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PETROFER U.K. PLC

DIRECTORS' REPORT

31st December 1997

The directors present their report and the audited financial statements for the
year ended 31st December 1997.

Principal activity
The principal activity of the company is the distribution of industrial oils
and chemicals.

Business review
The company's balance sheet as detailed on page 6 shows a deficiency of
shareholders' funds amounting to £98,710.

The parent company has confirmed it's continued support for the development
of the U.K. market.

Results and dividends
The results for the year are shown in the profit and loss account on page 5.
The directors do not propose payment of an ordinary dividend.

Fixed assets

In the opinion of the directors there is no significant diffeerence between the
present market value of the company's properties and the amounts at which they
are stated in the accounts. Details are set out in note 8.

Directors
The directors of the company during the year and their interests in the shares
of the company as recorded in the register of directors' interests were as
follows
31st December 1997 1st January 1997
Ordinary Ordinary
shares shares

K. Abbott 1 1
C.H.M. Fischer - -

Policy and practice on payment of creditors

It is the company's policy to pay trade creditors within the trade terms
stipulated by the creditor. Payments for group balances are made on a
variable basis.

Future developments
The directors expect that the level of profitability will continue to improve
as the company increases it's turnover.

Auditors
Tranter Lowe have agreed to offer themselves for re-appointment
as auditors of the company.

On behalf of the board

Tl

T. Abbott
Secretary
Unit D1
Hortonpark Indusrial Estate
Hortonwood 7
Telford. Shropshire. TF1 4GX

Date: \1 MAY 1998
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PETROFER U.K. PLC

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing
those financial statements, the directors are required to

- select suitable accounting policies and apply them consistently;
- make judgements and estimates that are reasonable and prudent;

~ prepare the financial statements on the going concern basis unless it
is inappropriate to presume that the company will continue in business.

The directors are responsible for keeping proper accounting records which
disclose with reasonable accuracy at any time the financial position of

the company and to enable them to ensure that the financial statements comply
with the Companies Act 1985. They are also responsible for safeguarding the
assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

On behalf of the bhoard

Ve

K. Abbott
Director
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PETROFER U.K. PLC

AUDITORS' REPORT

Auditors' report to the members of
Petrofer 1U.K. Plc.

We have audited the financial statements on pages 5 to 16 which have been
prepared under the historical cost convention and the accounting policies set
out on page 8.

Respective responsibilities of directors and auditors

As described on page 3, the company's directors are responsible for the
preparation of financial statements. It is our responsibility to form an
independent opinion, based on our audit, on those statements and to report our
ocpinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the 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 financial statements
are free from material misstatement, whether caused by fraud or error or other
irregularity. In forming our opinion we also evaluated the overall adequacy of
the presentation of information in the financial statements.

Opinion ‘

In our opinion the financial statements give a true and fair view of the state
of the company's affairs as at 31lst December 1997 and of its profit for the
year then ended and have been properly prepared in accordance with the Companies
Act 1985,

m .L-_--’W
w190, —

Tranter Lowe
Registered Auditors
Date: Chartered Accountants
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PETROFER U.K. PLC

PROFIT AND LOSS ACCOUNT

for the year ended 31st December 1997

1997
Note £

Turnover 2 1,191,311
Cost of sales (748,300)
Gross profit 443,011
Net operating expenses
Distribution costs (96,984)
Administrative expenses (188,838)
Other operating income 600
Operating profit/{loss) 3 157,789
Investment income 5 1,558
Interest payable 6 (9,513)
Profit/(loss) on ordinary activities
before taxation 149,834
Taxation 7 -
Profit/{(loss) on ordinary activities
after taxation 149,834
retained for the year 15

Movements in reserves are shown in note 15.

None of the company's activities were acquired or discontinued during the above
two financial years.

There are no recognised gains and losses in 1997 or 1996 other than the
profit/(loss) for the year.




PETROFER U.K. PLC

BALANCE SHEET

at 31st Decemher 1997

Note
Fixed assets
Tangible assets 8
Current assets
Stocks 9
Debtors 10
Cash at bank and in hand
Creditors: amcunts falling due
within one year 11

Net current liabilities
Total assets less current liabilities

Capital and reserves

Called up share capital 13
Profit and loss account 15
Total shareholders' funds 14

111,803
271,226
59,199

442,228
(579,156)

(136,928)

page ©

1997

38,218

(98,710)

50,000
(148,710)

(98,710)

The financ%al statements on pages 5 to 16 were approved by the board of directors
on AT MAY 199y signed on its behalf by:

K. Abbott C .2. Figcher
Director Director




PETROFER U.K. PLC

CASH FLOW STATEMENT

for the year ended 3lst December 1997

Note

Net cash inflow
from operating activities 20

Returns on investments and servicing
of finance

Interest received

Interest paid

Capital expenditure

and financial investment
Purchase of tangible fixed assets
Sale of tangible fixed assets

Increase in cash

1997
£ £
21,109
1,558
(9,513)
(7,955)
(2,734)
(2,734)
10,420

page 7




page 8
PETROFER U.K. PLC

NOTES ON FINANCIAL STATEMENTS
31st December 1997
1 Accounting policies
Basis of accounting

The financial statements have been prepared in accordance with applicable
accounting standards and under the historical cost accounting rules.

Turnover

Turnover represents the amount derived from the provision of goods and
services falling within the company's activities after deduction of trade
discounts and value added tax.

Depreciation

Depreciation of fixed assets is calculated to write off their cost or

valuation less any residual value over their estimated useful lives
as follows:

Premises alterations 15% reducing balance

Computer equipment 25% straight line

Laboratory equipment 15% reducing balance

Office equipment 15% reducing balance
Stocks

Stocks are valued at the lower of cost and net realisable value. Cost is
computed on a first in first out basis. Net realisable value is based on
estimated selling price less the estimated cost of disposal.

Deferred taxation

Deferred taxation is provided on the liability method in respect of the
taxation effect of all timing differences to the extent that tax liabilities
are likely to crystallise in the foreseeable future.

Foreign currencies

Transactions expressed in foreign currencies are translated into sterling
and recorded at rates of exchange approximating to those ruling at the
date of the transaction. Monetary assets and liabilities are translated at
rates ruling at the balance sheet date. All differences are taken to the
profit and loss account.

Pension costs

The company does not operate-a pension scheme but makes payments to
individual schemes held by the employees. The pension cost represents
the payments made to these schemes.

Operating leases

Rentals payable under operating leases are charged on a straight-line
basis over the term of the lease.
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PETROFER U.K. PLC

NOTES ON FINANCIAL STATEMENTS

31st December 1997
2 Turnover

The turnover for the year was derived from the company's principal activity.

The analysis of turnover by geographical area is as follows:

1997
£
Geographically
United Kingdom 1,180,287
Other E.E.C. countries 11,024
1,191,311
3 Operating profit/(loss)
1997
£
Operating profit/{loss) is stated after crediting
Rental income 600
Profit on foreign exchange 90,047
and after charging
Staff costs (note 4) 233,600
Auditors' remuneration 2,000
Auditors' remuneration - non-audit work 500
Operating lease rentals
- Plant & machinery 22,274
- Other 40,847
Loss on sale of assets -
Depreciation of tangible fixed assets
(note 8)
owned assets 10,835




PETROFER U.K. PLC

NOTES ON FINANCIAL STATEMENTS

31st December 1997

4 Directors and employees

Staff costs including directors' emoluments

Wages and salaries
Social gecurity costs
Pension costs

Average monthly number employed
including executive directors:
Production staff

Qffice and management
Administration staff

Directors

Emoluments
Company contributions to personal
pension schemes

5 Investment income

Interest receivable

6 Interest payable

Interest payable to parent undertaking
Interest payable to related undertaking

1997
£

195,558
19,962
18,080

233,600

Number

1997
£

9,513

9,513

page 10




7 Taxation

The company has no liability for taxation.

PETROFER U.K. PLC

NOTES ON FINANCIAL STATEMENTS

31st December 1997

page 11

Subject to Inland Revenue approval, there are tax losses to be carried

forward of £388,001.

8 Tangible fixed assets

Cost

1st January 1997
Additions

31st December 1997
Depreciation

1st January 1997
Charge for year

31st December 1997
Net book amount

31st December 1997

1st January 1997

Premises

Laboratory Office Computer
Equipment Equipment Alterations Eguipment Total
£ £ £ £ £
24,957 16,578 25,665 16,417 83,617
511 1,463 - 760 2,734
25,468 18,041 25,665 17,177 86,351
9,600 6,058 9,903 11,737 37,298
2,380 1,797 2,364 h,294 10,835
11,980 7,855 12,267 16,031 48,133
13,488 10,186 13,398 1,146 38,218
15,357 10,520 15,762 4,680 46,319

There are no capital commitments at the year end (1996 - £Nil)

9 Stocks

Finighed goods

1997
£

111,803

111,803
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PETROFER U.K. PLC
NOTES ON FINANCIAL STATEMENTS
31st December 1997

Debtors

1997
£
Amounts falling due within one year
Trade debtors 262,510
Prepayments and accrued income 8,716
271,226
Creditors: amounts falling due
within one year
1997
£
Bank overdrafts -
Trade creditors 31,392
Amounts owed to group undertakings 442,868
Amounts owed to participating interests -
Other taxation and social security 46,636
Accruals and deferred income 58,260

579,156

Deferred taxation

1997
Potential Provision
liability made
£ £
Corporation tax deferred by
capital allowances in excess 5,190 5.190
Losses carried forward {5,190) (5,190)%

page 12

The potential liability and provision are based on a corporation tax rate

of 21% (1996 24%).
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PETROFER U.K. PLC

NOTES ON FINANCIAL STATEMENTS

31st December 1997

Called up share capital

page 13

1997
Number of
shares £

Authorised

Authorised share capital 500,000 500, 000
Allotted called up

and fully paid
Authorised share capital 50,000 50,000

Reconciliation of movements in shareholders' funds

Profit/(loss) for the financial year
representing a

Net addition to/(subtraction from)
shareholders' funds

Opening shareholders' funds

Closing shareholders’ funds

Profit and loss account

1st January 1997
Retained profit for the year

31st December 1897

1997
£

149,834

(248,544)
(98,710)

1997
£

(298,544)
149,834

(148,710)
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PETROFER U.K. PLC ‘

NOTES ON FINANCIAL STATEMENTS
3ist December 1997
Guarantees and other financial commitments

Financial commitments under non-cancellable operating leases will result
in the following payments falling due in the year to 31st December 1998

1997 1997
Land and Plant &
Buildings Other
£ £

Expiring
Within one year - 2,895
Within two to five years 40,000 14,445
40,000 17,340

Ultimate parent undertaking

The parent undertaking is Petrofer GmbH, a company registered in Germany.
Petrofer GmbH is ultimately controlled by € Fischer.

Net liabilities

At 31st December 1997 the company has net liabilities of £98,710.
Petrofer Chemie H R Fischer GmbH & Co KG and Petrofer GmbH have confirmed
their intention to continue to support Petrofer UK Plc to enable it to

continue trading at it's normal operating level.

The directors have therefore drawn up these financial statements using the
going concern concept.
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PETROFER U.K. PLC

NOTES ON FINANCIAL STATEMENTS

31st December 1997

19 Related parties

20

During the year the company made sales and purchases to its immediate parent,
Petrofer GmbH. It also recharged expenses to Petrofer Chemie H R Fischer GmbH,
a related company by virtue of the fact that C Fischer, a director, owns 80% of
the issued share capital of both Petrofer Chemie H R Fischer GmbH & Co KG and
Petrofer GmbH. C Fischer therefore has a material interest in transactions
between these companies.

The value of trading transactions undertaken in the normal course of business
was as follows:

1997
£
Sales to Petrofer Chemie -
Sales to parent undertaking -
Purchases from Petrofer Chemie -
Purchases from parent undertaking 676,841

The company also recharges advertising expenditure to the related undertaking.
The value of these recharges was £6,354 (1996 - £3,000).

The amounts owed to the parent and related undertaking are shown in note 11.

Notes to the cash flow statement

Reconciliation of operating profit/(loss)

to operating cash flows

1997

£

Operating profit/{loss) 157,789
Depreciation charges 10,835
Loss on sale of fixed assets -
(Increase)/decrease in stocks (47,013)
Increase in debtors (56,753)
(Decrease)/increase in creditors (43,749)

Net cash inflow
from operating activities 21,109




PETROFER U.K. PLC
NOTES ON FINANCIAL STATEMENTS
31st December 1997
20 Notes to the cash flow statement {(continued)

Analysis of changes in net debt

page 16

At start Cash At end
of year flows of year
£ £ £
Cash in hand, at bank 50,827 8,372 59,199
Overdrafts (2,048) 2,048 -
10,420
10,420 59,199

Total 48,779

Reconciliation of net cash flow to movement in net debt

1997

£
Increase in cash in the year | 10,420
Change in net debt resulting from cash flows 10,420
Net debt at lst January 1997 h8,779

Net debt at 31st December 1997 59,199
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PETROFER U.K. PLC

TRADING AND PROFIT AND LOSS ACCOUNT

for the year ended 31st December 1997

1997
£ £
Turnover
Sales 1,191,311
Cost of sales
Opening stock 64,790
Purchases 691,865
Carriage 103,448
Closing stock (111,803)
| 748,300
Gross profit 4h3 011
Other operating income
Rental income 600
443,611
Distribution costs : 96,984
Administrative expenses 188,838
Interest payable 9,513
295,335
Net trading profit/(loss) for the year 148,276
Other income
Bank deposit interest 1,558
Net profit/{loss) for the year 149,834




PETROFER U.K. PLC

SCHEDULE TO THE TRADING AND PROFIT AND LOSS ACCOUNT

for the year ended 31ist December 1997

Distribution costs

Staff costs
Staff social security costs
Staff pension contributions
Travelling
Other costs

Administrative expenses

Staff costs

Staff social security costs
Staff pension contributions
Travelling

Other costs

Directors' emoluments

Directors' social security costs
Directors' pension contributions
Premiges costs

Bad debts

Depreciation premises alterations
Depreciation computer equipment
Depreciation laboratory equipment
Depreciation office equipment
Loss on sale of assets

Insurances

Bank charges

Royalties paid

Legal and professional fees
Auditors' remuneraticn

Auditors' remuneration - non-audit work
(Profit) on foreign exchange

Interest payable

Interest payable to parent undertaking
Interest payable to related undertaking

1997
£

62,758
6,909
2,512

21,079
3,726

96,984

65,418
5,592
2,318

13,863

21,350

67,382
7,461

13,250

51,810

2,364
4,294
2,380
1,797

10,723
1,601
3,192
1,590
2,000

500

(90,047)

188,838

9,513

9,513

Appendix 2




