CONTINUED

The Directors estimate the pre-acquisition revenue and operating profit of the 2008 acquisitions for the period from | January 2008 to the respective acquisition
dates amounted to £34.4m and £6.4m respectively. The 2008 Consolidated Income Statement includes the following amounts in respect of the 2008 acquisitions:
revenue £155.6m, cost of sales £106.7m and operating expenses £35.7m giving an operating profit of £13.2m.

Revenue and operating profit for the twelve-month period ended 3| December 2008 for all 2008 acquisitions amounted to £190.0m and £19.6m respectively.

Acquisitions made in 2008 (made in 2007) had the following impact on the Group’s cash flows in 2008 (in 2007): cash inflow from operating activities £1 |.9m
(2007: £9.2m), borrowing costs paid £4.8m (2007: £6.1m), purchase of property, plant and equipment £3.2m (2007: £4.8m), repayment of loans £nil (2007: £nil)
and income tax paid £2.5m (2007: £2.4m).

Since the balance sheet date and up to the date of approval of the Accounts, no acquisitions have been made.

14. INVENTORIES

2008 2007
£m £m
Raw materials and consumables 12.2 6.5
Work in progress 1.4 0.9
Finished goods and goods for resale 255.0 217.2
268.6 224.6

The estimated replacement cost of inventories is not materially different from the balance sheet value stated above.

I15. TRADE AND OTHER RECEIVABLES

2008 2007
£m £m
Trade receivables 469.7 414.4
VAT 8.8 2.2
Other receivables 8.2 7.0
Prepayments and accrued income 14.3 16.2
Other receivables 31.3 254
Derivative financial instruments 74.6 0.5
575.6 440.3

The average credit period on sale of goods and services on a like for like constant currency basis is 43 days (2007: 47 days). No interest is charged on receivables.
An allowance has been made for estimated irrecoverable amounts from the sale of goods of £34.1m at 31 December 2008 (2007: £25.6m). This allowance has
been determined by reference to past default experience.

Included within the Group’s trade receivable balance are debtors with a carrying amount of £1 19.6m (2007: £140.7m) which are past due at the reporting date
for which the Group has not provided for, as there has not been a significant change in credit quality and the Group considers that the amounts are still recoverable.
The Group does not hold any collateral over these balances. The average age of these receivables is 33.9 days overdue (2007: 26.6 days).
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15. TRADE AND OTHER RECEIVABLES CONTINUED
Ageing analysis of trade receivables for which no provision for impairment has been made:

2008 2007
£m £m
Neither past due or renegotiated 3193 252.4
Renegotiated 0.1 0.2
Balances overdue which have no provision for impairment:
0-30 days 83.2 105.1
31-60 days 20.9 26.5
61-90 days 6.7 5.1
91-120 days 4.5 2.0
121180 days 1.8 I3
180+ days 2.5 0.7
119.6 140.7
Total trade receivables 439.0 3933
MOVEMENT IN THE ALLOWANCE FOR DOUBTFUL DEBTS
2008 2007
£m £m
Beginning of year (25.6) (15.6)
Added on acquisition (1.3) (6.0)
Utilised 9.4 8.0
Charged to the Consolidated Income Statement (13.2) 9.7)
Exchange differences (3.4) (2.3)
End of year (34.1) (25.6)

In determining the recoverability of the trade receivables, the Group considers any change in the credit quality of the trade receivable from the date credit was initially
granted up to the reporting date and makes a provision for impairment accordingly. The concentration of credit risk is limited due to the customer base being large
and unrelated. The Directors therefore believe that there is no further credit provision required in excess of the allowance for doubtful debts.

Included in the allowance for doubtful debts are trade receivables with a gross balance of £64.8m (2007: £46.7m) and a provision for impairment of £34.1m
(2007: £25.6m). The impairment represents the difference between the carrying amount of the specific trade receivable and the present value of the expected
recoverable amount.

The Directors consider that the carrying amount of trade and other receivables approximate to their fair value.

CREDIT RISK MANAGEMENT
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group. Trade receivable credit exposure is
controlled by counterparty limits that are set, reviewed and approved by operational management on a regular basis.

Trade receivables consist of a large number of typically small to medium sized customers, spread across a number of different market sectors and geographical areas.
Ongoing credit evaluation is performed on the financial condition of accounts receivable and where appropriate, credit guarantee insurance cover is purchased.

The Group does not have any significant credit risk exposure to any single customer.

SINNOJJY
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16. CURRENT LIABILITIES

2008 2007
£m £m

Trade and other payables:
Trade payables 197.3 225.9
Bills of exchange payable 30.1 14.8
VAT 23.0 20.8
Social security and payroll taxes 17.2 12.4
Accruals and deferred income 105.6 92.2
Trade and other payables 373.2 366.1
Obligations under finance lease contracts (Note 23) 3.4 2.6
Bank overdrafts 18.8 1.9
Bank loans 345.3 150.8
Private placement notes - 22.1
Loan notes 0.1 2.8
Derivative financial instruments 60.6 36.7
Current tax liabilities 5.9 17.4
Provisions (Note 21) 8.3 9.5
Current liabilities 815.6 609.9

£5.5m (2007: £1.4m) of the above Group bank loans and overdrafts are secured on the assets of subsidiary undertakings and £399.7m of the debt disclosed above
is guaranteed by certain companies of the Group. The remaining balances are unsecured.

The bank overdraft is repayable on demand and attracts a floating interest rate which at 31 December 2008 was 3.0% (2007: 5.0%).
£76.1m (2007: £46.5m) of the bank loans and loan notes due within one year (after taking into account derivative financial instruments) are at variable rates of interest.

£269.2m (2007: £107.1m) of the bank loans and loan notes due within one year (after taking into account derivative financial instruments) attract an average fixed
interest rate of 5.13% (2007: 4.54%).

Trade payables, accruals and deferred income principally comprise amounts outstanding for trade purchases and ongoing costs. The average credit period taken
for trade purchases, on a like for like constant currency basis, is 28 days (2007: 37 days).

The Directors consider that the carrying amount of current liabilities approximate to their fair value.

17. NON-CURRENT LIABILITIES

2008 2007
£m £m
Obligations under finance lease contracts (Note 23):

— due after one and within two years 2.6 2.6
— due after two and within five years 5.1 2.8
— due after five years 1.5 1.7
Bank loans 6.4 59
Private placement notes 328.6 251.8
Loan notes 0.1 I.4
Derivative financial instruments 70.9 355
Deferred tax liabilities (Note 22) 49.5 44.3
Other payables 4.0 2.8
Retirement benefit obligations (Note 29¢) 19.1 15.7
Provisions (Note 21) 22.1 18.9
509.9 383.4
2008 2007
£m £m

The bank loans included above are repayable as follows:
— due after one and within two years 0.5 0.9
— due after two and within five years 5.6 4.5
— due after five years 0.3 0.5
6.4 59

Of the above bank loans, £1.5m (2007: £5.0m) is secured on certain of the assets of subsidiary undertakings and is repayable by instalments and £399.5m of the debt
disclosed above is guaranteed by certain companies of the Group.
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17. NON-CURRENT LIABILITIES CONTINUED
Details of the private placement notes are as follows:

2008 2008 2007 2007
Fixed Fixed
interest rate* interest rate*®
£m % £m %
Repayable in 2008 - - 22.1 7.1%
Repayable in 201 | 53.0 6.9% 39.7 7.3%
Repayable in 2013 93.0 5.1% 69.2 5.1%
Repayable in 2016 162.6 6.0% 122.9 6.0%
Repayable in 2018 20.0 5.8% 20.0 5.8%
328.6 5.9% 273.9 6.0%

* Before applying associated derivative financial instruments.
The Directors consider that the carrying amount of non-current liabilities approximates to their fair value.
18. FINANCIAL INSTRUMENTS

The “Treasury risk management” section of the Business Review on pages 23 and 24 provides an explanation of the role that derivative financial instruments have
had during the year in creating or changing the risks the Group faces in its activities. The capital structure of the Group is outlined in the Business Review on page 21.

The Group’s financial assets consist of trade and other receivables, cash at bank and derivative financial instruments. The following financial assets form part of the net
debt of the Group:

2008 2007

£m £m

Cash at bank (including cash deposits repayable on demand) 71.7 89.2
Derivative financial instruments 74.6 0.5
146.3 89.7

The Directors consider the fair value of these financial assets to approximate to their book value. The interest received on cash deposits is at variable rates of interest
of up to 2%.

2008 INTEREST RATE AND CURRENCY PROFILE
The interest rate and currency profile of the Group’s financial liabilities at 31 December 2008, after taking account of interest rate and currency derivative financial
instruments (including derivative financial instrument assets of £74.6m as noted above but excluding short term currency swaps noted after the table) was as follows:

Weighted

Effective average time
Floating Fixed fixed for which Amount Amount
Total rate rate interest rate rate is fixed secured unsecured
Currency £m £m £m % Years £m £m
Private placement notes Sterling 137.4 78.2 59.2 6.1% 6.5 - 137.4
Other borrowings Sterling 312.6 142.5 170.1 5.3% 8.4 - 312.6
Finance lease contracts Sterling I.1 - I.1 5.8% I.1 I.1 -
Private placement notes Euro 158.7 56.6 102.1 5.9% 3.3 - 158.7
Other borrowings Euro 137.9 38.8 99.1 4.1% 24 5.9 132.0
Finance lease contracts Euro 1.3 - 1.3 12.0% 3.0 1.3 -
Other borrowings PLN 0.2 0.2 - N/A N/A 0.2 -
Finance lease contracts PLN 0.1 - 0.1 3.1% 1.2 0.1 -
Other borrowings HUF 0.5 0.5 - N/A N/A 0.5 -
Finance lease contracts HUF 0.1 - 0.1 4.7% 1.8 0.1 -
Other borrowings CZK 8.9 8.9 - N/A N/A 0.4 8.5
Total 768.8 325.7 443.1 19.6 749.2

In addition to the currency exposures above, the Group has entered into five short term currency derivative financial instruments as follows:

2 five cash flow hedges which hedge the post tax functional currency cash flows of the Group amounting to an asset of £76.0m and a liability of €75.9m and
CZK58.7m.

All of these derivative financial instruments were entered into on 31 December 2008 at market rates and therefore their fair value is deemed to equate to their
book value of £nil. The expiry date of these derivative financial instruments is 3| December 2009.

Of the above finance lease contracts, £12.6m (2007: £8.2m) are secured on the underlying assets.

The Directors consider the fair value of the Group’s floating rate financial liabilities to materially approximate to the book value shown in the table above. The fair
value of the Group's private placement notes approximates to the amount in the value of the financial liabilities above. £170.m of the Sterling “Other borrowings”
and £97.0m of the Euro “Other borrowings” relate to debt on which the Group has taken out interest rate derivative financial instruments to fix the interest rate and
the debt is already carried at approximately its fair value in the table above. The remaining fixed rate debt amounts to £14.7m and relates to finance lease contracts
and fixed rate loans. The Directors consider the fair value of these remaining fixed rate debts to materially approximate to the book values shown above.
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NOTES TO THE ACCOUNTS CONTINUED

18. FINANCIAL INSTRUMENTS CONTINUED

2007 INTEREST RATE AND CURRENCY PROFILE

The interest rate and currency profile of the Group’s financial liabilities at 31 December 2007, after taking account of interest rate and currency derivative financial
instruments (including derivative financial instrument assets of £0.5m as noted above but excluding short term currency swaps noted after the table) was as follows:

Effective Weighted

fixed average time
Floating Fixed interest for which Amount Amount
Total rate rate rate rate is fixed secured unsecured
Currency £m £m £m % Years £m £m
Private placement notes Sterling 172.9 12.5 160.4 5.9% 7.5 - 172.9
Other borrowings Sterling 68.0 30.3 37.7 4.8% 1.7 0.4 67.6
Finance lease contracts Sterling [.1 - [.1 52% .7 1.0 0.1
Private placement notes Euro 146.2 44.1 102.1 6.1% 3.5 - 146.2
Other borrowings Euro 99.0 29.7 69.3 4.5% 3.6 5.9 93.1
Finance lease contracts Euro 8.4 - 8.4 5.8% 3.0 7.2 [.2
Finance lease contracts PLN 0.2 0.2 - N/A N/A - 0.2
Other borrowings PLN 19.5 19.5 - N/A N/A - 19.5
Other borrowings czK 2.8 2.7 0.1 3.0% 3.5 0.1 2.7
Total 518.1 139.0 379.1 14.6 503.5

In addition to the currency exposures above, the Group had entered into ten short term currency derivative financial instruments at 3| December 2007 as follows:
7 two net investment hedge amounting to an asset of £106.6m and a liability of €135.0m and CZK270.0m; and

7 eight cash flow hedges which hedge the post tax functional currency cash flows of the Group amounting to an asset of £123.0m and a liability of €151.5m,
CZK145.2m and PLN37.3m.

All of these derivative financial instruments were entered into on 31 December 2007 at market rates and therefore their fair value is deemed to equate to their
book value of £nil.

Of the above finance lease contracts, £8.2m are secured on the underlying assets.

The Directors considered the fair value of the Group’s floating rate financial liabilities to approximate to the book value shown in the table above. The fair value of
the Group’s private placement notes approximates to the amount in the value of the financial liabilities above. £37.7m of the Sterling “Other borrowings” and £66.1m
of the Euro “Other borrowings” relate to debt on which the Group had taken out interest rate derivative financial instruments to fix the interest rate and the debt is
already carried at approximately its fair value in the table above. The remaining fixed rate debt amounted to £12.8m and relates to finance lease contracts and fixed
rate loans. The Directors consider the fair value of these remaining fixed rate debts to approximate to the book values shown above.

In both 2008 and 2007, the interest rate on floating rate financial liabilities is based upon appropriate local market rates.

HEDGING RELATIONSHIPS
Included within financial assets are derivative financial instruments in designated hedge accounting relationships amounting to £74.6m (2007: £0.5m) and loans and
receivables (including cash and cash equivalents) of £541.4m (2007: £503.6m).

Included within financial liabilities are derivative financial instruments in designated hedge accounting relationships amounting to £131.5m (2007: £72.2m) and liabilities
(including trade payables) at amortised cost of £909.2m (2007: £672.3m).

The Group does not trade in derivative financial instruments for speculative purposes. Where the Group can demonstrate a hedge relationship under the rules

of IAS 32 and IAS 39, movements in the fair values of these derivative financial instruments will be recognised in the Consolidated Statement of Recognised Income
and Expense. Where the Group does not meet these rules, movements in the fair value will be recognised as gains or losses on derivative financial instruments in
the Consolidated Income Statement in the column entitled “Other items”.

In order to manage the Group's exposure to interest rate and exchange rate changes, the Group utilises both currency and interest rate derivative financial
instruments. The fair value of these derivative financial instruments are calculated by discounting the associated future cash flows to net present values using
appropriate market rates prevailing at the balance sheet date.

A) NET INVESTMENT HEDGES

As at 31 December 2008, the Group had entered into two (31 December 2007: five) cross-currency interest rate derivative financial instruments which form a

net investment hedge of the Group’s Euro denominated trade assets (31 December 2007: Euro and Czech Koruna). At 31 December 2008, these two derivative
financial instruments had a fair value liability of £37.8m (31 December 2007: £15.4m). Of this fair value movement, a charge of £1.5m (31 December 2007: income
of £1.4m) has been recognised directly in the Consolidated Income Statement and a liability of £20.9m (31 December 2007: £8.2m) has been recognised directly

in equity via the Consolidated Statement of Recognised Income and Expense.
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18. FINANCIAL INSTRUMENTS CONTINUED

HEDGING RELATIONSHIPS CONTINUED

B) CASH FLOW HEDGES

With regard to cash flow hedges, the effective portion of the gain or loss on the hedging instrument is recognised in equity and is subsequently removed and included
in the Consolidated Income Statement within “Finance costs” in the same period the hedged item affects the Consolidated Income Statement. The cash flow hedges
described below are expected to impact both profit and loss and cash flow annually over the life of the hedging instrument and the related debt as interest falls due
and upon maturity of the debt and related hedging instrument.

As at 31 December 2008, the Group had entered into five (31 December 2007: seven) cross-currency interest rate derivative financial instruments which

swap fixed US Dollar denominated debt held in the UK into fixed Sterling denominated debt. In addition, as at 31 December 2008, the Group had entered

into one (31 December 2007: one) cross-currency interest rate derivative financial instrument which swaps fixed US Dollar denominated debt held in the UK
into variable Sterling denominated debt. These derivative financial instruments form a cash flow hedge as they fix the functional currency cash flows of the Group.
At 31 December 2008, these six derivative financial instruments had a fair value asset of £64.0m (31 December 2007: liability of £28.2m). All of these derivative
financial instruments are designated and effective as cash flow hedges and the fair value movement has therefore been deferred in equity via the Consolidated
Statement of Recognised Income and Expense. At 31 December 2008, the average maturity date of these swaps is 6.4 years (2007: 7.0 years).

As at 31 December 2008, the Group had entered into eleven (2007: nine) interest rate derivative financial instruments which swap variable rate debt into fixed rate
debt thereby fixing the functional currency cash flows of the Group. At 31 December 2008, these eleven derivative financial instruments had a fair value liability of
£33.0m (31 December 2007: £4.2m). All of these interest rate derivative financial instruments are designated and effective as cash flow hedges and the fair value
movement has therefore been deferred in equity via the Consolidated Statement of Recognised Income and Expense. At 31 December 2008, the average maturity
date of these swaps is 6.2 years (2007: 4.8 years).

As at 3| December 2008, the Group had entered into five (31 December 2007: eight) cross-currency derivative financial instruments which swap fixed Sterling
denominated debt into fixed Euro and Czech Koruna denominated debt (31 December 2007: Euro, Polish Zloty and Czech Koruna). The movement in fair value
of these derivative financial instruments hedge the post tax cash flows of the Group and thereby fix the functional currency cash flows of the Group and are therefore
fully effective. As these derivative financial instruments were entered into on 3| December 2008 at market rates prevailing at that date, the fair value of these
derivative financial instruments at 3| December 2008 was £nil. At 31 December 2008, the average maturity date of these swaps is one year (2007: one year).

As at 31 December 2008, the Group had entered into three (31 December 2007: three) derivative financial instruments which hedged the interest rate exposure
on the private placement debt drawn down on | February 2007. As at 31 December 2008, the fair value asset of these derivative financial instruments was £6.3m
(2007: liability of £1.6m). All of these interest rate derivative financial instruments are designated and effective as cash flow hedges and the fair value movement has
therefore been deferred in equity via the Consolidated Statement of Recognised Income and Expense.

19. MATURITY OF FINANCIAL ASSETS AND LIABILITIES
MATURITY OF FINANCIAL LIABILITIES
The maturity profile of the Group’s financial liabilities at 31 December 2008 was as follows:

2008 2007
£m £m
In one year or less 424.1 216.9
In more than one year but not more than two years 8.7 4.8
In more than two years but not more than five years 184.7 70.6
In more than five years 151.3 2263
Total 768.8 518.6
BORROWING FACILITIES
The Group had undrawn UK committed borrowing facilities at 31 December 2008 as follows:
2008 2007
£m £m
Expiring in less than one year 36.2 -
Expiring in more than one year but not more than two years 2.7 0.1
Expiring in more than two years but not more than five years 40.7 95.5
Expiring in more than five years - 0.6
Total 79.6 96.2

As at 3| December 2008, the Group had £794.4m of UK committed facilities, of which £79.6m were undrawn as disclosed above. Since the year end a further
£10.6m has been drawn down.
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NOTES TO THE ACCOUNTS CONTINUED

19. MATURITY OF FINANCIAL ASSETS AND LIABILITIES CONTINUED
CONTRACTUAL MATURITY ANALYSIS OF THE GROUP’S FINANCIAL ASSETS AND LIABILITIES

2008 ANALYSIS

IFRS 7 requires disclosure of the maturity of the Group’s remaining contractual financial liabilities. The tables below have been drawn up based on the undiscounted
contractual maturities of the Group’s financial assets and liabilities including interest that will accrue to those assets and liabilities except where the Group is entitled

and intends to repay the liability before its maturity. Both the inclusion of future interest and the values disclosed being undiscounted result in the total position being
different to that included in the Consolidated Balance Sheet.

Maturity analysis

Balance
sheet Less than More than
value | year |-2 years 2-5 years 5 years Total
£m £m £m £m £m £m

Current liabilities
Trade payables 373.2 373.2 - - - 373.2
Obligations under finance lease contracts 34 3.6 - - - 3.6
Bank overdrafts 18.8 18.8 - - - 18.8
Bank loans 3453 346.3 - - - 346.3
Private placement notes - - - - - -
Loan notes 0.1 0.1 - - - 0.1
Derivative financial instruments ™ 60.6 60.6 — - - 60.6
Total 801.4 802.6 - - - 802.6
Non-current liabilities
Obligations under finance lease contracts 9.2 I.1 34 55 0.5 10.5
Bank loans 6.4 0.4 0.9 6.2 0.4 7.9
Private placement notes 328.6 20.7 20.7 198.8 218.7 458.9
Loan notes 0.1 - 0.1 - - 0.1
Derivative financial instruments ™ 70.9 15.9 15.9 122.5 19.3 173.6
Total 415.2 38.1 41.0 333.0 238.9 651.0
Total liabilities 1,216.6 840.7 41.0 333.0 238.9 1,453.6
Other
Derivative financial instrument assets* (74.6) 7.1 (2.9) (21.3) (51.6) (82.9)
Cash and cash equivalents* 71.7) 71.7) - - - T71.7)
Derivative financial instruments ™ - (4.7) (4.7) (79.2) — (88.6)
Total (146.3) (83.5) (7.6) (100.5) (51.6) (243.2)
Grand total 1,070.3 757.2 33.4 232.5 187.3 1,210.4

” In accordance with IFRS 7, for all gross settled derivative financial instruments (i.e. £/€ net investment hedges), the pay leg has been disclosed within liabilities
and the receive leg has been included within other.

* Derivative financial instrument assets and cash and cash equivalents have also been disclosed in order to present a full analysis of the Group's financial assets

and liabilities.
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19. MATURITY OF FINANCIAL ASSETS AND LIABILITIES CONTINUED
CONTRACTUAL MATURITY ANALYSIS OF THE GROUP’S FINANCIAL ASSETS AND LIABILITIES CONTINUED

2007 ANALYSIS
Maturity analysis

Balance
sheet Less than More than
value | year |-2 years 2-5 years 5 years Total
£m £m £m £m £m £m
Current liabilities
Trade payables 2259 2259 - - - 2259
Obligations under finance lease contracts 2.6 2.6 - - - 2.6
Bank overdrafts 1.9 1.9 - - - 1.9
Bank loans 150.8 153.4 - - - 153.4
Private placement notes 22.1 23.1 - - - 23.1
Loan notes 2.8 2.9 - - - 2.9
Derivative financial instruments 36.7 59.5 — — - 59.5
Total 442.8 469.3 - - - 469.3
Non-current liabilities
Obligations under finance lease contracts 7.1 0.4 2.8 2.9 1.8 79
Bank loans 59 0.4 0.9 4.2 1.3 6.8
Private placement notes 251.8 17.4 17.4 87.9 2553 378.0
Loan notes I.4 - |4 0.1 - 1.5
Derivative financial instruments ™ 35.5 6.8 6.8 82.4 44.0 140.0
Total 301.7 25.0 29.3 177.5 302.4 534.2
Total liabilities 744.5 494.3 29.3 177.5 302.4 1,003.5
Other
Derivative financial instrument assets* 0.5) 0.5) - - - (0.5)
Cash and cash equivalents* (89.2) (89.2) - - - (89.2)
Derivative financial instruments ™ — (26.9) (5.2) (54.6) (33.6) (120.3)
Total (89.7) (116.6) (5.2) (54.6) (33.6) (210.0)
Grand total 654.8 377.7 24.1 122.9 268.8 793.5

” In accordance with IFRS 7, for all gross settled derivative financial instruments (i.e. £/€ net investment hedges), the pay leg has been disclosed within liabilities
and the receive leg has been included within other.

* Derivative financial instrument assets and cash and cash equivalents have also been disclosed in order to present a full analysis of the Group’s financial assets
and liabilities.

SINNOJJY
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NOTES TO THE ACCOUNTS CONTINUED

20. SENSITIVITY ANALYSIS
IFRS 7 requires the disclosure of a sensitivity analysis that details the effects on the Group's profit or loss and other equity of reasonably possible fluctuations
in market rates.

This sensitivity analysis has been prepared to illustrate the effect of the following hypothetical variations in market rates on the fair value of the Group’s financial assets
and liabilities:

7 a 1% (100 basis points) increase or decrease in market interest rates; and
7 a 10% strengthening or weakening of Sterling against all other currencies that the Group is exposed to.

A) INTEREST RATE SENSITIVITY
The Group is exposed to Sterling, Euro, US Dollar, Polish Zloty and Czech Koruna interest rates.

The following table details the Group's sensitivity to a |00 basis point change in each respective interest rate. The 100 basis points has been disclosed in order to show
a reasonable illustration of the Group's sensitivity to interest rates. The sensitivity analysis of the Group’s exposure to interest rate risk at the reporting date has been
determined based on the change taking place at the beginning of the financial year and held constant throughout the reporting period. A positive number indicates an
increase in profit or loss and other equity.

2008 ANALYSIS
GBP EUR uUsbD PLN CZK Total
+100bp -100bp  +100bp -100bp  +100bp -100bp  +100bp -100bp  +100bp -100bp  +100bp -100bp
£m £m m £m £m £m £m £m £m £m £m £m
Profit or loss (1.3) 130 1.8 (1.8)@® - - (02 02 - - 0.3 0.3)
Other equity 7.9 8.00" 29  (3.0)0® (13.9) 1550 - - - - @ 4.5
Total Shareholders’ equity 6.6 6.7 47 (@48) (139) 155 (0.2) 0.2 - - @8 42
2007 ANALYSIS
GBP EUR usD PLN CzK Total
+100bp -100bp +100bp -100bp +100bp -100bp + 100bp -100bp +100bp -100bp +100bp -100bp
£m £m £m £m £m £m £m £m £m £m £m £m
Profit or loss (1.9) [.90 I.5 (1.6)m - - ©.1) 0.19 - - 0.5) 0.4
Other equity 7.1 600 29 Gy (102)  11.00 - - - - (02 1.9
Total Shareholders’ equity 52 4.1) 44 “7)  (102) 110 ©.1) 0.1 - - (07) 23

The movements noted above are described below, being mainly attributable to:

(i) floating rate Sterling debt and gains and losses on derivative financial instruments on some of the Group’s £/€ net investment hedges;

(i) mark-to-market valuation changes in the fair value of fully effective cash flow hedges;

(iii) floating rate Euro debt, Euro cash deposits and gains and losses on derivative financial instruments on some of the Group’s £/€ net investment hedges;
(iv) changes in value of the Group’s Euro denominated assets and liabilities; and

(v) floating rate Polish Zloty debt.
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20. SENSITIVITY ANALYSIS CONTINUED
B) FOREIGN CURRENCY SENSITIVITY
The Group is exposed to currency rate changes between Sterling and Euros, US Dollars, Polish Zloty, Czech Koruna and Slovak Koruna.

The following table details the Group's sensitivity to a 10% change in Sterling against the respective foreign currencies, indicating the likely impact of changes in foreign
exchange rates on the Group's financial position. The sensitivity analysis of the Group’s exposure to foreign currency risk at the reporting date has been determined
based on the change taking place at the beginning of the financial year and held constant throughout the reporting period. A positive number indicates an increase

in profit or loss and other equity.

2008 ANALYSIS
EUR UsSD PLN CZK SKK Total
+10% -10% +10% -10% +10% -10% +10% -10% +10% -10% +10% -10%
£m £m £m £m £m £m £m £m £m £m £m £m
Assets and liabilities under
the scope of IFRS 7
Profit or loss 2.2 (1.8)® 0.1 ©.1)™ 0.4 0.5 0.7 (0.9)™ - - 3.4 3.3)
Other equity 34.0 (30.7)®  (3.6) 5.00 (1.9) 2.3  (0.4) 0.5 (0.3) 0.3® 27.8 (22.6)
Total Shareholders’ equity 36.2 (32.5) 3.5) 4.9 (1.5) 1.8 0.3 (0.4) (0.3) 0.3 31.2 (25.9)
Total assets and liabilities*
Profit or loss (2.49) 1.2¢ 0.1 (.1) 0.1 0.H 0.8 (1.9)4  (0.1) 0.14D  (1.5) (0.8)
Other equity (9.5) 14.5  (3.6) 5.0® (4.4) 5.2  (1.6) 1.8  (1.6) 1.9 (20.7) 28.4
Total Shareholders’ equity (11.9) 15.7 (3.5) 4.9 4.3) 5.1 (0.8) (0.1) (1.7) 2.0 (22.2) 27.6
2007 ANALYSIS
EUR usD PLN CczK SKK
+10% -10% +10% -10% +10% -10% +10% -10% +10% -10% +10% -10%
£m £m £m £m £m £m £m £m £m £m £m £m

Assets and liabilities under
the scope of IFRS 7
Profit or loss 1.8 (1.3)0 - - 0.1 0.1y - - - - 1.9 (1.4
Other equity 24.8 (27.8)® (1.5) [.8M 0.7 (0.8)® 0.3) 0.3® - - 23.7 (26.5)
Total Shareholders’ equity 26.6 (29.1) (1.5) 1.8 0.8 0.9) 0.3) 0.3 - - 25.6 (27.9)
Total assets and liabilities*
Profit or loss (1.3) |96 - - 0.4) 0.1 0.1) 0.1t 0.1 0.1t (1.9) 2.0
Other equity 7.1) 7.8™ (1.5) .80 (1.4) 2.2 (1.1) 0.8™ 0.8) 0.9  (11.9) 13.5
Total Shareholders’ equity (8.4) 9.7 (1.5) 1.8 (1.8) 2.1 (1.2) 0.9 0.9) 1.0 (13.8) 15.5

* Certain assets and liabilities such as inventories, non-current assets and provisions do not come under the scope of IFRS 7. Therefore, in order to present
a complete analysis of the Group’s exposure to movements in foreign currency exchange rates, the exposure on the Group's total assets and liabilities has

been disclosed.

The movements noted above are described below, being mainly attributable to:

(i) gains and losses on derivative financial instruments on some of the Group’s £/€ net investment hedges and retranslation of Euro interest flows;

(if) mark-to-market valuation changes in the fair value of fully effective cash flow and net investment hedges and retranslation of assets and liabilities under the scope

of IFRS 7;

(iii) retranslation of Euro profit streams and gains and losses on derivative financial instruments on some of the Group’s £/€ net investment hedges;

(iv) retranslation of overseas denominated assets and liabilities outside the scope of IFRS 7 and mark-to-market valuation changes in the fair value of fully effective

cash flow and net investment hedges;

(v) retranslation of US Dollar, Polish Zloty and Czech Koruna interest flows; and

(vi) retranslation of Polish Zloty, Czech Koruna and Slovak Koruna profit streams.
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NOTES TO THE ACCOUNTS CONTINUED

2l. PROVISIONS

2008 2008 2008 2008 2008
Onerous Leasehold Contingent Other

leases dilapidations consideration amounts Total

£m £m £m £m £m

Beginning of year 2.0 13.1 9.9 3.4 28.4
Unused amounts reversed in the period (.1) - “4.2) (.1) “4.4)
Utilised (1.1) 0.2) 4.0) - (5.3)
Added on acquisition - 0.1 7.3 1.1 8.5
New provisions 0.3 0.2 - 0.2 0.7
Exchange difference 0.1 0.3 0.9 1.2 2.5
End of year 1.2 13.5 9.9 5.8 30.4
2008 2007

£m £m

Included in current liabilities 8.3 9.5
Included in non-current liabilities 22.1 18.9
30.4 284

ONEROUS LEASES

The Group has provided for the rental payments due over the remaining term of existing operating lease contracts where a period of vacancy is ongoing.
The provision has been calculated after taking into account both the periods over which properties are likely to remain vacant and the likely income from existing
and future sub lease agreements on a contract by contract basis. The provision covers potential transfer of economic benefit over the full range of current lease

commitments disclosed in Note 29b.

LEASEHOLD DILAPIDATIONS

This provision relates to contractual obligations to reinstate leasehold properties into their original state of repair. The provision is calculated with reference to
the expired portion of individual lease agreements where such a clause exists in the lease contract. The transfer of economic benefits will be made at the end

of the leases as set out in Note 29b.

CONTINGENT CONSIDERATION

Contingent consideration relates to the amounts due to vendors of current and prior year acquisitions providing certain future profit targets are met.

The transfer of economic benefit is expected to be made within two years.

OTHER AMOUNTS

Other amounts relate principally to claim provisions. The transfer of economic benefit is expected to be made between one and three years.
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22. DEFERRED TAX
The net deferred tax liability at the end of the year is analysed as follows:

2008 2007
£m £m

Deferred tax assets 18.7 17.4
Deferred tax liabilities (49.5) (44.3)
Net deferred tax liability (30.8) (26.9)
The net deferred tax liability is made up of the following elements:

2008 2007

£m £m

Deferred tax analysis:
Capital allowances in excess of depreciation (7.2) 7.1
Short term timing differences (28.5) (24.1)
Losses 1.0 0.9
On retirement benefit obligations 3.9 3.4
Net deferred tax liability (30.8) (26.9)
The movement during the year in the net deferred tax liability was as follows:
Beginning of year (26.9) (1.4)
On acquisition of subsidiaries (11.6) (29.0)
Credit for the year 5.2 7.7
Exchange difference 0.4 0.1
On retirement benefit obligations 3.0 (2.0
Deferred tax on share options (0.9) (2.3)
End of year (30.8) (26.9)

Given current trading the Directors consider that recognition of the deferred tax assets above is appropriate.

At the balance sheet date, the aggregate amount of temporary differences associated with undistributed earnings of subsidiaries with a lower rate of corporation tax
than that suffered in the UK, for which no deferred tax liabilities have been recognised, was £62.1m (2007: £39.6m). No liability has been recognised in respect
of these differences because the Group is in a position to control the timing of the reversal of the temporary differences and it is probable that such differences will
not reverse in the foreseeable future.

The Group has not taken account of excess non-trading losses associated with financial instruments in determining the above deferred tax liability at 31 December 2008,
or the deferred tax credit for the year thereon. In this respect, any future utilisation of the unrecognised deferred tax asset of £40.0m associated with these non-trading
losses will result in a reduction of cash payments of tax and will also result in a profit and loss benefit in the year of utilisation.

23. OBLIGATIONS UNDER FINANCE LEASE CONTRACTS

Minimum lease payments Present value of minimum lease payments
2008 2007 2008 2007
£m £m £m £m R
Amounts payable under finance lease contracts: 8
— within one year 4.0 2.8 3.4 2.6 p=
—in the second to fifth years 8.5 6.0 7.7 54 3
— after five years 1.6 1.8 1.5 e
14.1 10.6 12.6 9.7
Less: future finance charges 1.5 0.9
Present value of lease obligations 12.6 9.7

The Group leases some of its motor vehicles, fixtures and equipment under finance lease contracts.

The average remaining lease term is 4.2 years (2007: 2.9 years). For the year ended 3| December 2008, the average effective borrowing rate was 5.8%
(2007: 5.7%). Interest rates are fixed at the contract date.

The carrying amount of the Group’s lease obligations approximate to their fair value.
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NOTES TO THE ACCOUNTS CONTINUED

24. CALLED UP SHARE CAPITAL

2008 2007
£m £m
Authorised:
190,000,000 ordinary shares of 10p each (2007: 190,000,000) 19.0 19.0
Allotted, called up and fully paid:
135,639,175 ordinary shares of |0p each (2007: 135,001,198) 13.6 13.5

Total cash consideration received by the Company for the 637,977 shares (2007: | 1,897,173 shares) allotted during the year amounted to £1.1m (2007: £148.1m).

The Company has one class of ordinary share which carries no right to fixed income.

At 31 December 2008 the following share options were outstanding:

Number of shares

Exercise dates

Option Date from
At At price which option Date on

31 December 31 December per |0p may be which option
Scheme and date of grant 2007 Granted Exercised Lapsed 2008 share exercised expires
Deferred Annual Bonus Scheme
19/04/2005 17,520 - (10,436) (153) 6,931 0.00p 19/04/2008 18/04/2015
13/04/2006 17,262 - (251) (260) 16,751 0.00p 13/04/2009 12/04/2016
17/04/2007 11,297 - (68) (360) 10,869 0.00p 17/0422010  16/04/2017
14/04/2008 - 24,495 - - 24,495 0.00p 14/04/2011 13/04/2018
Long Term Incentive Plan
| 1/04/2003 4,469 - - - 4,469 10.00p 11/04/2006 10/04/2010
| 1/05/2004 5,569 - - - 5,569 10.00p 11/0522007 10/05/2014
19/04/2005 129,965 - (118,662) (3,295) 8,008 0.00p 19/04/2008 18/04/2015
13/04/2006 100,835 - - - 100,835 0.00p 13/04/2009 12/04/2016
17/04/2007 70,951 - - - 70,951 0.00p 17/04/2010 16/04/2017
14/04/2008 - 136,409 - - 136,409 0.00p 14/04/2011 13/04/2018
08/09/2008 - 9,220 - - 9,220 0.00p 08/09/2011 07/09/2018
1997 Executive Share Option Scheme
27/04/1998 6,450 - (6,450) - - 212.50p 27/04/2001 26/04/2008
1'1/04/2000 1,500 - - - 1,500  232.50p 11/04/2003 10/04/2009
19/04/2002 22,276 - (3,000) - 19,276  321.00p 19/04/2005 18/04/2010
1'1/04/2003 35,500 - (rn - 35,489 205.50p 11/04/2006 10/04/201 |
Savings Related Schemes
17/05/2002 1415 - (1,287) (128) - 257.00p 01/07/2005 31/12/2007
07/05/2003 459,233 - (440,334) (14,122) 4,777 165.00p 01/07/2006 31/12/2008
10/05/2004 187,442 - (4,536) (11,668) 171,238 300.00p 01/07/2007 31/12/2009
21/10/2005 31,850 - - (23,121) 8,729  571.00p OI/11/2008 31/05/2010
10/1'1/2006 37,761 - - (33,012) 4,749 797.00p 01/01/2010 31/07/2012
26/11/2007 32,045 - - (18,680) 13,365  823.00p O01/012011 31/07/2013
24/10/2008 — 129,479 — — 129,479 330.00p O01/01/2012 31/07/2014
Total 1173340 299,603 (585,035)  (104,799) 783,109
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25. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Hedging
Share Capital Share and
Called up premium redemption Special option  translation Retained Minority Total
share capital account reserve reserve reserve reserve profits Total interests equity
£m £m £m £m £m £m £m £m £m £m
At 31 December 2006 12.3 19.6 0.3 22.1 1.8 (4.6)  300.0 351.5 1.2 352.7
Profit after tax - - - - - - 86.2 86.2 0.9 87.1
Dividends - - - - - - (28.4) (28.4) - (28.4)
New share capital issued [.2 146.9 - - - - - 148.1 - 148.1
Exchange difference on retranslation of foreign currency
goodwill and intangibles - - - - - 24.7 - 24.7 - 24.7
Exchange difference on retranslation of foreign currency
net investments (excluding goodwill and intangibles) - - - - - 18.8 - 18.8 - 18.8
Exchange and fair value movements associated
with borrowings and derivative financial instruments - - - - - (41.2) - (41.2) - (41.2)
Tax credit on exchange difference arising on borrowings
and derivative financial instruments - - - - - 12.0 - 12.0 - 12.0
Gains and losses on cash flow hedges - - - - - - (5.2) (5.2) - (5.2)
Transfer to profit and loss on cash flow hedges - - - - - - 2.1 2.1 - 2.1
Current and deferred tax on share options - - - - - - (0.8) (0.8) - 0.8)
Actuarial gain on defined benefit pension schemes - - - - - - 6.2 6.2 - 6.2
Deferred tax movement associated with actuarial gain - - - - - - (2.0) (2.0) - (2.0)
Credit to share option reserve - - - - [.6 - - I.6 - I.6
Exercise of share options - - - - 0.7) - 0.7 - - -
Dividend payment to minority interest Shareholder — - - - — - - - (0.8) (0.8)
At 31 December 2007 13.5 166.5 0.3 22.1 2.7 9.7 358.8 573.6 1.3 574.9
Profit after tax - - - - - - 6.3 6.3 0.5 6.8
Dividends - - - - - - (36.5) (36.5) - (36.5)
New share capital issued 0.1 1.0 - - - - - [.1 - |1
Exchange difference on retranslation of foreign currency
goodwill and intangibles - - - - - 97.0 - 97.0 - 97.0
Exchange difference on retranslation of foreign currency
net investments (excluding goodwill and intangibles) - - - - - 61.8 - 61.8 - 61.8
Exchange and fair value movements associated with
borrowings and derivative financial instruments - - - - - (92.9) - (92.9) - (92.9)
Tax credit on exchange difference arising on borrowings
and derivative financial instruments - - - - - 13.8 - 13.8 - 13.8
Gains and losses on cash flow hedges - - - - - - 3.5 3.5 - 3.5
Transfer to profit and loss on cash flow hedges - - - - - - (1.4) (1.4) - (1.4)
Current and deferred tax on share options - - - - - - 0.7) 0.7) - 0.7)
Actuarial loss on defined benefit pension schemes - - - - - - (10.6) (10.6) - (10.6)
Deferred tax movement associated with actuarial loss - - - - - - 3.0 3.0 - 30 S
Recognition of option in relation to minority interest Shareholding ~ — - - - - - (2.0 (2.0 - (2.0) e
Credit to share option reserve - - - - 1.0 - - 1.0 - 1.0 8
Exercise of share options - - - - (1.1 - I.1 - - - K-
Minority interest acquired - - - - - - - - l.4 N =
Purchase of minority interest Shareholding - - - - - - - - (0.6) 0.6) =
Dividend payment to minority interest Shareholder - - - - - - - - 0.7) 0.7)
At 31 December 2008 13.6 167.5 0.3 22.1 2.6 89.4 321.5 617.0 1.9 618.9

The special reserve arises as a result of a number of transfers from the Group's share premium reserve up until 1996. Goodwill arising on a number of historic
acquisitions was then written off against this special reserve. The cumulative amount of goodwill resulting from acquisitions in earlier years which has been written off
directly against reserves, net of goodwill relating to undertakings disposed of, is £131.4m (2007: £131.4m).

The share option reserve represents the cumulative share option charge under IFRS 2 less the value of any share options that have been exercised.

The hedging and translation reserve represents movements in the Consolidated Balance Sheet as a result of movements in exchange rates which are taken directly
to reserves as detailed in the Statement of Significant Accounting Policies on pages 68 to 72.
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NOTES TO THE ACCOUNTS CONTINUED

26. RECONCILIATION OF OPERATING PROFIT TO CASH INFLOW FROM OPERATING ACTIVITIES

2008 2007
£m £m
Operating profit 107.0 142.2
Depreciation charge 42.6 303
Amortisation of acquired intangibles and impairment charges 40.6 17.2
Profit on sale of property, plant and equipment (1.8) (2.0
Share-based payments 1.0 I.6
Decrease/(increase) in inventories 15.1 8.2)
Decrease in receivables 43.0 0.1
Decrease in payables 91.5) (20.9)
Cash inflow from operating activities 156.0 160.3

Included in the decrease in payables is a cash outflow relating to defined benefit pension contributions being £8.4m (2007: £3.6m) greater than the amount charged

to operating profit.

27. RECONCILIATION OF NET CASH FLOW TO MOVEMENTS IN NET DEBT

2008 2007

£m £m

(Decrease)/increase in cash and cash equivalents in the year (47.3) 254

Cash flow from increase in debt (70.5) (87.7)

Increase in net debt resulting from cash flows (117.8) (62.3)

Debt acquired with acquisitions* 8.2) (94.0)

Non-cash items ™ (52.7) 21.7)

Exchange difference (89.5) (22.1)

Increase in net debt in the year (268.2) (200.1)

Net debt at beginning of year (428.9) (228.8)

Net debt at end of year (697.1) (428.9)
* Including loan notes issued.

” Non-cash items relate to the fair value movement of debt recognised in the year which does not give rise to a cash inflow or outflow.

28. ANALYSIS OF NET DEBT

At Debt At

31 December Cash acquired with Non-cash Exchange 31 December

2007 flows acquisitions™ items ™ difference 2008

£m £m £m £m £m £m

Cash and cash equivalents 89.2 (30.7) - - 13.2 71.7

Overdrafts (1.9) (16.6) — — (0.3) (18.8)

87.3 (47.3) — — 12.9 52.9

Financial assets — derivative financial instruments 0.5 - - 74.1 - 74.6

Debts due within one year (212.4) (32.2) (7.3) (r4.1) (40.0) (406.0)

Debts due after one year (294.6) (39.0) - (12.7) (59.7) (406.0)

Finance lease contracts 9.7) 0.7 0.9) — 2.7) (12.6)

(428.9) (117.8) (8.2) (52.7) (89.5) (697.1)

* Including loan notes issued.

” Non-cash items relate to the fair value movement of debt recognised in the year which does not give rise to a cash inflow or outflow.

Included within the “Cash flows” column of the above movement analysis is an outflow of £17.8m relating to foreign exchange rate movements. In addition, £47.0m
of the “Non-cash items” relates to foreign exchange rate movements. Combined with the exchange difference of £89.5m as per the above table, the total increase

in the Group's net debt position at 31 December 2008 attributable to foreign exchange rate movements is £154.3m.
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29. GUARANTEES AND OTHER FINANCIAL COMMITMENTS
A) CAPITAL COMMITMENTS

2008 2007
£m £m
Contracted but not provided for 4.2 1.1

B) LEASE COMMITMENTS
The Group leases a number of its premises under operating leases which expire between 2009 and 2049.

The rentals payable are subject to renegotiation at various dates. The total future minimum lease rentals under the foregoing leases are as follows:

2008 2007
£m £m

Minimum lease rentals due:
— within one year 30.3 352
— after one year and within five years 95.0 101.2
— after five years 98.9 122.7
224.2 259.1

The Group also leases certain items of plant and machinery whose total future minimum lease rentals under the foregoing leases are as follows:

2008 2007
£m £m

Minimum lease rentals due:
— within one year 10.8 6.5
— after one year and within five years 21.5 7.3
— after five years 23 0.3
34.6 14.1

C) PENSION SCHEMES

The Group operates a number of pension schemes, five (2007: eight) of which provide defined benefits based on final pensionable salary. Of these schemes,
one (2007: four) has assets held in a separate trustee administered fund and four (2007: four) are overseas book reserved schemes. The Group also operates
a number of defined contribution schemes all of which are independently managed.

DEFINED BENEFIT PENSION SCHEME VALUATIONS
In accordance with the amendment to IAS 19 which was issued on |6 December 2004, the Group has elected to recognise all actuarial gains and losses in full in the
period in which they arise in the Consolidated Statement of Recognised Income and Expense.

The actuarial valuations of the defined benefit pension schemes are assessed by an independent actuary every three years who recommends the rate of contribution
payable each year.

Four UK defined benefit pension schemes were merged on | January 2008, creating one UK defined benefit pension scheme. The last formal actuarial valuation
of the SIG plc Retirement Benefits Plan, the main scheme, was conducted at 3| December 2007 and showed that the market value of the scheme's assets were
£75.0m and their actuarial value covered 83% of the benefits accrued to members after allowing for expected future increases in pensionable salaries.

The other four schemes are book reserved schemes whereby the sponsoring company does not hold any separate assets to fund the pension scheme but makes
a reserve in its accounts. Therefore, these schemes do not hold separate scheme assets. The liabilities of the schemes are met by the sponsoring companies.
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NOTES TO THE ACCOUNTS CONTINUED

29. GUARANTEES AND OTHER FINANCIAL COMMITMENTS CONTINUED

C) PENSION SCHEMES CONTINUED

CONSOLIDATED INCOME STATEMENT CHARGES

The pension charge for the year relating to the five defined benefit pension schemes was £1.7m (2007: £2.3m). In accordance with IAS |9 “Retirement Benefits”,
the charge for the defined benefit schemes has been calculated as the sum of the cost of benefits accruing in the year, the increase in the value of benefits already
accrued and the expected return on assets.

The actuarial valuations described above have been updated at 31 December 2008 by a qualified actuary using revised assumptions that are consistent with the
requirements of IAS 9. Investments have been valued, for this purpose, at fair value.

The UK defined benefit scheme is closed to new members, has an age profile that is rising and therefore under the projected unit method the current service cost
will increase as the members of the scheme approach retirement. The four overseas book reserved schemes remain open to new members.

CONSOLIDATED BALANCE SHEET LIABILITY
The balance sheet position in respect of the five defined benefit schemes can be summarised as follows:

2008 2007

£m £m

Pension liability before taxation (19.1) (15.7)
Related deferred tax asset 3.9 34
Pension liability after taxation (15.2) (12.3)

The actuarial loss of £10.6m (2007: gain of £6.2m) for the year, together with the associated deferred tax credit of £3.0m (2007: debit of £2.0m), has been
recognised in the Consolidated Statement of Recognised Income and Expense. The remaining deferred tax debit of £2.5m (2007: £1.3m) has been recognised
in the Consolidated Income Statement.

The cumulative actuarial gains and losses, gross of deferred tax (from 2004 onwards) recognised in the Consolidated Statement of Recognised Income and Expense
amounted to a loss of £11.7m (2007: loss of £1.1m).

Of the above pension liability before taxation, £14.2m (2007: £12.1m) relates to wholly or partly funded schemes and £4.9m (2007: £3.6m) relates to unfunded schemes.

The movement in the pension liability before taxation in the year can be summarised as follows:

2008 2007

£m £m

Pension liability at beginning of year (15.7) (23.6)
Current service cost (1.8) (1.9)
Businesses acquired - (1.0)
Contributions 10.2 5.5
Net finance income/(cost) 0.1 0.4)
Actuarial (loss)/gain (10.6) 6.2
Exchange difference (1.3) (0.5)
Pension liability at end of year (19.1) (15.7)
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29. GUARANTEES AND OTHER FINANCIAL COMMITMENTS CONTINUED

C) PENSION SCHEMES CONTINUED

SCHEMES’ DISCLOSURE

The principal assumptions used for the IAS 19 actuarial valuation of the schemes were:

2008 2007 2006

% % %

Rate of increase in salaries 4.7 53 5.0
Rate of fixed increase of pensions in payment 4.7 53 5.0
Rate of increase LPI pensions in payment 2.7 3.3 3.0
Discount rate 6.2 5.7 5.1
Inflation assumption 2.7 3.3 3.0

Deferred pensions are revalued to retirement in line with the schemes’ rules and statutory requirements, with the inflation assumption used for LPI revaluation
in deferment.

The life expectancy for a male employee beyond the normal retirement age of 60 is 28.5 years (2007: 27.5 years).
If the discount rate was to be increased/decreased by 0.25%, this would decrease/increase the Group's gross pension scheme deficit by £4.5m.

The fair value of the assets in the schemes, the present value of the liabilities in the schemes and the expected rate of return at each balance sheet date were:

2008 2008 2007 2007 2006 2006

% £m % £m % £m

Equities 6.4 40.3 6.7 48.7 6.7 44.0
Bonds 5.2 343 4.7 28.0 4.6 23.7
Other N/A - 6.2 0.1 5.5 0.2
Total fair value of assets 74.6 76.8 67.9
Present value of scheme liabilities (93.7) (92.5) (91.5)
Deficit in the schemes (19.1) (15.7) (23.6)
Related deferred tax asset 3.9 3.4 6.7
Pension liability after taxation (15.2) (12.3) (16.9)

The overall expected rate of return is based upon market conditions at the balance sheet date.
Following the actuarial valuation of the schemes, a special contribution of £7.2m was made on the advice of the actuary in January 2008.

Analysis of the amount charged to operating profit under IAS 19 in relation to the schemes:

2008 2007
£m £m
Current service cost 1.8 1.9
Analysis of the amount charged to finance income and finance charges under IAS 19 in relation to the schemes:
2008 2007
£m £m >
Finance income — being expected return on pension scheme assets 5.3 4.2 2
Finance costs — being interest on pension scheme liabilities (5.2) (4.6) o
Net finance income/(cost) 0.1 0.4) g
The actual loss on scheme assets was £10.0m (2007: return of £4.6m). =
Analysis of the actuarial (loss)/gain recognised in the Consolidated Statement of Recognised Income and Expense in respect of the schemes:
2008 2007
£m £m
Actual return less expected return on assets (15.3) 0.4
Experience gains and losses on liabilities 5.5 (4.4)
Changes in assumptions (0.8) 10.2
Actuarial (loss)/gain recognised (10.6) 6.2
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NOTES TO THE ACCOUNTS CONTINUED

29. GUARANTEES AND OTHER FINANCIAL COMMITMENTS CONTINUED
C) PENSION SCHEMES CONTINUED

SCHEMES’ DISCLOSURE CONTINUED

Movements in the present value of the schemes’ liabilities were as follows:

2008 2007
£m £m
Fair value of schemes’ liabilities at beginning of year (92.5) 91.5)
Current service cost (1.8) (1.9)
Interest on pension schemes’ liabilities 5.2) (4.6)
Experience gains and losses on liabilities 5.5 (4.4)
Changes in assumptions (0.8) 10.2
Contributions from schemes’ members (0.6) 0.5)
Businesses acquired - (1.0)
Exchange differences (1.3) 0.5)
Benefits paid 3.0 1.7
Fair value of schemes’ liabilities at end of year (93.7) (92.5)
Movements in the fair value of the schemes’ assets were as follows:
2008 2007
£m £m
Fair value of schemes’ assets at beginning of year 76.8 67.9
Expected return on assets 5.3 4.2
Actual return less expected return on assets (15.3) 0.4
Contributions from sponsoring companies 10.2 55
Contributions from schemes’ members 0.6 0.5
Benefits paid (3.0) (1.7)
Fair value of schemes’ assets at end of year 74.6 76.8
History of experience of gains and losses:
2008 2007 2006
Difference between the expected and actual return on schemes’ assets:
— amount (£m) (15.3) 0.4 0.5
— percentage of schemes’ assets (20.5%) 0.5% 0.7%
Experience gains and losses on schemes’ liabilities:
— amount (£m) 5.5 (4.4) (9.0
— percentage of the present value of schemes’ liabilities 5.9% (4.9%) 9.9%
Total amount recognised in the Consolidated Statement of Recognised Income and Expense:
— amount (£m) (10.6) 6.2 33
— percentage of the present value of the scheme liabilities (11.3%) 6.7% 6.3%

D) CONTINGENT LIABILITIES

As at the balance sheet date, the Group had outstanding obligations under customer guarantees, claims, standby letters of credit and discounted bills of up to £9.4m
(2007: £8.4m). Of this amount, £7.8m (2007: £7.5m) related to standby letters of credit, issued by The Royal Bank of Scotland plc, in respect of the Group’s
insurance arrangements.

In addition, there is a possible risk that when SIG acquires certain companies that include employee Shareholders, the capital gain made by these Shareholders
could be reclassified as an income tax liability. This could give rise to a social security cost for the Group of up to £10m.

30. RELATED PARTY TRANSACTIONS
Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and have therefore not been disclosed.

REMUNERATION OF KEY MANAGEMENT PERSONNEL
The remuneration of the Directors who are the key management personnel of the Group is provided in the audited part of the Directors’ Remuneration Report
on pages 57 to 59. In addition, the Group recognised a share-based payment charge under IFRS 2 in respect of the Directors of £0.4m (2007: £0.6m).

In June 2005, the Group acquired 93.5% of the share capital of LS Group Limited. The remaining 6.5% shareholding was held by employees of that company.
During the period the Group acquired the remaining 6.5% shareholding for a total consideration of £1.6m. This purchase generated goodwill of £1.0m.

31. SUBSIDIARIES
Details of the Group’s principal trading subsidiaries, all of which have been included in the Consolidated Accounts, are shown on page 120.

32. POST BALANCE SHEET EVENTS

At the time of signing the Accounts, the Board announced a placing and open offer and firm placing to raise £325m as described in the Chairman’s Statement on
page 4. The Group continues its cost reduction programme and has implemented cost-saving initiatives since the year end which are expected to deliver savings
of £12m in 2009, over and above those implemented in 2008.
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INDEPENDENT AUDITORS’ REPORT

We have audited the Group financial statements of SIG plc for the year ended 31 December 2008 which comprise the Consolidated Income Statement,

the Consolidated Statement of Recognised Income and Expense, the Consolidated Balance Sheet, the Consolidated Cash Flow Statement, the Statement of
Significant Accounting Policies and the related notes | to 32. These Group financial statements have been prepared under the accounting policies set out therein.
We have also audited the information in the Directors’ Remuneration Report that is described as having been audited.

We have reported separately on the Parent Company financial statements of SIG plc for the year ended 3| December 2008.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit work has been undertaken
so that we might state to the Company’s members those matters we are required to state to them in an 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
The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the Group financial statements in accordance with applicable
law and International Financial Reporting Standards (“IFRS”) as adopted by the European Union are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements and International Standards on Auditing
(UK and Ireland).

We report to you our opinion as to whether the Group financial statements give a true and fair view, whether the Group financial statements have been properly
prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation and whether the part of the Directors’ Remuneration Report described as
having been audited has been properly prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the information given
in the Directors’ Report is consistent with the Group financial statements. The information given in the Directors’ Report includes that specific information presented
in the Chairman’s Statement and Business Review that is cross referred from the Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, we have not received all the information and explanations we require for our audit, or if information specified by law
regarding Directors’ remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the 2006 Combined Code specified
for our review by the Listing Rules of the Financial Services Authority and we report if it does not. We are not required to consider whether the Board'’s statements
on internal control cover all risks and controls, or form an opinion on the effectiveness of the Group’s corporate governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report as described in the contents section and consider whether it is consistent with the audited
Group financial statements. We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with
the Group financial statements. Our responsibilities do not extend to any further information outside the Annual Report.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes examination,
on a test basis, of evidence relevant to the amounts and disclosures in the Group financial statements and the part of the Directors’ Remuneration Report to be
audited. It also includes an assessment of the significant estimates and judgements made by the Directors in the preparation of the Group financial statements and of
whether the accounting policies are appropriate to the Group'’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the Group financial statements and the part of the Directors’ Remuneration Report to be audited are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the Group financial statements and the part of the Directors’ Remuneration Report to be audited.

OPINION
In our opinion:

2 the Group financial statements give a true and fair view, in accordance with IFRS as adopted by the European Union, of the state of the Group'’s affairs
as at 3| December 2008 and of its profit for the year then ended;

2 the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation;
7 the part of the Directors’ Remuneration Report described as having been audited has been properly prepared in accordance with the Companies Act 1985; and

2 the information given in the Directors’ Report is consistent with the Group financial statements.

DELOITTE LLP

CHARTERED ACCOUNTANTS AND REGISTERED AUDITORS
LEEDS

18 MARCH 2009
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FIVE YEAR FINANCIAL SUMMARY

IFRS
Continuing operations ™

2004 2005 2005 2006 2007 2008

£m £m £m £m £m £m

Revenue 1,398.2 1,639.3 [,571.4 1,859.8 2,455.2 3,053.6
Underlying® operating profit 77.0 102. | 99.1 121.4 159.4 169.8
Operating profit 76.4 92.8 89.8 [14.5 142.2 107.0
Finance income 5.0 8.6 8.6 74 10.6 11.9
Finance costs (11.2) (14.5) (14.5) (19.2) (28.5) (85.8)
Underlying* profit before tax 70.9 94.3 91.3 108.3 140. | 137.3
Profit before tax 70.2 86.8 83.8 102.7 124.3 33.1
Profit after tax 48.8 58.1 56.0 71.8 87.1 6.8
Underlying* earnings per share 40.3p 52.7p 50.9p 61.3p 74.8p 71.4p
Earnings per share 399 47.0p 45.2p 58.1p 66.3p 4.7p
Dividend per share 14.0p 16.8p 16.8p 20.5p 26.7p 8.3p

~ SIG sold its USA business on 20 November 2006. Figures stated are from continuing operations (i.e. excluding the USA business).

* Underlying figures are stated before the amortisation of acquired intangibles, impairment charges, gains and losses on derivative financial instruments and restructuring costs.

A more detailed five year summary can be found in the investor section of the Company’s website (www.sigplc.co.uk).
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COMPANY BALANCE SHEET

2008 2007
Note £m £m
Fixed assets
Investments 4 519.4 354.7
Tangible assets 5 0.1 0.1
519.5 354.8
Current assets
Debtors — due within one year 6 326.8 135.0
Debtors — due after more than one year 6 507.2 485.9
Cash at bank and in hand 1.5 2.2
835.5 623. 1
Creditors: amounts falling due within one year 7 (518.9) (228.9)
Net current assets 316.6 394.2
Total assets less current liabilities 836.1 749.0
Creditors: amounts falling due after one year 8 (455.9) (341.1)
Net assets 380.2 407.9
Capital and reserves
Called up share capital 10 13.6 13.5
Share premium account 10 167.5 166.5
Merger reserve 10 21.7 21.7
Capital redemption reserve 10 0.3 0.3
Special reserve 10 130.4 130.4
Share option reserve 10 2.6 2.7
Exchange reserve 10 (0.2) 0.2)
Profit and loss account 10 44.3 73.0
Shareholders’ funds (all equity) 380.2 407.9

The Accounts were approved by the Board of Directors on |8 March 2009 and signed on its behalf by:

i

CHRIS DAVIES GARETH DAVIES
DIRECTOR DIRECTOR

The accompanying Statement of Significant Accounting Policies and Notes to the Accounts are an integral part of this Company Balance Sheet.
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STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING
The separate Accounts of the Company are presented as required by the Companies Act 1985. They have been prepared under the historical cost convention
and in accordance with applicable United Kingdom Accounting Standards (‘UK GAAP”) and Law.

The principal accounting policies are summarised below. They have all been applied consistently throughout the year and the preceding year.
The Company has taken the exemption from FRS 29 “Financial Instruments: Disclosures” provided for a Parent Company’s single entity financial statements.

SHARE-BASED PAYMENT TRANSACTIONS
The accounting policy for share-based payments mirrors that of the Group as detailed on page 70.

DERIVATIVE FINANCIAL INSTRUMENTS
The accounting policy for derivative financial instruments mirrors that of the Group as detailed on page 71.

FINANCIAL ASSETS AND LIABILITIES
The accounting policy for financial assets and liabilities mirrors that of the Group as detailed on page 70.

INVESTMENTS
Fixed asset investments in subsidiaries are shown at cost less provision for impairment.

FOREIGN CURRENCY
Transactions denominated in foreign currencies are recorded in the local currency at actual exchange rates as of the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies at the year end are reported at the rates of exchange prevailing at the year end.

Any gain or loss arising from a change in exchange rates subsequent to the date of the transaction is included as an exchange gain or loss in the Profit and Loss Account.

SINNOJJY
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NOTES TO THE ACCOUNTS

I. PROFIT FOR THE YEAR
As permitted by Section 230 of the Companies Act 1985 the Company has elected not to present its own Profit and Loss Account for the year. SIG plc reported
a profit for the financial year ended 3| December 2008 of £4.3m (2007: £3.0m).

The Auditors’ remuneration for audit services to the Company was £0.Im (2007: £0.Im).

2. SHARE-BASED PAYMENTS

The Company had five share-based payment schemes in existence during the year ended 3| December 2008. The Company recognised a total charge of

£0.4m (2007: £0.6m) in the year relating to equity-settled share-based payment transactions issued after 7 November 2002. Share-based payment charges of
£0.6m (2007: £1.0m) were transferred to subsidiary undertakings of the Company. The total amount transferred to the share option reserve in the year amounted
to £1.0m (2007: £1.6m). Details of the valuations of each of the five share-based payment schemes can be found in Note 9 to the Group Accounts on pages 82 to 85.

3. STAFF COSTS
Particulars of employees (including Directors) are shown below:

2008 2007
£m £m
Employee costs during the year amounted to:
Wages and salaries 3.7 3.7
Social security costs 0.5 0.5
FRS 20 share option charge 0.4 0.6
Pension costs 0.3 0.5
4.9 5.3
The average monthly number of persons employed by the Company during the year was as follows:
2008 2007
Number Number
Administration 32 37
4. FIXED ASSET INVESTMENTS
Fixed asset investments comprise investments in subsidiary undertakings, as follows:
2008 2007
£m £m
Cost
Beginning of year 354.8 353.8
Additions 164.7 1.0
End of year 519.5 354.8
Provisions at the beginning and end of year (0.1) 0.1)
Net book value, beginning of year 354.7 353.7
Net book value, end of year 519.4 354.7

On 3 April 2008, the Company acquired 46,430 ‘B’ ordinary shares in LS Group Limited for a consideration of £1.1m. On 4 July 2008, the Company acquired
19,000 ‘B’ ordinary shares in LS Group Limited, for a consideration of £0.5m. At 31 December 2008, the Company owned 100% of the ‘B’ ordinary share capital
of LS Group Limited (2007: 87.5%).

On 31 July 2008, the Company made an additional capital contribution to WKT Polska Sp. z 0.0. of £0.Im. At 31 December 2008, the Company owned |% of the
ordinary share capital of WKT Polska Sp. z 0.0. (2007: 19). At 31 December 2008, the Company indirectly owned 100% of the share capital of WKT Polska Sp. z o.0.
(2007: 100%).

On |6 December 2008, the Company acquired a further 19,000,000 A ordinary shares of £1 each at par in the wholly-owned subsidiary company, LS Group Limited,
for a consideration of £19.0m.

On |6 December 2008, the Company acquired a further 900,000,000 shares of |0p each at par in the wholly-owned subsidiary company, SIG Trading Limited,
for a consideration of £90.0m.

On 16 December 2008, the Company acquired a further 9,000,000 ordinary shares of £1 each at par in the wholly-owned subsidiary company, Miller Pattison Limited,
for a consideration of £9.0m.

On 23 December 2008, the Company acquired a further 450,000,000 shares of |Op each at par in the wholly-owned subsidiary company, SIG Trading Limited, for a
consideration of £45m.

Details of the Company’s principal trading subsidiaries are shown on page 120.
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5. TANGIBLE FIXED ASSETS
The movement in the year was as follows:

Freehold
land and Plant and
buildings machinery Total
£m £m £m
Cost
Beginning of year 0.1 0.3 0.4
Additions — — —
End of year 0.1 0.3 0.4
Depreciation
Beginning of year 0.1 0.2 0.3
Charge for year - - -
End of year 0.1 0.2 0.3
Net book value, beginning of year — 0.1 0.1
Net book value, end of year - 0.1 0.1
6. DEBTORS
2008 2007
£m £m
Amounts owed by subsidiary undertakings 746.6 610.5
Corporation tax recoverable 8.6 6.8
Deferred tax assets (Note 9) 23 2.6
Derivative financial instruments 74.6 -
Prepayments and accrued income 1.9 1.0
834.0 620.9
Of the total amount owed to the Company by subsidiary undertakings, £507.2m (2007: £485.9m) is due after more than one year.
1. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2008 2007
£m £m
Bank loans 356.1 150.1
Private placement notes - 22.1
Amounts owed to subsidiary undertakings 86.3 .7
Derivative financial instruments 60.6 36.7
Accruals and deferred income 15.9 18.3
518.9 228.9

All the Company'’s bank loans and overdrafts are unsecured.
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NOTES TO THE ACCOUNTS CONTINUED

8. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2008 2007
£m £m
Private placement notes 328.6 251.8
Derivative financial instruments 70.9 355
Amounts owed to subsidiary undertakings 56.4 53.8
455.9 341.1

Details of the private placement notes are as follows:
2008 2008 2007 2007
Fixed Fixed
interest interest
rate* rate*
£m % £m %
Repayable in 2008 - - 22.1 7.1%
Repayable in 201 | 53.0 6.9% 39.7 7.3%
Repayable in 2013 93.0 5.1% 69.2 5.1%
Repayable in 2016 162.6 6.0% 122.9 6.0%
Repayable in 2018 20.0 5.8% 20.0 5.8%
328.6 5.9% 273.9 6.0%

* Before applying associated derivative financial instruments.

All Group derivative financial instruments disclosed in Note |8 on pages 93 to 95 have been entered into by the Company and therefore disclosures have not been

repeated within this note.

9. DEFERRED TAX

2008 2007
£m £m
Deferred tax assets 2.3 2.6
The deferred tax assets above comprise of short term timing differences.
The movement during the year in the deferred tax assets was as follows:
Beginning of year 2.6 3.1
Effect of rate change - 0.2)
Charge for the year (0.3) 0.3)
End of year 2.3 2.6

Given the current profitability of the Company, the Directors consider that recognition of the deferred tax assets above is appropriate.
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10. CAPITAL AND RESERVES

2008 2007

£m £m

Called up share capital 13.6 13.5
Share premium account 167.5 166.5
Merger reserve 21.7 21.7
Capital redemption reserve 0.3 0.3
Special reserve 130.4 130.4
Share option reserve 2.6 2.7

Exchange reserve 0.2) 0.2)
Profit and loss account 44.3 73.0
Total reserves 380.2 407.9

The movement in reserves during the year was as follows:
Called up Share Share

share premium option Retained

capital account reserve profits

£m £m £m £m

Beginning of year 13.5 166.5 2.7 73.0
Proceeds on allotments 0.1 1.0 - -
Credit to share option reserve - - 1.0 -
Exercise of share options - - (1.1 [
Fair value movement on cash flow hedges - - - 2.4
Profit for the period - - - 4.3

Dividends - — - (36.5)
End of year 13.6 167.5 2.6 44.3

There was no movement in the merger reserve, capital redemption reserve, special reserve and exchange reserve in the period.

Details of the Company’s share capital can be found in Note 24 of the Group Accounts on page 102.

Il. GUARANTEES AND OTHER FINANCIAL COMMITMENTS
A) GUARANTEES
The Company has cross guaranteed overdrafts of subsidiary undertakings amounting to £20.6m (2007: £14.m).

B) CONTINGENT LIABILITIES
As at the balance sheet date, the Company had outstanding obligations under standby letters of credit of up to £7.8m (2007: £7.5m). These standby letters of credit,
issued by The Royal Bank of Scotland plc, are in respect of the Group's insurance arrangements.

SINNOJJY

SIG plc Annual Report and Accounts 2008 117



INDEPENDENT AUDITORS’ REPORT

We have audited the Parent Company financial statements of SIG plc for the year ended 3| December 2008 which comprise the Company Balance Sheet
and the related notes | to | |. These Parent Company financial statements have been prepared under the accounting policies set out therein.

We have reported separately on the Group financial statements of SIG plc for the year ended 3| December 2008 and on the information in the Directors’
Remuneration Report that is described as having been audited.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit work has been undertaken
so that we might state to the Company’s members those matters we are required to state to them in an 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
The Directors’ responsibilities for preparing the Annual Report and the Parent Company financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Parent Company financial statements in accordance with relevant legal and regulatory requirements and International Standards on
Auditing (UK and Ireland).

We report to you our opinion as to whether the Parent Company financial statements give a true and fair view and whether the Parent Company financial statements
have been properly prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the Directors’ Report is consistent with
the Parent Company financial statements. The information given in the Directors’ Report includes that specific information presented in the Chairman’s Statement
and Business Review that is cross referred from the Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the information and explanations
we require for our audit, or if information specified by law regarding Directors’ remuneration and other transactions is not disclosed.

We read the other information contained in the Annual Report as described in the contents section and consider whether it is consistent with the audited
Parent Company financial statements. We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies
with the Parent Company financial statements. Our responsibilities do not extend to any further information outside the Annual Report.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Parent Company financial statements. It also includes an assessment

of the significant estimates and judgements made by the Directors in the preparation of the Parent Company financial statements and of whether the accounting
policies are appropriate to the Company's circumstances, consistently applied and adequately disclosed.

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

OPINION
In our opinion:

2 the Parent Company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state
of the Company's affairs as at 31 December 2008;

2 the Parent Company financial statements have been properly prepared in accordance with the Companies Act 1985; and

7 the information given in the Directors’ Report is consistent with the Parent Company financial statements.

DELOITTE LLP

CHARTERED ACCOUNTANTS AND REGISTERED AUDITORS
LEEDS

18 MARCH 2009
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PRINCIPAL ADDRESSES

SIG PLC
CORPORATE OFFICE
Signet House

|7 Europa View
Sheffield S9 | XH

REGISTERED OFFICE
Hillsborough Works
Langsett Road
Sheffield S6 2L\W

UNITED KINGDOM

SIG TRADING LIMITED,
TRADING AS:

SIG INSULATIONS
Hillsborough Works
Langsett Road

Sheffield S6 2LW

CPD DISTRIBUTION
Signet House

|7 Europa View
Sheffield S9 I XH

SIG ROOFING SUPPLIES
Harding Way

St. Ives

Cambridge PE27 3Y]

KOMFORT WORKSPACE
Whittle Way

Crawley

West Sussex RH10 9RT

LANDSDON
Arrow Valley
Claybrook Drive
Redditch B98 OFY

A STEADMAN & SON
Warnell

Welton

Carlisle

Cumbria CAS5 7HH

SPECIALIST CONSTRUCTION
PRODUCTS

5 Fernhurst Road

Fishponds Trading Estate
Bristol BS5 7FG

MILLER PATTISON LIMITED
Unit 6 Park Square
Thorncliffe Park

Chapeltown

Sheffield S35 2PH

LEADERFLUSH + SHAPLAND

LIMITED

Milnay Road

Langley Mill

Nottingham NG 16 4AZ

IRELAND

SIG BUILDING PRODUCTS
LIMITED

SIG House

Ballymount Retail Park
Ballymount

Dublin 24

Ireland

INSULATION DISTRIBUTORS

LIMITED

42 O'Casey Avenue
Parkwest Industrial Estate
Nangor Road

Dublin 12

Ireland

MAINLAND EUROPE

WEGO SYSTEMBAUSTOFFE GMBH
Maybachstrasse 4

D-63456 Hanau-Steinheim
Germany

MELLE DACHBAUSTOFFE GMBH
An der unteren Sose 36

37520 Osterode

Germany

OUEST ISOL SA/

LITT DIFFUSION SAS
Zone Industrielle B.R 15
27460 Alizay

France

LARIVIERE SAS
36 bis rue Deladge
BP 40446

49004 Angers
France

WKT POLSKA SP. Z 0.0.
ul. Wadowicka 8W/14
30-415 Krakow

Poland

WODAN SP. Z 0.0.
ul. Bartycka 26
00-716 Warszawa
Poland

SIG NEDERLAND B.V.
Bedrijfsweg 15

5061 JX Oisterwijk
The Netherlands

AIR TRADE CENTRE
INTERNATIONAL B.V.
Waterfront house
Schelde Rijnweg 52
4691 TB Tholan

The Netherlands

BEK BAUSTOFFE CZ S.R.O.

CZ - 669 02 Znojmo
Dobsicka 3520/39
Czech Republic

BEK BAUSTOFFE SLOVAKIA
S.R.0.

SK — 830 03 Bratislava
Odborarska 52

Slovakia

PANNON Il KERESKEDELMI ES
SZOLGALTATO KFT

2083 Solymar

Varhegy U. 4-6

Hungary
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PRINCIPAL TRADING SUBSIDIARIES

At 31 December 2008 the Company’s principal trading subsidiaries, all of which are wholly owned except where stated, were as follows:

Specialist
Insulation and Construction
Building Environments Exteriors Interiors Products

UNITED KINGDOM
SIG Trading Limited v
Miller Pattison Limited v
Leaderflush + Shapland Limited v

v v v

IRELAND
SIG Building Products Limited

Insulation Distributors Limited

AN

GERMANY
WeGo Systembaustoffe GmbH \/ \/
Melle Dachbaustoffe GmbH v

FRANCE
Société de 'Ouest des Produits Isolants SA \/ ‘/
LITT Diffusion SAS v

Lariviere SAS v

BENELUX

SIG Nederland B.V. v
SIG Melderste Plafonneerartikelen N.V.

Air Trade Centre Belgium N.V. v

AN

POLAND
WKT Polska Sp. z o.0.
Wodan Sp. z o.0.

AN
AN
<

CZECH REPUBLIC

BEK Baustoffe CZ s.r.o. \/ \/
SLOVAKIA
BEK Baustoffe Slovakia s.r.o. \/ \/
HUNGARY

Pannon I Kft \/ \/

All of the above companies are registered in the country referred to above, with the exception of SIG Trading Limited, Miller Pattison Limited and Leaderflush + Shapland Limited
that are registered in England and Wales.

SIG European Investments Limited and SIG European Holdings Limited together hold the beneficial ownership of SIG Building Products Limited, WeGo Systembaustoffe GmbH,
Melle Dachbaustoffe GmbH, Société de I'Ouest des Produits Isolants SA, LITT Diffusion SAS, Lariviere SAS, SIG Nederland B.V,, SIG Melderste Plafonneerartikelen N.V,,
Air Trade Centre Belgium N.V,, WKT Polska Sp. z 0.0., Wodan Sp. z 0.0., BEK Baustoffe CZ s.r.o., BEK Baustoffe Slovakia s.r.o and Pannon Il Kft.

The Group owns 80% of the ordinary share capital of Insulation Distributors Limited, via SIG Trading Limited. The Group also owns 95% of Air Trade Centre
International B.V,, that itself owns 100% of Air Trade Centre Belgium N.V.
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CORPORATE OFFICE

Sheffield S9 I XH

+44 (0) 114 285 6300
+44(0) 114 285 6349
e-mail: info@sigplc.co.uk
www.sigplc.co.uk

REGISTERED OFFICE
Hillsborough Works
Langsett Road
Sheffield S6 2LW

© Mixed Sources
Product group from well-managed
forests, controlled sources and
recycled wood or fibre

FSC www.fsc.org Cert no. SGS-COC-005502
© 1996 Forest Stewardship Council

SIG’s commitment to environmental issues is reflected in this Annual Report
which has been printed on Satimatt Green and Revive 50, both recycled paper
stocks comprising 50% recycled fibre and 50% virgin fibre. This document was
printed by CPG using vegetable-based inks and water-soluble lacquers and all
production processes used make the minimum demand on the environment
and produce the minimum amount of waste. Both the printer and the paper mill
are registered to ISO 14001 and FSC approved.
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