PUBLIC OFFERING

ERIKS GROUP N.V.

(incorporated under Netherlands law with limited liability, with its corporate seat in Alkmaar)

Offering of ordinary shares with a nominal value of € 0.50 per share for an aggregate amount of
up to € 110,000,000

Eriks Group N.V. (the “Company”) is offering new ordinary shares with a nominal value of € 0.50 per share for an aggregate amount
of up to € 110,000,000 (the “Firm Shares”) in the offering (the “Offering”). The Offering consists of a public offering in the Netherlands
and an offering internationally to certain institutional investors outside the United States. The statutory pre-emption rights
(voorkeursrechten) in relation to the Firm Shares and, if the Over-Allotment Option (as defined below) will be exercised, any Over-
Allotment Shares (as defined below), have been excluded for the Offering.

The Company is conducting the Offering in connection with the acquisition of all the issued and outstanding shares in WYKO Holding
Ltd’s capital (the “Acquisition”) from Royal Bank Investments Limited and certain other parties (see “THE ACQUISITION”) which was
completed on 17 November 2006.

The Company has granted the Stabilisation Agent on behalf of the Underwriters (as defined below) an option (the “Over-Allotment
Option”), exercisable within 30 calendar days after the Pricing Date (as defined below), pursuant to which the Stabilisation Agent, on
behalf of the Underwriters, may require the Company to issue at the Offer Price (as defined below) additional new Ordinary Shares (as
defined below), up to 15% of the total number of Firm Shares offered by the Company pursuant to the Offering (the “Over-Allotment
Shares” and together with the Firm Shares, the “Offer Shares”), to cover over-allotments, if any, in connection with the Offering.

Subiject to acceleration or extension of the timetable for the Offering and barring unforeseen circumstances, admission to listing of the
Firm Shares, and any Over-Allotment Shares which may be part of the Over-Allotment Option if this has been exercised prior to the
Settlement Date (as defined below), on Euronext Amsterdam N.V.’s Eurolist by Euronext (“Eurolist by Euronext”) under the existing
symbol “ERIKG”, ISIN Code NL 0000350387 and trading in these shares on Euronext Amsterdam N.V. (“Euronext Amsterdam”) is
expected to occur on or about 26 January 2007 (the “Listing Date”).

The ordinary shares with a nominal value of € 0.50 per share in the Company’s share capital (the “Ordinary Shares”) which are
currently outstanding are listed and traded on Eurolist by Euronext. On 12 January 2007, the closing price of the Ordinary Shares on
Eurolist by Euronext was € 51.45 per Ordinary Share.

Investing in the Firm Shares involves risks.

See “RISK FACTORS” beginning on page 14 to read about factors that should be carefully considered before investing
in the Firm Shares.

The Firm Shares are being offered only in those jurisdictions in which, and only to those persons to whom, offers and sales of the Firm
Shares may lawfully be made. The Firm Shares and any Over-Allotment Shares have not been and will not be registered under the US
Securities Act of 1933, as amended (the “Securities Act”), or with any securities regulatory authority of any state or other jurisdiction
in the United States. Accordingly, the Firm Shares being offered outside the United States are being distributed in accordance with the
exemption from registration available under Regulation S under the Securities Act (“Regulation S”).

For a description of restrictions on offers, sales and transfers of the Firm Shares and the distribution of this Prospectus in other
jurisdictions, see “SELLING AND TRANSFER RESTRICTIONS”.

Subject to acceleration or extension of the timetable for the Offering, prospective investors may subscribe for the Firm Shares between
15 January 2007 9:00 hours Amsterdam time until 23 January 2007 13:00 hours Amsterdam time (the “Subscription Period”).

The Offer Price will be determined based on the quoted share price as well as the demand in the Offering. The Offer Price and the
exact number of Firm Shares offered in the Offering will be determined after the end of the Subscription Period and announced on
24 January 2007 (the “Pricing Date”). The Offer Price and the exact number of Firm Shares offered in the Offering will be set out in a
pricing statement which will be deposited with the Netherlands Authority for the Financial Markets (Stichting Autoriteit Financiéle
Markten; “AFM”). The Offer Price and the exact number of Firm Shares offered in the Offering will also be announced in a press release
and an advertisement in the Daily Official List (Officiéle Prijscourant) of Euronext Amsterdam N.V. (the “Daily Official List”).

The timetable for the Offering may be accelerated or extended. Any such acceleration will be announced in a press release at least
three hours before the proposed expiration of the accelerated Subscription Period. Any extension of the timetable for the Offering will
be announced in a press release at least three hours before the expiration of the accelerated Subscription Period or original
Subscription Period, as the case may be, provided that any extension will be for a minimum of one full business day.

Subject to acceleration or extension of the timetable for the Offering, the closing of the Offering is expected to occur on or about
26 January 2007 (the “Settlement Date”). If closing of the Offering does not take place on the Settlement Date or at all (see
“SUBSCRIPTION AND SALE - Termination Underwriting Agreement”), the Offering will be withdrawn, all subscriptions for the Firm
Shares will be disregarded, any allotments made will be deemed not to have been made and any subscription payments made will be
returned without interest or other compensation. All dealings in the Firm Shares, and in the Over-Allotment Shares which may be part
of the Over-Allotment Option if this has been exercised prior to the Settlement Date, prior to settlement and delivery are at the sole
risk of the parties concerned.

Delivery of the Firm Shares, and the Over-Allotment Shares which may be part of the Over-Allotment Option if this has been exercised
prior to the Settlement Date, is expected to take place on or about the Settlement Date through the book-entry facilities of Nederlands
Centraal Instituut voor Giraal Effectenverkeer B.V. (“Euroclear Nederland”), in accordance with its normal settlement procedures
applicable to equity securities and against payment for such Offer Shares in immediately available funds.

This document (the “Prospectus”) constitutes a prospectus for the purposes of Article 3 of the Directive 2003/71/EC (“Prospectus
Directive”) and has been prepared in accordance with Article 5:2 of the Financial Markets Supervision Act (Wet op het financieel
toezicht; the “FMSA”) and the rules thereunder. This Prospectus has been approved by and filed with the AFM.

Global Coordinator and Bookrunner

Rabo Securities
Co-Lead Managers
Fortis SNS Securities

Publication Date: 15 January 2007
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SUMMARY

This section constitutes the summary (the “Summary”) of the essential characteristics of and risks
associated with, the Company, ERIKS (as defined below), the Ordinary Shares, and the Offering. This
Summary should be read as an introduction to this Prospectus and any decision to invest in any Firm
Shares should be based on a consideration of this Prospectus as a whole. Civil liability will attach to
the Company in any state party to the European Economic Area (an “EEA State”) in respect of this
Summary, including any translation hereof, only if this Summary is misleading, inaccurate or
inconsistent when read together with the other parts of this Prospectus. Where a claim relating to
information contained in this Prospectus is brought before a court in an EEA State under the national
legislation of the EEA State where the claim is brought, the plaintiff may, under the national legislation
of the state where the claim is brought, have to bear the costs of translating the Prospectus before the
legal proceedings are initiated.

The Company

The Company is the Dutch holding company of a group of technical distribution companies. ERIKS
procures, stores, processes, sells and distributes a wide range of high-quality mechanical engineering
parts and provides a highly developed range of technical and logistics services. The Company aims to
be an innovative, reliable and flexible partner to its customers and a reliable and cooperative partner
with sufficient market share and volume to its manufacturers.

In 2006, ERIKS supplied more than 90,000 industrial customers (business-to-business), marketed a
range of more than 600,000 articles, purchased worldwide from over 1,000 qualified
suppliers/manufacturers and sent out more than 2 million shipments. Currently, ERIKS consists of
more than 50 operating companies and has a presence in 13 countries. ERIKS’ activities are divided
into eight clusters, which each serve a specific geographical market area. The average number of full
time equivalents (“FTEs”) employed by ERIKS in 2005 (i.e. excluding WYKO) (as defined below) is
2,081.

Core activities and product groups

ERIKS’ current range of mechanical engineering parts and associated services is divided into six core
activities and their associated product groups:

- sealing technology

- power transmissions

- flow technology

- industrial plastics

- tools and maintenance products
- technical and logistics services

Strategy

The Company believes it has the following competitive strengths:

- a large customer base and presence in important industrial segments
- broad and in-depth range of products/services

- innovative strength

- know-how-driven technical and logistics services

- ability to offer manufacturers volume and market share

- modern infrastructure (accommodation and ICT)

- entrepreneurship and highly trained employees

- financial health

Building on these competitive strengths, the Company strives to achieve the following objectives:

- to build a leading market position in Western and Central Europe

- to achieve a strong market share (top 3) for all core activities in its range, in all regions where
ERIKS has its own branch operations

- to offer an extensive range of high-quality mechanical engineering parts

- to possess and offer a high level of know-how so as to be an innovative supplier



- to have a balanced distribution of sales across the main customer types (buying profiles) of
Maintenance Repair Overhaul (“MRO”) and Original Equipment Manufacturers (“OEM”) in order

to control its risk profile

- to expand existing activities in the United States
- to maintain activities in South East Asia autonomously

ERIKS’ strategy rests on the following pillars:

- autonomous growth

- growth through expansion

- employees

- efficient operational management
- realising synergy

Summary of the Offering
Issuer

Offer Shares

Ordinary Shares outstanding

Offering

Over-Allotment Option

Pricing

Allotment

Listing Date

Listing and trading

Eriks Group N.V,, a limited liability company under the
laws of the Netherlands, with its corporate seat in
Alkmaar, the Netherlands

The Company is offering Firm Shares for an aggregate
amount of up to € 110,000,000 and any Over-Allotment
Shares, as described below.

At the Publication Date, the Company has 8,030,776
Ordinary Shares outstanding.

The Offering consists of a public offering of the Firm
Shares in the Netherlands and an international offering to
certain institutional investors outside the United States.

The Company has granted the Stabilisation Agent on
behalf of the Underwriters an option, exercisable within
30 calendar days after the Pricing Date, pursuant to
which the Stabilisation Agent, on behalf of the
Underwriters, may require the Company to issue at the
Offer Price the Over-Allotment Shares, to cover over-
allotments, if any, in connection with the Offering.

The Offer Price will be determined on the Pricing Date
after taking into account the conditions and factors
described elsewhere in this Prospectus and will be set
out in a pricing statement which will be deposited with
the AFM. The Offer Price will also be announced in a
press release and in an advertisement in the Daily Official
List.

The allotment will occur following pricing, and is
expected to take place on the first business day after the
end of the Subscription Period. In the event that the
Offering is over-subscribed, an investor may receive a
smaller number of Firm Shares than the investor applied
to subscribe for. Full discretion is retained as to how to
allocate the Firm Shares applied for.

Subject to acceleration or extension of the timetable for
the Offering, expected to be on or about 26 January
2007.

Application has been made to list the Firm Shares on
Eurolist by Euronext under the existing symbol “ERIKG”.
Listing on Eurolist by Euronext and trading on Euronext
Amsterdam of the Firm Shares are expected to occur on
or about the Listing Date. If closing of the Offering does
not take place on the Settlement Date or at all, the
Offering will be withdrawn, all subscriptions for the Firm
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Settlement Date

Use of proceeds

Lock-up arrangements

Dividends

Voting rights and ranking

Shares will be disregarded, any allotments made will be
deemed not to have been made, and any subscription
payments made will be returned without interest or other
compensation. All dealings in the Firm Shares, and in any
Over-Allotment Shares issued prior to the Settlement
Date, prior to settlement and delivery are at the sole risk
of the parties concerned.

Subject to acceleration or extension of the timetable for
the Offering, closing of the Offering is expected to take
place on or about 26 January 2007.

The Company will use the aggregate net proceeds from
the Offering of the Firm Shares to repay part of the
amount outstanding under the Bridge Loan (as defined
below), as part of the refinancing of the Company's
capital structure. The Company envisages repaying the
remainder of the Bridge Loan with funds drawn down
under the New Loan (as defined below).

If the Over-Allotment Option is exercised, the net
proceeds from the issue of the Over-Allotment Shares will
be received by the Company and will be used for the
same purpose as the proceeds from the issue of the Firm
Shares.

The Company has agreed with the Underwriters not to,
among other things, issue, offer, pledge, sell, contract to
sell, grant any option to purchase or otherwise dispose
of, any Ordinary Shares (or any securities convertible into
or exchangeable for Ordinary Shares or which carry rights
to subscribe or purchase Ordinary Shares) or enter into a
transaction (including a derivative transaction) having a
similar effect or publicly announce any intention to do any
of such things, during the period commencing on the
date of the underwriting agreement among the Company
and the Underwriters (the “Underwriting Agreement”),
and ending 180 days after the Settlement Date, without
the prior written consent of the Global Coordinator, in
accordance with the Underwriting Agreement.

Taking into account the Company’s growth targets and
the financial resources necessary to achieve these, the
Company aims to continue to pursue a stable dividend
policy. In general, the Company aims to reserve
approximately 50% of the results available to holders of
Ordinary Shares and to pay the remaining 50% as
dividends. The shareholders will have the choice to
receive dividends in the form of Ordinary Shares and/or
cash.

The holders of Firm Shares, and any Over-Allotment
Shares if (part of) the Over-Allotment Option will be
exercised, will be entitled to dividends paid to holders of
Ordinary Shares over the financial year 2006.

Holders of Ordinary Shares are entitled to one vote per
Ordinary Share at a general meeting of shareholders of
the Company (the “General Meeting”).

The rights of holders of Firm Shares will rank pari passu
with each other and with the rights of the holders of all
other Ordinary Shares with respect to voting rights and
distributions.



Payment, delivery, clearing and Payment for and delivery of the Firm Shares, and any
settlement Over-Allotment Shares which may be part of the Over-

Allotment Option if this has been exercised prior to the
Settlement Date, is expected to take place on the
Settlement Date.

Payment and delivery will take place through the book-
entry facilities of Euroclear Nederland, in accordance with
its normal settlement procedures applicable to equity
securities and against payment in immediately available
funds.

Share trading information ISIN: NLOO00350387

Common Code: 011835619
Amsterdam Security Code Number: 35038
Eurolist by Euronext Symbol: “ERIKG”.

Global Coordinator and Bookrunner Rabo Securities
Co-Lead Managers Fortis and SNS Securities
Listing and Paying Agent Rabo Securities
Stabilisation Agent Rabo Securities

Summary of essential risks

The following is a summary of the essential, but not all of, the risks associated with ERIKS, the Offering
and the Ordinary Shares. A more detailed discussion can be found elsewhere in this Prospectus.

Risks associated with ERIKS

ERIKS is sensitive to economic conditions and the development of industrial output

A significant portion of ERIKS’ business is concentrated in the Netherlands, the United Kingdom,
Belgium and Germany

ERIKS faces substantial competitive pressures

ERIKS could fail to effectively identify or execute strategic acquisitions, joint ventures,
partnerships, investments or divestments

If strategic acquisitions, joint ventures, partnerships, investments or divestments are pursued,
ERIKS could fail to successfully implement and exploit them or realise anticipated benefits in a
timely manner

ERIKS generally depends on verbal agreements with manufacturers and with its customers
ERIKS is exposed to the risk of these manufacturers not being able to meet ERIKS’ requirements
on a cost effective and timely basis and to the risk of these customers not willing to purchase
ERIKS’ products and services on a regular basis in the future

ERIKS is exposed to the risk of a loss of members of ERIKS’ management team or qualified
employees

ERIKS is exposed to the risk of ineffective systems and processes, and interruption, failure or
breach thereof

ERIKS relies on information technology systems which are not integrated across all its different
operating group companies

ERIKS is subject to risks resulting from defects in its products as well as warranty claims and
other liabilities

ERIKS’ insurance coverage could prove to be insufficient

The planned reorganisations with respect to the cluster ERIKS France may not result in the
expected improvements

ERIKS is exposed to liquidity risk, it may fail to obtain additional financing, if required, and to
comply with financial covenants

Risks relating to the Acquisition

ERIKS could fail to successfully implement and exploit the Acquisition or realise anticipated
benefits in a timely manner
ERIKS is exposed to the risk of losing manufacturers or customers as a result of the Acquisition



Risks associated with the Offering and the Ordinary Shares

- The price of Ordinary Shares is subject to volatility and an investor may be unable to sell Ordinary
Shares at or above the price paid for them

- Future sales, or the possibility of future sales, of a substantial number of Ordinary Shares could
depress the price of Ordinary Shares

—  The Company may not be able to pay dividends in the future

- Dutch law and the Articles of Association contain anti-takeover provisions that may prevent or
discourage takeover attempts that may be favourable to certain shareholders

Summary of financial and operating information

The following summary of financial and operating information should be read in conjunction with the
Company’s consolidated financial statements and notes thereto appearing elsewhere in this
Prospectus.

Consolidated balance sheet

(€ in millions, except percentages) Nine months ended 30 September
(unaudited)

Consolidated balance sheet 2006 2005
IFRS IFRS

ASSETS

Fixed assets

Intangible fixed assets......c.ccccoeeiiiiiieneinee. 38.2 37.9

Tangible fixed assets .......ccccocveeeiiiiieen e 44.0 49.4

Other fixed assets........cccoeeevieiiiiiieneen, 3.1 4.1

Total fixed assetS.....cccceeeeeeeeeeiiiiiiiiiiieeeeeee, 85.3 91.4

Current assets

INVENTONIES .vueieeeeeeee e, 65.8 62.6

Accounts receivable trade........ccccccoeeveerennnnnn.. 87.7 771

Other receivables.............cooovvevvrivirvieiiiccennn. 4.3 3.9

LiQuid reSOUICES .......uvirireeieeiieeeicireeeeeeeee e 20.8 10.1

Total current assets .......cccceeevieeeevicee e, 178.6 153.7

TOTAL ASSETS ..., 263.9 2451

STOCKHOLDERS’ EQUITY AND

LIABILITIES

EQUITY e 141.2 120.1

Minority interest ... 0.5 0.4

Total stockholders’ equity........cccccumeeeeeeeneennn. 141.7 120.5

Long-term liabilities

LOANS .. 24.0 28.8

Derivative financial instruments...................... 0.3 2.7

Provisions (including deferred tax liability) ..... 13.3 13.2

Total long-term liabilities...........ccccovveeeeneennnnn. 37.6 44.7

Short-term liabilities

Bank overdrafts .......ccccceeeeiiiiiiiieeeeeeeeeeeeeeeena, 13.0 14.6

Other interest bearing liabilities...................... 3.1 4.9

Accounts payable trade............ccceeveveveeeeeennnns 37.8 30.8

Other short-term liabilities ..........ccoeveecennvnnnenn. 30.7 29.6

Total short-term liabilities ...........ccccvveveeeeeeenees 84.6 79.9

TOTAL STOCKHOLDERS’ EQUITY AND - -

LIABILITIES.........c.oooiie e 263.9 2451



(€ in millions, except percentages)

Consolidated balance sheet

ASSETS
Fixed assets

Intangible fixed assets........ccoooeiiiiiiieeennnn.
Tangible fixed assets ...,
Other fixed assets.......ccoceeriieeriiieecieee e

Total fixed asSetS.......covvieeeeiiieiiieeieeeeeeeeee s

Current assets

INVENTONIES weveeeeieeeeeeeeee e,
Accounts receivable trade........cccccceeeeeerennnnnn..
Other receivables...........cccccvevvevevervvvnrnienennn.
Liquid reSOUrCES .....ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeans

Total current assets ......oceeeeieeviiiiieeiiiieeeees
TOTAL ASSETS ...

STOCKHOLDERS’ EQUITY AND
LIABILITIES

Long-term liabilities

[0 Y= =
Derivative financial instruments.........ccc..........
Provisions (including deferred tax liability)

Total long-term liabilities...........ccccoveeeeeeenennn.

Short-term liabilities

Bank overdrafts .......ccccccceeeeiiiieicceeeeeeeeeen
Other interest bearing liabilities............cc.ec...
Accounts payable trade.............cceeeeviiieieiennnnes
Other short-term liabilities .........ccooeeiecenrrnnnenn.

Total short-term liabilities ........cooeevevivincrennnee.

TOTAL STOCKHOLDERS’ EQUITY AND
LIABILITIES........cooiiieei e

37.8
48.6
3.5

61.5
75.6

2.3
22.0

127.6
0.4

29.6
2.0
12.4

16.7

7.9
29.3
25.4

Year ended 31 December

2005 2004
IFRS IFRS
38.4
45.4

3.4
89.9 87.2
59.9
73.1
1.9
32.8
161.4 167.7
251.3 254.9
109.2
0.3
128.0 109.5
35.5
0.0
12.7
44.0 48.2
37.3
6.2
25.9
27.8
79.3 97.2

251.3 254.9



(€ in millions, except percentages)
Year ended 31 December

2004 2003
Consolidated balance sheet Dutch Dutch
GAAP GAAP
ASSETS
Fixed assets
Intangible fixed assets.........ccooeiiiiiieeennnn. 33.3 31.9
Tangible fixed assets ..., 47.8 34.9
Other fixed assets.......ccoivveeeveieeiieeeeee e, 0.1 0.3
Total fixed asSetS.......covvieeeeiiieiiieeieeeeeeeeee s 81.2 67.1
Current assets
INVENTOMIES ..o e 58.3 50.4
Accounts receivable trade.........ccceeeevvueeeinnnnnes 73.1 64.3
Other receivables.........ccooooevveeeeeiiiiiieeeeeeeeeee, 3.3 3.7
Liquid reSOUrCES .....ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeans 12.8 18.1
Total current assets ......oceeeeieeviiiiieeiiiieeeees 147.5 136.5
TOTAL ASSETS ... 228.7 203.6
STOCKHOLDERS’ EQUITY AND
LIABILITIES
[0 1111 2R 105.3 91.8
Minority interest........ccceeeiiii 0.3 0.2
Total stockholders’ equity.........ccccovvvrereeeeeennn. 105.6 92.0
Long-term liabilities
[0 Y= = 35.5 12.2
Derivative financial instruments.......cccccoveuun.... 0.0 0.0
Provisions (including deferred tax liability) ..... 12.4 12.4
Total long-term liabilities...........ccccoveeeeeeeennnn. 47.9 24.6
Short-term liabilities
Bank overdraftS ........coeveieeeieeeeeiiiee e 17.3 36.5
Other interest bearing liabilities ...........ccc..ec... 6.2 5.0
Accounts payable trade............ccccoviiiireeennnnn. 25.9 24.9
Other short-term liabilities ........ccoevvevvreeennnene. 25.8 20.6
Total short-term liabilities ........cooeevevivincrennnee. 75.2 87.0
TOTAL STOCKHOLDERS’ EQUITY AND
LIABILITIES.......coooooeeeeeeeeee e 228.7 203.6



Consolidated profit and loss account

(€ in millions, except percentages)

Nine months ended 30 September

(unaudited)

Consolidated income statement 2006 2005 Change

IFRS IFRS
NEt SAIES ... 372.8 336.7 10.7%
Operating result (EBITA) ..........cccccoeeeiiiiiiieeeeee e, 31.5 24.8 27.1%
as percentage of net sales........ooviiiiiiiiiiiii, 8.5% 7.4%
Result from financial income and expenses.............ceeecuuuees (1.0 (2.0
Result from associates........cuuuiuieeeiiiiiiiiiie e, — —
Results before taxes.........ccccoevvveiiiiiiiiii e, 30.5 22.8
= 0 (9.8) (7.5)
Result after taxes...........ooooommimiiiiiiiiic e, 20.7 15.3 35.4%
Minority INtErest ... 0.1) (0.1)
Result from ordinary activities..............ccccceeeeiiiiieennn. 20.6 15.2 35.7%
Amortisation intangible fixed assets from acquisitions ........ (0.1) (0.1)
Netresult..............ooo e 20.5 15.1 36.0%

(€ in millions, except percentages)

Year ended 31 December

Consolidated income statement 2005 2004 Change
IFRS IFRS

NET SIES ..eieiiiiiie e 448.5 423.4 5.9%

COSt Of SAIES ..vvviiiieeeee e e e e e e (331.6) (312.2)

Gross profit on sales..........ccccceeeeeeieiiiiiiiiieeeeeeen 117.0 111.2

Gross profit Margin ... 26.1% 26.3%

Other operating iINCOME ........uuiiiieeeeeeee e e e 2.0 0.0

SAlES EXPENSES .eeviieeeeeeieieiereerere e e e e e e e eeessennrerreeeeeeeeeeanaanes (71.8) (69.1) 3.8%

General administrative eXpenses..........ccccccuvvireieeeeeeeeeeeieinnns (11.4) (10.8) 5.3%

Operating result ... 35.8 31.3 14.4%

as percentage of Net Sales......uuuveveeeeeiiiiccciieeeee e 8.0% 7.4%

Result from financial income and expense......ccccccceeeeeecnnens (2.7) (8.0

Result from associates.......ccveveiiiiiieeei i 0.0 0.0

Results before taxes...........ccccovviiiiiiiiiiiis 33.1 28.3

- 0 (11.0 (9.8)

Result after taxes............ccceeiiiiiiiii s 22.1 18.6

At the disposal of stockholders ..........cccceviriiieeiiiiiieee e 221 18.5 19.3%

Minority INTErest ..o 0.0 0.1

Result after taxes..........ccccvvieeeiee e 22.1 18.6 18.9%




(€ in millions, except percentages) Year ended 31 December

2004 2003 Change
Consolidated income statement Dutch Dutch
GAAP GAAP
= A= 1L 423.4 381.9 10.9%
COSt Of SAIES . (813.3) (283.2)
Gross profit on sales............ccccceeeeeiiiiinccc e, 110.1 98.6
Gross profit Margin ... 26.0% 25.8%
SaIES EXPENSES ...vviieiiiiiiieee ettt e e et e e e st e e e (69.1) (64.7) 6.8%
General administrative eXpenses.......ccccvcvveeeeiieieeeeeecneeennn (11.0) 9.9 16.8%
Amortization of goodWill .........ccccviieiiiiiiiie e (2.8) (2.5) 10.3%
Operating result ..o 27.2 22.0 283.7%
as percentage of net sales........ooviiiiiiiiiiii s 6.4% 5.8%
Result from financial income and expense......c.ccccccceeeeuunens 2.1) (2.2)
Result from associates..........eeeeiiiiiiiiiiiiiiieee s 0.0 0.0
Results before taxes...........cccooiiiiiiiiiiiiis 25.1 19.8
= 0 9.3 (7.7)
Result after taxes ... 15.8 121
At the disposal of stockholders...........oouveueeeiiiiiiiiiieeeeeee. 15.7 12.0 31.4%
MiInOrity INTErest ..o 0.1 0.1
Result after taxes.........ccoocvieei i 15.8 121 31.1%
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Consolidated cash flow statement

(€ in millions, except percentages, per share and share amounts)

Cash flow statement

Operating result (EBITA)

RESUIL @fter TAXES ..uniiiee i e e e e e e e e e

Adjustments for:

Depreciation incl. amortization of software............oouveveiiiiiiiiiiiie,
Amortization of other intangible fixed assets..........cooooiiiiis

Cash flow from ordinary activities.........cceeeiciiiiiiiiiiiiee e
Gain from sale fiXed aSSEt..........ooeeviiiiiieeeeeeeee e
Financial iNncome and eXPEeNSE.....cccceeeiiiiie e i
PrOfit TAXES covuiiiiiiice e e r s
Movement in working capital ..........ooooeiiiiiii s
Other accounts receivable and short terM............cceeeeeeieeeieiiiiiieeeeeeeeeeeeeeens
MoVvemMENT iN PrOVISIONS ...ceeevuiieiiieiee e e e e e e e e e e e e e e e e e e e e
Movement in the fair value of derivative financial instruments...................
MiINOKitY INTEIEST ...
Movements in loans to investments in associates ........ccccceeeeveeiiiiceeeneeene.

Cash flow generated from operating activities .........cc.cccveiveeiiiee e,
INTErEST PAIA.. ..o e e —————————
Profit taxes Paid .......cevieieiiiiceeeee e e

Net cash flow from operating activities................cccciiiiiiie,

Investing activities

Investments in property, plant and equipment ...........cccciiie s
Disposals of property plant and equipment..........cccoiiiieiiiiiiiie e
Acquisition Of group COMPANIES .....ccciiiiiiiieiiiiee e
Disposals of group COMPANIES.......c.ueiiiiiiiiiiee e
Movement in [0an to assoCiate ..........cccccviiiriiiiiii e

Cash flow from investing activities ...............ccccocoiiiiii,

Financing activities

Withdrawals on loans, including repayment obligations..............cccccueeeeen.
Repayments on loans including repayment obligations ...........cccccceeeniennn.
Withdrawals on bank overdrafts- current account overdrafts ....................
Repayments on bank overdrafts- current account overdrafts....................
Cash dividend and COStS PaI ........cccveiieiiiiiiiieeeiiiee e eeeeeee e seeeeee s

Cash flow from financing activities .............c.cccccocciiiii i,

Cash flow on balance...............c.c.oueiiiiiii i
Liquid resources and bank overdrafts at January 1...........................
Exchange differenCes ...

Contributions of liquid resources from acquisition/disposal of

participating iNTErestS .......cccceie e

Liquid resources and bank overdrafts at December 31........................
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Nine months ended
30 September

(unaudited)
2006 2005
IFRS IFRS

20.6 15.2
4.6 4.4
0.1 0.1

25.3 19.7
(0.5) —
1.6 2.1
9.8 7.5

(7.3) (1.7)
2.5 0.1

(0.3) (1.2)
(0.3) —

—~ (OZ)

30.8 26.3

(1.7) (2.4)
(8.2) (5.4)
20.9 18.5
4.1) (8.9)
4.7 0.9
(0.9) (0.1)
(0.3) 8.1)
(1 0;) (75)
7.0 (1.7)
(7;) (3:)
(10.8) (12.7)
9.8 (2.3)
11.3 12.7
(0.3) 0.6
20.8 11.0




(€ in millions, except percentages, per share and share amounts)

Cash flow statement

Operating result (EBITA)

RESUIL after TAXES ..neiieeiieeee e e e e e e e e e e

Adjustments for:

Depreciation incl. amortization of software............oouveveiiciiiiiiiiie
Amortization of other intangible fixed assets..........cooooiiiiiis

Cash flow from ordinary activities .........cccoeieeriiieniiee e
Gain from sale fiXed aSSEt..........ooooiiiiiiiieeeeeeee e
Financial income and eXPEeNSE.....cccceeeeiiiie i i
PrOfit TAXES covuuiiiiiiiicee e ea s
Movement in working capital ..........ooooieiiiiii s
Other accounts receivable and short terM............cceeeeeeeeeeieieiiiieeeeeeeeeeeeeeees
MovemMENt iN PrOVISIONS .....euvuuieieiieeeeee e e e e e e e e e e e e e e e e e e e e e as
Movement in the fair value of derivative financial instruments...................
MiINOKity INTEIEST ...
Movements in loans to investments in associates ........cccccceeeveviiiiceeenenenn.

Cash flow generated from operating activities .........ccccccveiieeiiiee e,
INTErESt PAId....ccc e ——————————
Profit taxes Paid .....cooevveieiiiicceeee e

Net cash flow from operating activities................cccciiiiiiei,

Investing activities

Investments in property, plant and equipment ...........cccoiiii s
Disposals of property plant and equipment..........cccoiiiieiiiniiieee e
Acquisition Of group COMPANIES .....ccciiiiiiiiiiiiiiee e
Disposals of group COMPANIES.......c.ueiiiiiiiiieee e
Movement in [0an t0 asSOCIate .........ccccciiiiiiiieie e

Cash flow from investing activities..............ccccoccoiiii

Financing activities

Withdrawals on loans, including repayment obligations..............cccccueeeeen.
Repayments on loans including repayment obligations ...........cccccceeeninnn.
Withdrawals on bank overdrafts- current account overdrafts ....................
Repayments on bank overdrafts- current account overdrafts....................
Cash dividend and COStS PaId ........cccueeeririiiiiieieiiiiee e esseeeee e

Cash flow from financing activities .............ccccoccccciiiii i,

Cash flow on balance...............c..oueiiiiiiiii i
Liquid resources and bank overdrafts at January 1............................
Exchange differenCes ..o

Contributions of liquid resources from

acquisition/disposal of participating interests.........ccccooviiieiiniiiiiiiieen,

Liquid resources and bank overdrafts at December 31 .......................

Presentation in balance sheet

[T 010 I =TT 01U 7=
Banks — current account overdraftS...........ocoiiuiiiiiie i
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Year ended
31 December
2005 2004
IFRS IFRS
22.1 18.5
6.1 6.3
0.1 0.1
28.3 24.9
2.7 3.0
11.0 9.8
(0.6) (10.0)
0.0 2.4
(1.1) (0.4)
(0.1) —
40.2 29.7
(8.0 (8.1)
(12.0) (6.6)
25.2 20.0
(10.0) (15.8)
1.2 2.1
(0.1) (11.7)
— 1.2
— 0.2
(8.8) (24.0)
6.3 25.0
(10.4) (5.0
(11.3 (20.0)
(8.1) (1.7)
(18.5) (1.7)
(2.1) (5.7)
12. 18.
0.7 (0.5)
11.3 12.7
22.0 32.7
(10.7) (20.0)
11.3 12.7




(€ in millions, except percentages, per share and share amounts)

Cash flow statement

Operating result (EBITA)

RESUIL @fter tAXES ..ueiiee e e e e e e a e e eaa s

Adjustments for:

Depreciation incl. amortization of software............oouvvveiiiiiiiiiiiii,
Amortization of other intangible fixed assets..........cooooiiiiis

Cash flow from ordinary activities .........ccceeieeriiieririee e
Gain from sale fiXed aSSEtS.........cooeiiiiiiiieeeeeee e
Financial income and eXPeNSE.....cccceeeeiiiiiei e
PrOfit TAXES covuuiiieiiice e e r s
Movement in working capital ..........oooeieiiiiii s
Movements iN @SSOCIAES........ciiiiiiiiiiie e e e e eeeaaa
Other accounts receivable and short terM............ceeeeeeieieieieiiiieeeeeeeeeeeeeeees
Liabilities excl. repayments obligations on loans...........cooccciiiiiceinennnnnnn.
MoVvemMENT iN PrOVISIONS ...c.euvuiiiiieeeeee e e e e e e e e e e e e e e e e e e e
Movement in the fair value of derivative financial instruments...................
MiINOFity INTEIEST ... e
Movements in loans to investments in associates ........ccccceeeeveeiiiiceeenenenn.

Cash flow generated from operating activities .........ccccccveivee e iiieeenenn.
INTEreSt PAId....ccc i i ————————
Profit taxes Paid .......eeeveieieiiccecee e

Net cash flow from operating activities................cccciiiiiie

Investing activities

Investments in property, plant and equipment ...........cccooiiieieis
Disposals of property plant and equipment..........cccooiiiieiiiniiieee e
Acquisition Of Group COMPANIES .....ccciiiiiiiieiiiiiee et
Disposals of group COMPANIES.......c.ueiiiiiriiieee e
Movement in [0an to assoCiate ..........ccccciiiiriiiiiii e

Cash flow from investing activities ...............cccoccoiiiiii,

Financing activities

Withdrawals on loans, including repayment obligations..............cccccueeeeen.
Repayments on loans including repayment obligations ...........cccccceeeiiinn.
Withdrawals on bank overdrafts — current account overdrafts...................
Repayments on bank overdrafts — current account overdrafts ..................
Cash dividend and COStS PaI ........cccueieriiiiiiiieieiiieee e seeeeee s

Cash flow from financing activities .............cc.ccccoociiiii i,

Cash flow on balance................c.oueiiiiiiiii i
Liquid resources and bank overdrafts at January 1............................
Exchange differenCes ..o

Contributions of liquid resources from acquisition/disposal of

participating INTErestS ..o

Liquid resources and bank overdrafts at December 31 .......................
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Year ended

31 December
2004 2003
Dutch Dutch
GAAP GAAP
15.7 12.0
6.3 5.2
2.8 2.5
24.8 19.7
(10.1) 3.9
4.9 0.3
(0.1) (0.2
0.1 0.1
19.6 23.8
19.6 23.8
(20.3) (14.3)
2.1 0.6
(12.4) (8.6)
1.2 0.4
0.2 0.4
(29.2) (21.5)
24.5 9.2
(1.7) (2.5)
22.8 6.7
13.2 9.0
(18.4) (29.2)
0.7 1.8
(4.5) (18.4)




RISK FACTORS

Before investing in the Firm Shares, prospective investors should consider carefully the following risks
and uncertainties in addition to the other information presented in this Prospectus. The Company
believes that the following risk factors are specific to the industry in which ERIKS operates, to ERIKS
or to ERIKS’ business, to the Acquisition, to the Ordinary Shares and to the Offering. If any of the
following risks actually occurs, ERIKS’ business, results of operations or financial condition could be
materially adversely affected. In that event, the value of the Ordinary Shares could decline, and an
investor might lose part or all of the investor’s investment. In addition, prospective investors should
realise that in the event two or more risks and/or uncertainties materialise simultaneously or
accumulate, ERIKS’ business, results of operations or financial condition could be even more
adversely affected and the value of the Ordinary Shares could further decline. Although the Company
believes that the risks and uncertainties described below are ERIKS’ material risks and uncertainties,
they are not the only ones ERIKS faces. Additional risks and uncertainties not presently known to the
Company or that the Company currently does not deem material may also have a material adverse
effect on ERIKS’ business, results of operations or financial condition and could negatively affect the
price of the Ordinary Shares.

Prospective investors should read the detailed information set out elsewhere in this Prospectus and
should reach their own views before making an investment decision with respect to any Firm Shares.
Furthermore, before making an investment decision with respect to any Firm Shares, prospective
investors should consult their own stockbroker, bank manager, lawyer, auditor or other financial, legal
and tax advisers and carefully review the risks associated with an investment in the Firm Shares and
consider such an investment decision in light of the prospective investor’s personal circumstances.

For a more detailed discussion of the business of ERIKS and the industry in which it operates, see
“INDUSTRY AND BUSINESS OVERVIEW” and “OPERATING AND FINANCIAL REVIEW”.

Risks relating to ERIKS and the industry in which it operates

ERIKS is sensitive to economic conditions and the development of industrial output

The size of the market in which ERIKS operates is related entirely to the development of industrial
output (excluding construction). In ERIKS’ main market, Western Europe, the trend is for industries to
relocate to other parts of the world. Only the development of new industries and a healthy growth of
the economy can ensure growth of the whole market. The OEM market for ERIKS’ products is
particularly sensitive to economic conditions and the development of industrial output. Any
deterioration or merely a long-term persistence of a difficult economic environment could negatively
affect the demand for ERIKS’ products and services.

In addition, ERIKS is exposed to the risk of a significant deterioration of the financial position of its
customers.

A significant portion of ERIKS’ business is concentrated in the Netherlands, the United
Kingdom, Belgium and Germany

In general, ERIKS generates more than 80% of its income in the Netherlands, the United Kingdom,
Belgium and Germany and is therefore particularly exposed to the economic conditions and the
development of industrial output (excluding construction) in these countries (see also “ERIKS is
sensitive to economic conditions and the development of industrial output”). Economic
conditions and the level of industrial production in the Netherlands, the United Kingdom and Belgium
have generally been difficult in the last few years both on an absolute and on a relative basis, but the
market is showing signs of recovery. Economic conditions and the level of industrial production in
Germany have been good in the last two years both on an absolute and on a relative basis. Any
deterioration or merely a long-term persistence of the difficult economic environment in these
countries could negatively affect the demand for ERIKS’ products and services.

In addition, ERIKS is exposed to the risk of a significant deterioration of the financial position of its
customers in these countries.

ERIKS faces substantial competitive pressures

There is substantial competition for the types of products and services which ERIKS provides. ERIKS
faces competition from various national and international technical distribution companies which are
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active in the technical and logistics services industry. ERIKS is a provider of technical and logistics
services in Western and Central Europe. ERIKS traditionally competes with numerous regional or
specialised competitors, many of which are well established in their markets. Because of a trend
towards consolidation in the industry, ERIKS increasingly competes with a number of international
competitors in the markets in which it operates. As a result of this competition, ERIKS has, from time
to time, experienced price pressures on a number of its products and services and in different
geographic regions, particularly as competitors seek to win market share. If ERIKS is unable to offer
competing, attractive, and innovative products and services that are also profitable, if it does not
choose the right strategy or if it does not implement a strategy successfully, ERIKS could lose market
share and/or incur losses on some or all of its activities and/or experience slower growth than in recent
years. Changes in consumer demand, technological changes, regulatory changes and actions and
other factors also affect competition. Competitive pressures could result in increased pricing
pressures, particularly as competitors seek to gain market share.

In addition, manufacturers may reconfigure the distribution chain by pursuing direct relationships with
ERIKS’ customers, which could impact volume.

ERIKS could fail to effectively identify or execute strategic acquisitions, joint ventures,
partnerships, investments or divestments

ERIKS selectively pursues opportunities to acquire, form joint ventures with or enter into partnerships
in respect of or make investments in businesses, products, technologies or innovations which
complement ERIKS’ business and growth strategy. Divestments may also be beneficial for ERIKS’
business, focus and growth strategy. ERIKS may not be able to identify suitable candidates for such
acquisitions, joint ventures, partnerships, investments or divestments, or if ERIKS does identify
suitable candidates, it may not be able to complete a transaction on acceptable terms, or at all.

If strategic acquisitions, joint ventures, partnerships, investments or divestments are pursued,
ERIKS could fail to successfully implement and exploit them or realise anticipated benefits in a
timely manner

Any acquisitions, joint ventures, partnerships, investments or divestments by ERIKS entails risks, such
as:

- difficulties in realising cost, revenue or other anticipated benefits from the acquired entity, the
joint venture, partnership, investment or divestment, including the loss of key employees from the
acquired entity, the joint venture, partnership, investment or divestment

- costs of executing the acquisition, joint venture, partnership, investment or divestment, both in
terms of capital expenditure and increased management attention

- potential for undermining ERIKS’ growth strategy, ERIKS’ relationship with customers, and/or
partners or other elements critical to the success of ERIKS’ business

- liabilities or losses resulting from ERIKS’ control of the acquired entity, participation in the joint
venture or partnership, investment or divestment

- liabilities or losses resulting from claims under guarantees, representations and warranties,
and/or indemnities given by ERIKS to its counterparties in relation to an acquisition, joint venture,
partnership, investment or divestment

- difficulties in integrating an acquired business in ERIKS’ business or realising cost reductions
from such integration

- failure to retain or hire certain individuals or qualified personnel who are able to integrate an
acquired business in ERIKS’ business

ERIKS generally depends on verbal agreements with manufacturers and with its customers.
ERIKS is exposed to the risk of these manufacturers not being able to meet ERIKS’
requirements on a cost effective and timely basis and to the risk of these customers not willing
to purchase ERIKS’ products and services on a regular basis in the future

The successful sale of ERIKS’ products and the successful providing of ERIKS’ services are
dependent upon the availability of quality and affordability of products that are procured from ERIKS’
manufacturers. ERIKS’ manufacturers operate in an industry that has undergone significant
consolidation in recent years and this consolidation is still ongoing.

ERIKS primarily purchases products from its manufacturers by placing orders and does generally not
enter into further written agreements for a fixed term or fixed price. ERIKS’ customers also primarily
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purchase ERIKS’ products and services by placing orders and do generally not enter into further
written agreements for a fixed term or a fixed price. As the terms and conditions of such verbal
agreements are generally not laid down in writing, disagreements among the parties could be more
difficult to overcome and a party’s rights and/or obligations under such agreements could be more
difficult to enforce than if such agreement would have been in writing, which could affect ERIKS.

Termination of the relationship with its manufacturers, variation of their terms or the failure of a party
to comply with his obligations under the orders or an existing relationship could adversely affect
ERIKS. The interruptions or loss of the supply of products to ERIKS could affect its ability to conduct
its business. Alternative sources are not always available or may not be available on terms acceptable
to ERIKS. If ERIKS’ manufacturers should be unable or unwilling to meet ERIKS’ demand for materials
on a timely basis or on acceptable commercial terms, ERIKS’ ability to deliver its products and
services to its customers in a timely and cost-effective manner and its ability to comply with its
customers could suffer.

Also, customers may not be willing to purchase ERIKS’ products and services in the future. Such a
loss of customers, the variation of the terms of existing relationships with customers or the failure of
a party to comply with its obligations under the orders or an existing relationship could adversely affect
ERIKS. The interruptions or loss of the demand of products or services could affect ERIKS.

ERIKS is exposed to the risk of a loss of members of ERIKS’ management team or qualified
employees

ERIKS’ future success depends, among other things, on having a capable management team. Losing
the services of one or more members of the management team could adversely affect ERIKS.
Furthermore, the implementation and execution of the Company’s strategy depend in part on the
continued availability of qualified personnel throughout ERIKS, in particular qualified personnel to
develop and maintain the necessary know-how. In view of the development of the labour market in the
recent past no assurance can be given that the Company will be successful in the future in attracting
and retaining, on acceptable terms, such personnel.

ERIKS is exposed to the risk of labour disputes

ERIKS’ business operations or the business operations of third parties on which it relies may
experience strikes, lockouts or other significant work stoppages. Any such action could negatively
affect ERIKS’ relations with its customers and manufacturers and its revenues.

ERIKS is exposed to the risk of ineffective systems and processes, and interruption, failure or
breach thereof

ERIKS relies heavily on its operational processes and systems to conduct its business. Even with the
back-up recovery systems and contingency plans that are in place, the Company cannot assure that
interruptions, failures or breaches in security of these processes and systems will not occur or, if they
do occur, that they will be adequately addressed. Any such interruptions, failures or breaches, even for
a limited period of time, could result in, for example:

° interruptions in the services offered or information provided to customers, or inability to serve
customers’ needs in a timely fashion

° interruptions or errors in ERIKS’ management information and/or information reported to
customers

e considerable costs in terms of, for example, information retrieval and verification

Also, the Company cannot assure that interruptions, failures or breaches of ERIKS’ communication
and information systems as a result of external fraud will not occur or, if they do occur, that they will
be adequately addressed.

Furthermore, ERIKS is exposed to the risk that its communication and information systems currently
in place do not provide full and timely access to all necessary and to fully reliable information about
the course of affairs in the different clusters and companies and their respective core activities or to
sufficient information in order to be able to assess whether the continuity of the day-to-day operational
activities is assured.
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ERIKS relies on information technology systems which are not integrated across all its different
operating group companies

ERIKS has implemented information technology systems in the larger group companies in the
Netherlands and Belgium (SAP) and Germany (Pro Alfa) and intends to further roll out these systems
across other operating group companies. ERIKS is exposed to the risk that this further integration of
the information technology systems will not be implemented within the intended time schedule or not
at all, which could affect ERIKS’ ability to efficiently run its business. Furthermore, as ERIKS relies on
these information technology systems any interruptions, failures or breaches in security of these
systems could affect ERIKS’ ability to efficiently run its business and the continuity of the day-to-day
operational activities.

ERIKS is subject to risks resulting from defects in its products as well as warranty claims and
other liabilities

ERIKS develops mechanical engineering parts and assembles hydraulic and sub systems and
provides related technical and logistics services which may contain defects in design or manufacturing
or other errors or failures. This is particularly a risk with new or upgraded products or services, where
ERIKS’ quality control procedures may fail to test for all possible conditions of use, or to identify all
defects in the design, engineering or specifications of its products and services. Furthermore, ERIKS
is subject to the risk that products and parts purchased by ERIKS from its manufacturers may
malfunction and the risk of ensuing claims for consequential loss by its customers. Defects in any of
ERIKS’ products and services could result in diminished market acceptance for these products and
services, a weakening of ERIKS’ brand, product recalls in one or more of its markets or claims for
money damages. Recalls may be costly and divert management’s attention from the operation of its
business. Generic or specific defects could require ERIKS to incur substantial expenses relating to
replacements and repairs under its warranty programme, which covers certain of ERIKS’ products for
periods up to one year. Material defects in any of ERIKS’ products and services could result in
decreasing revenues, increased operating costs and the possibility of significant products liability.

ERIKS’ insurance coverage could prove to be insufficient

ERIKS seeks to insure all reasonable risks, including the risks arising from fire damage, product liability,
business interruption and loss of profits. There can be no assurance, however, that its insurance
policies provide adequate and sufficient cover for all events and incidents. In addition, ERIKS’
insurance policies do not protect it against reputational harm that may arise as a result of an event or
an incident or against claims from its customers for loss of profit as a result of ERIKS’ failure to deliver
its products and services in a timely manner. Any extension or replacement of existing insurance
policies may be for reduced coverage only, at less favourable terms, or against higher premiums.

ERIKS may not be able to manage risks associated with its international sales and operations
and with its potential expansion into new international markets

ERIKS has activities or a presence in 13 countries, including, the United Kingdom, the Netherlands,
Belgium, Germany, France, Ireland, Poland, the USA and South East Asia. As a result, ERIKS needs to
manage a number of risks across its operations, such as differing labour regulations, environmental
and other regulatory requirements and intellectual property protections. In addition, Central and
Eastern European and South East Asian countries are subject to greater risks than more developed
markets, including, in some cases, increased political, economic and legal risks. Countries in Central
and Eastern Europe and South East Asia that the Company has identified as having potential for
significant future growth may in fact grow at rates slower than anticipated, or not at all. The success
of ERIKS’ business depends, in part, upon its ability to succeed in these differing and sometimes fast
changing economic, regulatory, social and political environments and it is exposed to the risk that it is
unable to manage the risks associated with its international sales and operations and with its potential
expansion into new international markets.

The planned reorganisations with respect to the cluster ERIKS France may not result in the
expected improvements

In order to successfully implement ERIKS’ two business models in the cluster ERIKS France and to
improve the financial results of cluster ERIKS France, the Company announced the reorganisation of
the three local branch operations (see “INDUSTRY AND BUSINESS OVERVIEW - ERIKS France”).
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ERIKS is exposed to the risk that these planned reorganisations will not result in the improvements of
the financial results within the expected timeframe or that these will not occur at all.

ERIKS’ success depends on its ability to continue to successfully identify, develop and market
innovative products and services

It is ERIKS’ strategy to continue to introduce new and innovative products and services. Changes in
customer requirements and preferences, regular product and service introductions and the emergence
of new or substitute technology or evolving industry standards and practices could render existing
products and services obsolete or less attractive. The success of ERIKS’ innovation strategy depends
on its ability to anticipate customer needs, provide new products, services and applications and
differentiate such products, services and applications from those of its competitors. The introduction
of new products and services may not meet customers’ expectations, the customers’ need for
innovation or the required cost levels. ERIKS’ success going forward will depend upon its ability to
successfully identify, develop and market innovative products, services and applications that meet
customer needs and are accepted in the market. There can be no assurance that ERIKS will be able
to anticipate and respond to the demand for new products, services and applications in a timely and
cost-effective manner, to adapt to technological advances or fulfil customer expectations.

ERIKS may not be able to protect its intellectual property or it may be faced with claims that
ERIKS infringes the intellectual property rights of others

ERIKS does not generally protect its know-how through intellectual property rights as it is vested
primarily in the skills and expertise of its personnel. ERIKS has a limited number of patents,
trademarks, trade names, confidentiality clauses and agreements, copyrights and other registered and
unregistered intellectual property rights to define and protect its rights to the intellectual property in its
products and services. The Company cannot assure an investor that any of its registered or
unregistered intellectual property rights, or claims to such rights, will now or in the future successfully
protect what the Company considers to be material intellectual property in any or all of the jurisdictions
in which ERIKS does business, or that its registered or unregistered rights subsequently will not be
successfully opposed or otherwise challenged. The Company cannot assure investors that upon
expiration of any of ERIKS’ patents, its competitors will not commence manufacturing products or
using technologies similar to those of ERIKS. To the extent that ERIKS’ innovations and products are
not protected by patents, copyrights or other intellectual property rights in any of ERIKS’ key markets,
third parties (including competitors) may be able to commercialise ERIKS’ innovations or products or
use ERIKS’ know-how. In addition, legal protection of intellectual property rights in one country will not
provide protection in certain other countries where ERIKS operates.

ERIKS may in the future face claims that it infringes the intellectual property rights of others. If any of
ERIKS’ products or services are found to infringe the patents or other intellectual property rights of
others, its manufacture and sale of such products or services could be significantly restricted or
prohibited and ERIKS may be required to pay substantial damages.

ERIKS is subject to stringent environmental and health and safety laws, and other regulations
and standards. There could be an adverse change or increase in these laws, regulations or
standards governing ERIKS’ business

ERIKS’ business is subject to a broad and increasingly stringent range of environmental, health and
safety laws as well as other laws, regulations and standards in the jurisdictions in which it operates.
The laws, regulations and standards relate to, among other things, safety codes, technical
documentation. the use and handling of chemical and hazardous materials, waste disposal practices
and the manufacturing, composition or quality of materials. These laws, regulations and standards
result in significant compliance costs and expose ERIKS’ operations to substantial legal liability.

It is possible that laws and regulations governing ERIKS’ business or particular products and services
could be amended or interpreted in a manner that is adverse to ERIKS, for example, to the extent that
existing laws and regulations are amended or future laws and regulations are adopted that (i) reduce
or restrict the sale of the products and services ERIKS offers, whether existing or new, or (ii) negatively
affect the performance of the products and services ERIKS offers, whether existing or new. ERIKS’
revenues and costs, profitability and available or required regulatory capital could also be affected by
an increase or change in the degree of regulation in any of the markets in which ERIKS operates,
whether existing or new. Due to the complexity of the regulatory environment in which ERIKS operates,
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it will entail more costs to ensure that ERIKS is, and will continue to be, in compliance with all
applicable laws and regulations at all times, to the extent that the volume of regulation increases and
the scope of the activities changes.

If ERIKS would be in breach of any existing or new laws or regulations now or in the future, ERIKS is
exposed to the risk of intervention by the competent authorities, including investigation and
surveillance, and judicial or administrative proceedings. In addition, ERIKS’ reputation could suffer and
ERIKS could be fined or prohibited from engaging in some of its business activities or be sued by
customers if it does not comply with applicable laws or regulations.

ERIKS is exposed to legal risks that may arise in the conduct of ERIKS’ business and the
outcome of related legal claims may be difficult to predict

ERIKS faces legal risks in the conduct of its business. These legal risks could potentially involve, but
are not limited to, disputes over the terms of transactions to which ERIKS is a party, disputes
concerning the adequacy or enforceability of arrangements and agreements relating to ERIKS’
products or services or transactions entered into by ERIKS, disputes regarding the terms and
conditions of services and products, disputes regarding the compliance of ERIKS’ products and
services with environmental and safety regulations, disputes regarding irregularities with regard to the
sale of products and services, disputes regarding the non-compliance of products and parts provided
to ERIKS by its manufacturers and disputes regarding incorrect advice regarding its services and
products provided by ERIKS. There are several manufacturing sites in the United Kingdom, which by
their nature pose some environmental pollution liability risks. ERIKS faces risks relating to compliance
with applicable laws and regulations with respect to the products and services it provides, which could
lead to significant losses or reputational damage. These risks are often difficult to assess or quantify
and their existence and magnitude often remain unknown for substantial periods of time. It is inherently
difficult to predict the outcome of many of the either pending or future claims, regulatory proceedings
and other adversarial proceedings involving ERIKS, particularly those cases in which the matters are
brought by claimants seeking damages of unspecified or indeterminate amounts or involving novel
legal claims.

ERIKS is exposed to failures in its risk management systems

ERIKS invests time and effort in its strategies and procedures for managing various risks to which it is
exposed. These strategies and procedures could nonetheless fail or not be fully effective under some
circumstances, particularly if ERIKS is confronted with risks that it has not fully or adequately identified
or anticipated. As ERIKS gains more experience it may need to make additional provisions. If
circumstances arise that ERIKS did not identify, anticipate or correctly evaluate in developing its risk
management and control system, ERIKS’ losses could be greater than the maximum losses estimated
by it.

ERIKS is exposed to the risk of fire, accidents, incidents, catastrophic events, terrorist attacks
and similar events

Catastrophic events, terrorist attacks and similar events, as well as the responses thereto could create
economic and political uncertainties, which could have a negative impact on the economic conditions
under which ERIKS operates. In addition, ERIKS’ business operations, manufacturing facilities,
information systems and processes are vulnerable to damage or interruption from fire, accidents,
incidents, catastrophic events, terrorist attacks and similar events. Insurance and other safeguards
might only partially reimburse ERIKS for its losses. Significant interruptions from any of these causes
could materially adversely affect ERIKS’ business, results of operations or financial condition.

The performance of ERIKS depends on its ability to accurately price its products and services

The results of operations and financial condition of ERIKS depend, among other things, on its ability
to set prices accurately.

ERIKS’ ability to price its products and services accurately is subject to a number of uncertainties. As
a result, rates and prices of products and services may be determined on the basis of inadequate or
inaccurate data or inappropriate analyses, assumptions or methodologies. If ERIKS fails to establish
adequate prices for its products and services, its revenues could decline while its expenses increase
resulting in proportionately greater losses.
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ERIKS is exposed to liquidity risk, it may fail to obtain additional financing, if required, and to
comply with financial covenants

ERIKS’ business operations require sufficient capital and ERIKS faces liquidity risks. In order to
continue to be competitive, ERIKS may require making capital investment from time to time. Liquidity
risks are determined by cash flows and access to financial resources. ERIKS generates cash flow
through its sales and results and has access to credit facilities from external parties. ERIKS’ ability to
raise necessary funds in the future will depend on financial, economic and other factors, many of which
are beyond its control, including, but not limited to concerns about ERIKS’ credit strength, concerns
about the market segments in which it is active, or by a general market disruption. If ERIKS is unable
to finance its capital expenditures, acquisitions or other business activities in the contemplated
manner, its business and results of operations could be adversely affected and it could not be able to
pursue its plans.

ERIKS’ debt covenants could limit its flexibility in planning for, and reacting to, competitive pressures
and changes in its business, industry and general economic conditions and limit its ability to make
strategic acquisitions and capitalise on business opportunities. Subject to the restrictions in ERIKS’
debt agreements, ERIKS may borrow money from time to time for working capital, capital
expenditures, acquisitions or other purposes. ERIKS will continue to need to use a portion of its cash
flow to pay principal and interest on its debt, which will reduce the cash it can use for other purposes.
If ERIKS’ business does not perform satisfactorily, it may not be able to either pay principal and
interest on its debt or refinance all or some of its debt on commercially acceptable terms.

ERIKS is exposed to the level of interest rates

The level of interest rates and changes in prevailing interest rates could adversely affect ERIKS’ results.
The level of interest rates determines the cost of capital borrowed by ERIKS. ERIKS holds debt
instruments and interest rate derivatives for hedging purposes, which could be affected by the level of
interest rates and changes in prevailing interest rates. There can be no assurance that ERIKS will be
able to successfully manage interest rate risks or the potential negative impact of risks associated with
sustained unfavourable interest rates.

ERIKS is subject to currency-related risks

ERIKS operates in markets with other currencies and purchases its materials and sells its products and
services in various countries all over the world. To the extent these are not hedged and these cannot
be translated into ERIKS’ selling prices, ERIKS is exposed to certain currency fluctuations between the
euro and such other currencies, including pound sterling, US dollar, Singapore dollar, Polish zlotys and
Malaysian ringgits.

The euro is ERIKS’ functional and reporting currency. Transactions in foreign currency are initially
stated at the rate of exchange on the trade date. On the balance sheet date, all non-euro monetary
assets and liabilities are converted at the exchange rate prevailing at that date. Exchange differences
arising from the conversion and settlement of monetary assets and liabilities are taken to the income
statement. For the purposes of the Company’s consolidated income statement, non-euro
denominated assets and liabilities are converted at average rates for the period under review. For the
purposes of the Company’s consolidated balance sheet, ERIKS converts non-euro denominated
assets and liabilities into euro at the exchange rate prevailing at the balance sheet date. ERIKS does
not hedge any translation exposure.

Hedging transactions may limit gains or result in losses

The Company uses derivatives for the purpose of risk management. This strategy has certain risks,
including the risk that losses on a hedge position could reduce the cash available for ERIKS’
operations and that such losses may exceed the amount invested in such instruments. The Company
intends to use derivative instruments, including forward exchange contracts, interest and currency
swaps, in its risk management strategy to limit the effects of changes in liquidity, interest rates, foreign
exchange rate movements on its operations. A hedge may not be effective in eliminating all of the risks
inherent in any particular position. The Company is also exposed to the credit risk of the relevant
counterparty with respect to relevant payments under derivative instruments.
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ERIKS faces risks associated with the future impairment of goodwill

The pro forma balance sheet of ERIKS included elsewhere in the Prospectus reports an amount of
€ 137.0 million for goodwill, comprising the historic ERIKS goodwill of € 34.8 million and the pro forma
acquisition goodwill paid by ERIKS of € 102.2 million in connection with the Acquisition. The goodwill
reported by ERIKS will be tested for impairment at least once annually or more frequently if changes
in circumstances occur that require the performance of an interim impairment test. The goodwill may
have to be impaired depending on the future cash flows of the relevant business. Any such impairment
could affect ERIKS’ net profit.

ERIKS is exposed to the risk of changes in tax laws, or the interpretation thereof

ERIKS could suffer from changes in tax laws or the interpretation thereof, changes in rates of taxation,
or the withdrawal of existing tax rulings by relevant regulators and authorities. For example, ERIKS
could suffer from deterioration of the conditions or the withdrawal of its existing tax rulings.

Risks relating to the Acquisition

ERIKS could fail to successfully implement and exploit the Acquisition or realise anticipated
benefits in a timely manner

The Company recently concluded the Acquisition, which resulted in a group with almost twice the
turnover (based on results in the financial years 2005 (ERIKS, excluding WYKO) and 2005/2006
(WYKOQ)) as before the Acquisition. The success of the Acquisition may in part be dependent upon the
Company’s ability to integrate WYKO without disruption to ERIKS' existing business and to realise cost
reductions from such integration.

Furthermore, the success of the Acquisition will to a certain extent depend on the successful
integration and motivation of WYKO personnel. It is possible that the failure to retain or hire certain
individuals or qualified personnel will affect the ability of management to integrate WYKO successfully
into ERIKS.

See also “ERIKS could fail to effectively identify or execute strategic acquisitions, joint ventures,
partnerships, investments or divestments” and “If strategic acquisitions, joint ventures,
partnerships, investments or divestments are pursued, ERIKS could fail to successfully
implement and exploit them or realise anticipated benefits in a timely manner” above.

ERIKS is exposed to the risk of losing manufacturers or customers as a result of the Acquisition

Manufacturers and customers of ERIKS could decide to terminate their relationship with ERIKS as a
result of the Acquisition.

Termination of the relationship with its manufacturers could adversely affect ERIKS. The loss of the
supply of products to ERIKS may affect its ability to conduct its business. Alternative sources are not
always available or may not be available on terms acceptable to ERIKS. As a result thereof, ERIKS’
ability to deliver its products and services to its customers in a timely and cost-effective manner and
its ability to comply with its customers could suffer. A loss of customers and a loss of the demand of
products or services could adversely affect ERIKS.

See also “ERIKS generally depends on verbal agreements with manufacturers and with its
customers. ERIKS is exposed to the risk of these manufacturers not being able to meet ERIKS’
requirements on a cost effective and timely basis and to the risk of these customers not willing
to purchase ERIKS’ products and services on a regular basis in the future” above.

Risks relating to the Ordinary Shares and the Offering

The price of Ordinary Shares is subject to volatility and an investor may be unable to sell
Ordinary Shares at or above the price paid for them

Since 1977, depositary receipts for the Ordinary Shares and since May 2005 the Ordinary Shares have
been listed on Eurolist by Euronext. The Company has applied for admission of Firm Shares to listing
and trading on Eurolist by Euronext. The Company cannot predict the extent to which an active market
for Ordinary Shares will develop or be sustained after the Offering, or how the development of such a
market might affect the market price for Ordinary Shares. An illiquid market for Ordinary Shares may
result in lower trading prices and increased volatility, which could adversely affect the value of an
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investment in Ordinary Shares. Furthermore, the issue of the Firm Shares, and any Over-Allotment
Shares that may be issued if the Over-Allotment Option is exercised, will dilute an existing investor’s
shareholding interest in the Company.

The Offer Price will be determined by the Company following recommendations from the Global
Coordinator based on a number of factors, including, but not limited to, market conditions in effect at
the time of the Offering, that may not be indicative of future performance. The market price of Ordinary
Shares may fall below the Offer Price. The market price of Ordinary Shares could also fluctuate
substantially due to various factors.

In the past, following periods of volatility in the market price of a company’s securities, securities
litigation has often been instituted against such companies. This type of litigation, if instituted against
the Company, could result in substantial costs and a diversion of the Company’s management’s
attention and resources.

The volume of trading in Ordinary Shares has historically been low. This has an adverse effect
on the liquidity, marketability and value of the Ordinary Shares

A limited number of shareholders collectively own a substantial percentage of the Ordinary Shares (see
“RELATED PARTY TRANSACTIONS - Major shareholders”). As a result, the average daily trading
volume of shares is low and has resulted and may continue to result in an adverse effect on the
liquidity, marketability and value of the Ordinary Shares.

If closing of the Offering does not take place on the Settlement Date or at all, subscriptions for
Firm Shares will be disregarded

Application has been made to list the Firm Shares on Eurolist by Euronext under the existing symbol
“ERIKG”. The Company expects that Firm Shares will be admitted to listing and that trading in such
shares will commence on the Settlement Date. Subject to acceleration or extension of the timetable
for the Offering, the Settlement Date, on which the closing of the Offering is scheduled to take place,
is expected to occur on or about 26 January 2007. The closing of the Offering may not take place on
the Settlement Date or at all, if certain conditions or events referred to in the Underwriting Agreement
are not satisfied or waived or occur on or prior to such date (see “SUBSCRIPTION AND SALE”). Such
conditions include the receipt of officers’ certificates and legal opinions and such events include the
suspension of trading on Euronext Amsterdam or a material adverse change in the Company’s
financial condition or business affairs or in the financial markets. If closing of the Offering does not take
place on the Settlement Date or at all, the Offering will be withdrawn, all subscriptions for Firm Shares
will be disregarded, any allotments made will be deemed not to have been made and any subscription
payments made will be returned without interest or other compensation. All dealings in Firm Shares,
and in the Over-Allotment Shares which may be part of the Over-Allotment Option if this has been
exercised prior to the Settlement Date, prior to settlement and delivery are at the sole risk of the parties
concerned.

Future sales, or the possibility of future sales, of a substantial number of Ordinary Shares could
depress the price of Ordinary Shares

Future sales of Ordinary Shares, or the perception that such sales will occur, could cause a decline in
the market price of Ordinary Shares.

The Company cannot predict whether substantial numbers of Ordinary Shares will be sold in the open
market following the Listing Date. A sale of a substantial number of Ordinary Shares, or the perception
that such sales could occur, could materially and adversely affect the market price of Ordinary Shares
and could also impede the Company’s ability to raise capital through the issue of equity securities in
the future.

The Company may require additional capital in the future, which may not be available to it.
Future financing to provide this capital may dilute an investor’s shareholding in the Company

The Company may raise capital in the future through public or private equity financings by ERIKS by
issuing additional Ordinary Shares or other shares, debt or equity securities convertible into Ordinary
Shares, or rights to acquire these securities, and exclude the pre-emption rights pertaining to the then
outstanding Ordinary Shares. Any additional capital raised through the issue of additional Ordinary
Shares may dilute an investor’s shareholding interest in the Company. Furthermore, any additional
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financing ERIKS may need, may not be available on terms favourable to ERIKS or at all, which could
adversely affect ERIKS ’s future plans.

If securities or industry analysts do not publish research or reports about ERIKS’ business, or if
they change their recommendations regarding Ordinary Shares adversely, the market price and
trading volume of Ordinary Shares could decline

The trading market for Ordinary Shares will be influenced by the research and reports that securities
or industry analysts publish about the Company or ERIKS. If one or more of the analysts who cover
the Company or ERIKS, or the industry in which it operates, downgrade Ordinary Shares, the market
price of Ordinary Shares would likely decline. If one or more of these analysts ceases coverage of the
Company or ERIKS or fails to regularly publish reports on the Company or ERIKS, the Company or
ERIKS could lose visibility in the financial markets, which could cause the market price of Ordinary
Shares or trading volume to decline.

The Company may not be able to pay dividends in the future

The Company’s results could fluctuate and the Company’s ability to pay dividends may be dependent
on the Company achieving sufficient profits. The Company may not pay dividends if it believes that
this would cause the Company to be less than adequately capitalised. The payment of dividends is
further subject to regulatory, legal and financial restrictions. If dividends are not paid in the future,
capital appreciation, if any, of the Ordinary Shares would be the investor’s sole source of gains. (See
“DIVIDENDS AND DIVIDEND POLICY”.)

Holders of Ordinary Shares outside the Netherlands may not be able to exercise pre-emption
rights

In the event of an increase in the Company’s share capital, holders of Ordinary Shares are generally
entitled to full pre-emption rights unless these rights are excluded either by a resolution of the General
Meeting, or by a resolution of the executive board (Raad van Bestuur) of the Company (the “Executive
Board”) (if the Executive Board has been designated by the General Meeting for this purpose). See
“DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE - Issue of shares; pre-
emption rights”. In particular, certain holders of Ordinary Shares outside the Netherlands may not be
able to exercise pre-emption rights unless local securities laws have been complied with.

Dutch law and the Articles of Association contain anti-takeover provisions that may prevent or
discourage takeover attempts that may be favourable to certain shareholders

Like other companies in the Netherlands, the articles of association of the Company (the “Articles of
Association”) contain anti-takeover provisions that may have the effect of preventing, discouraging or
delaying a change of control. The Stichting Eriks Group (the “Foundation”) has been granted the right
to acquire Preference Shares (as defined below) up to a maximum of 100% of the total par value of
Ordinary Shares and Financing Preference Shares (as defined below) issued and outstanding at the
time of the exercise of this option, minus € 0.50.

The issue of Preference Shares in this manner would cause substantial dilution to the voting power of
any shareholder, including a shareholder attempting to gain control of the Company, and could
therefore have the effect of preventing, discouraging or delaying a change of control that might have
otherwise resulted in an opportunity for shareholders to sell Ordinary Shares at a premium to the then-
prevailing market price. See “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE
- Stichting Eriks Group” and “RELATED PARTY TRANSACTIONS - Option Agreement”. This anti-
takeover measure may have an adverse effect on the market price of Ordinary Shares.
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CERTAIN NOTICES TO INVESTORS

In this Prospectus, the “Company” refers to ERIKS Group N.V. and “ERIKS” refers to ERIKS Group N.V.
and its consolidated subsidiaries, including WYKO Holdings Limited and its consolidated subsidiaries
(unless the context requires otherwise).

Responsibility

The Company accepts responsibility for the information contained in this Prospectus. The Company
declares that, having taken all reasonable care to ensure that such is the case, the information
contained in this Prospectus is to the best of its knowledge, in accordance with the facts and contains
no omission likely to affect the import of such information.

Potential investors should not assume that the information in this Prospectus is accurate as of any
other date than the Publication Date. No person is or has been authorised to give any information or
to make any representation in connection with the offering or sale of the Firm Shares and/or the Over-
Allotment Shares, other than as contained in this Prospectus, and, if given or made, any other
information or representation must not be relied upon as having been authorised by the Company or
the Underwriters or any of their affiliates. The delivery of this Prospectus at any time after the
Publication Date will not, under any circumstances, create any implication that there has been no
change in the Company’s affairs since the Publication Date or that the information set forth in this
Prospectus is correct as of any time since the Publication Date.

No representation or warranty, express or implied, is made or given by the Underwriters or any of their
affiliates as to the accuracy, completeness or fairness of any information contained in this Prospectus
and nothing contained in this Prospectus is, or shall be relied upon as, a promise or representation by
any of the Underwriters or their affiliates as to the past or the future. Rabo Securities in its capacity as
Global Coordinator, Bookrunner, Stabilisation Agent and Listing Agent for the Offering, does not
accept any responsibility whatsoever for the contents of this Prospectus nor for any other statements
made or purported to be made by it or on its behalf in connection with the Company, the Offering or
the Offer Shares. Rabo Securities accordingly disclaims all and any liability whether arising in tort or
contract or otherwise in respect of this Prospectus or any such statement.

Presentation of financial and other information

The Company’s audited financial statements for the years ended 31 December 2004 and 2003 have
been prepared in accordance with accounting principles generally accepted in the Netherlands as
applied by the Company (“Dutch GAAP”). The Company’s audited financial statements for the year
ended 31 December 2005, including comparative figures for 2004 and unaudited interim financial
statements for the nine months period ended 30 September 2006, including comparative figures for
2005, have been prepared under IFRS.

The historical financial information in this Prospectus regarding WYKO has been derived from WYKO'’s
annual accounts for its financial year 2005/2006, ending 30 April 2006, prepared by WYKO in
accordance with accounting principles generally accepted in the United Kingdom as applied by WYKO
(“UK GAAP”) and audited by its external auditors, PricewaterhouseCoopers LLP. The Company
confirms that the historical financial information regarding WYKO in this Prospectus has been
accurately reproduced and extracted from such accounts and such information.

The Company’s consolidated financial information is extracted from the consolidated financial
statements of the Company, and comparative figures, and notes thereto, that have been audited by
PricewaterhouseCoopers Accountants N.V. (“PwC”), independent auditors. The consolidated financial
information on the nine months ended 30 September 2006 and 2005 are derived from the interim
financial statement 2006 of the Company. These figures are unaudited. See “INDEX TO FINANCIAL
INFORMATION”. The discussion and analysis of the Company’s financial condition and results of
operations presented under “OPERATING AND FINANCIAL REVIEW?” is primarily based upon the
Company’s audited consolidated IFRS financial statements and the Company’s audited Dutch GAAP
financial statements, respectively.

IFRS differs in certain significant respects from Dutch GAAP. As a result, the financial statements for
the 2003 financial year are not stated on a basis that is comparable to the financial statements for the
Company’s 2005 financial year. IFRS and Dutch GAAP also differ in certain significant respects from
UK GAAP. In making an investment decision, investors should rely upon their own examination of the
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Company and its subsidiaries, the terms of the Offering and the financial information provided herein.
Investors should consult their own professional advisors for an understanding of the differences
between IFRS, Dutch GAAP and UK GAAP.

Certain figures contained in this Prospectus, including financial information, have been subject to
rounding adjustments. Accordingly, in certain instances the sum of the numbers in a column or a row
in tables contained in this Prospectus may not conform exactly to the total figure given for that column
or row.

All references in this Prospectus to “euro”, “EUR” or “€” are to the currency introduced at the start of
the third stage of the Economic and Monetary Union, pursuant to the Treaty establishing the European
Economic Community, as amended by the Treaty on the EU. All references to “pounds sterling” or “£”
are to the lawful currency of the United Kingdom. All references to “US dollar” or “US$” are to the
lawful currency of the United States.

Forward-looking statements

This Prospectus contains forward-looking statements, including statements about the Company’s
beliefs, expectations, and targets. These statements, including, without limitation, the Company’s
financial objectives as set out in “INDUSTRY AND BUSINESS OVERVIEW - Financial objectives”,
are based on the Company’s current plans, estimates and projections, as well as the Company’s
expectations of external conditions and events. In particular the words “expect”, “anticipate”,
“estimate”, “may”, “should”, “believe”, “intend”, “plan”, “aim”, “could”, “will”, “potential”, including the
negative of these terms, and similar expressions, are intended to identify forward-looking statements.
Forward-looking statements involve inherent risks, assumptions and uncertainties and speak only as
of the date they are made. The Company undertakes no duty to and will not necessarily update any
of them in light of new information or future events, except to the extent required by applicable law.
The Company cautions investors that a number of important factors could cause actual results or
outcomes to differ materially from those expressed in any forward-looking statements. These factors
include, but are not limited to those discussed under “RISK FACTORS”.

Market and industry data

Market data and other statistical data used throughout this Prospectus are based on independent
industry publications, government publications, reports by market research firms or other published
independent sources, such as Eurostat, the statistical office of the European Communities. However,
as there is not much industry and market data available about the specific industry and market in
which ERIKS operates from independent industry publications, government publications, reports by
market research firms or other published independent sources, data in this Prospectus is also based
on good faith estimates of the Company, which are derived from the Company’s review of internal
surveys, as well as independent sources referred to above. Although the Company believes that these
independent sources are reliable, it has not verified the information derived from independent sources
independently and cannot guarantee its accuracy and completeness.

The information included in this Prospectus has been accurately reproduced and, as far as the
Company is aware and able to ascertain from the information published by that third party, no facts
have been omitted which would render the reproduced information inaccurate or misleading.

In this Prospectus, certain statements are made regarding ERIKS’ competitive position and market
leadership. The Company believes these statements to be true based on market data and industry
statistics regarding the competitive position of certain of ERIKS’ competitors.

No incorporation of the Company’s website
The contents of the Company’s website, including any websites accessible from hyperlinks on the
Company’s website, do not form part of this Prospectus.

Stabilisation

In connection with the Offering, the Global Coordinator in its capacity as stabilisation agent (the
“Stabilisation Agent”) on behalf of the Underwriters, may over-allot up to 15% of the aggregate
principal amount of the Firm Shares and may effect transactions that stabilise or maintain the market
price of the Shares at levels above those which might otherwise prevail in the open market. Such
transactions, if commenced, may be effected on Euronext Amsterdam, in the over-the-counter market
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or otherwise. There is no assurance that such stabilisation will be undertaken and, if it is, it may
commence as early as the Pricing Date, may be discontinued at any time without prior notice and will
end no later than 30 calendar days after the Pricing Date.

Restrictions on offering and sale

The distribution of this Prospectus and the Offering are restricted by law in certain jurisdictions.
Therefore, persons into whose possession this Prospectus comes and persons who would like to
purchase Firm Shares pursuant to the Offering should inform themselves about and observe such
restrictions. Any failure to comply with such restrictions may constitute a violation of the securities
laws of any such jurisdiction.

As a condition to a purchase of any Firm Shares in the Offering, each purchaser will be deemed to
have made, or in some cases, be required to make, certain representations and warranties, which will
be relied upon by the Company, the Underwriters and others. See “SELLING AND TRANSFER
RESTRICTIONS”. The Company and the Global Coordinator reserve the right, in their sole and
absolute discretion, to reject any purchase of Firm Shares that they or the Underwriters believe may
give rise to a breach or violation of any law, rule or regulation, see “SELLING AND TRANSFER
RESTRICTIONS”.

The contents of this Prospectus are not to be considered or interpreted as legal, financial, business or
tax advice. Each prospective investor should consult his or her own legal, financial, business and tax
advisors before deciding to make any investment decision concerning the Firm Shares and in order to
determine whether or not such prospective investor is lawfully permitted to purchase Firm Shares.

For a more detailed description of restrictions relating to the Offering, see “SELLING AND TRANSFER
RESTRICTIONS”.
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USE OF PROCEEDS

Rationale for the Offering
The Offering is intended to refinance the Company’s capital structure and to partially refinance the
Acquisition.

The Company

The aggregate gross proceeds from the Offering of the Firm Shares are expected to amount to
approximately € 110 million. The Company estimates receiving approximately € 105 million after
deduction of the estimated expenses and commissions and applicable taxes (if any) payable by it in
connection with the Offering.

The Company will use the aggregate net proceeds from the Offering, as part of the refinancing of the
Company, to repay part of the amount outstanding under the Bridge Loan (as defined below). The
Company envisages to repay the remainder of the Bridge Loan with funds drawn under the New Loan
(as defined below), see “THE ACQUISITION - Financing of Acquisition”. The remainder of the New
Loan will be used to repay the remaining existing facilities of the Company (see “THE ACQUISITION
- Financing of Acquisition — Mandate Letter”).

If the Over-Allotment Option is exercised, the net proceeds from the issue of the Over-Allotment
Shares will be received by the Company and will be used for the same purpose as the proceeds from
the issue of the Firm Shares.
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DIVIDENDS AND DIVIDEND POLICY

General
Distribution of profits only takes place following the adoption of the annual accounts from which it

appears that such distribution is allowed. See “DESCRIPTION OF SHARE CAPITAL AND
CORPORATE STRUCTURE - Profits/dividends” for a more detailed description.

The Executive Board may, subject to the approval of the supervisory board (Raad van Commissarissen)
of the Company (the “Supervisory Board”) and subject to Dutch law and the Articles of Association,
resolve to distribute an interim dividend.

On the proposal of the Executive Board, and subject to the approval of the Supervisory Board, the
General Meeting may resolve that dividends are to be fully or partly paid in the form of Ordinary Shares
instead of in cash or that the shareholder may choose between the two.

Dividend history
The Company traditionally pays dividends in respect of the Ordinary Shares.

The dividends for the financial year 2005 amounted to € 1.40 per Ordinary Share. The payout
percentage amounted to 50.4% (IFRS) of the net profit reported. The dividends for the financial year
2004 amounted to € 1.00 per Ordinary Share (adjusted for the current nominal amount of €0.50 each;
at that time Ordinary Shares had a nominal amount of €1.00 each). The payout percentage amounted
to 49.4% (IFRS). The dividends for the financial year 2003 amounted to € 0.80 per Ordinary Share
(adjusted for the current nominal amount of €0.50 each; at that time Ordinary Shares had a nominal
amount of €1.00 each). The payout percentage amounted to 50.1% (Dutch GAAP).

Dividend policy

Taking into account the Company’s growth targets and the financial resources necessary to achieve
these, the Company aims to continue to pursue a stable dividend policy. In general, the Company aims
to reserve approximately 50% of the results available to holders of Ordinary Shares and to pay the
remaining 50% as dividends. The shareholders will have the choice to receive dividends in the form of
Ordinary Shares and/or cash.

The Company does not give any assurances that it will declare any dividend in the future and gives no
assurance as to the amount of any such dividend.

The Company’s dividend policy is discussed at each annual General Meeting.

Dividend ranking of Ordinary Shares

Upon issue, any Preference Shares or Financing Preference Shares will rank first and second,
respectively, before Ordinary Shares with respect to any dividend which the Company may declare.
See “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE - Profits/dividends” for
a more detailed description. As at the Publication Date, no Preference Shares or Financing Preference
Shares are outstanding.

All Ordinary Shares, including, upon issue, the Firm Shares and, if the Over-Allotment Option will be
exercised, any Over-Allotment Shares, rank equally in all respects and will be eligible for any dividend
which the Company may declare on its Ordinary Shares.

Manner and time of dividend payments

Payment of any dividend on Ordinary Shares in cash will be made in euro. Any dividends will be paid
to shareholders through Euroclear Nederland, the centralised securities custody and administration
system. Dividends would be credited automatically to shareholders’ accounts without the need for
shareholders to present documentation proving their ownership of the Ordinary Shares.

Dividends will be due and payable one month after they have been declared, unless the General
Meeting determines otherwise upon proposal of the Executive Board.

Uncollected dividends

A claim for any dividend declared lapses five years after the start of the second day on which it
becomes due. Any dividend that is not collected within this period, reverts to the Company.
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Taxation on dividends

In principle, dividend payments are subject to withholding tax in the Netherlands. See “DUTCH
TAXATION?” for a discussion of certain aspects of Dutch taxation of dividends and refund procedures.
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THE ACQUISITION

Introduction

On 16 October 2006, the Company, Royal Bank Investments Limited and Others (as defined in the Sale
and Purchase Agreement (as defined below)) (the “Investor Sellers”) and several individuals as listed
therein, including Mr. Cook, Mr. Dixon and Mr. Wilson, (the “Management Sellers” and together with
the Investor Sellers, the “Sellers”) entered into a sale and purchase agreement in relation to the sale
and purchase of all issued and outstanding shares in the share capital of WYKO (the “Sale and
Purchase Agreement”). The transfer of these shares was effected on 17 November 2006.

Through the acquisition of WYKO, ERIKS has taken a significant step towards meeting its commercial
objectives (see “INDUSTRY AND BUSINESS OVERVIEW - Strategy”):

- WYKO is the largest supplier of engineering parts (particularly power transmissions, sealing
technology, fluid power and maintenance products) in the United Kingdom with a market share
of 10-15% (source: WYKO)

- WYKO will provide ERIKS with a major position in a new domestic market

- WYKO has a well-developed range of technical and logistics services

- WYKO will strengthen the position of ERIKS in its existing markets

- WYKO will provide ERIKS with a new market for product lines and services in the United
Kingdom

The Company expects that the Acquisition will result in:

- better service provision to its pan-European customers

- expansion of WYKQO’s product range with ERIKS’ product groups

- developing the OEM market in the United Kingdom (see “INDUSTRY AND BUSINESS
OVERVIEW - OEM”)

- expansion of ERIKS’ product range with WYKO products and services (in particular pneumatic
and electromechanical power transmissions and outsourcing solutions)

- expansion of national and European logistics services

History

WYKO was founded over 40 years ago in the United Kingdom. Between 1980 and 2000, WYKO
experienced strong growth by acquiring many local distributors. In 1999, an investment fund of the
Royal Bank of Scotland delisted WYKO. In the following years, further acquisitions were realised, some
non-core activities were divested and WYKQO'’s product range was expanded.

WYKO

WYKO consists of a number of know-how driven and specialised business units which each serve their
individual markets. The core of WYKO is WYKO Industrial Services (“WIS”), an engineering and
distribution organisation with approximately 110 branch operations and 103 ‘insites’ within customers.
The valuation underlying the Acquisition is based on assumed annual sales (financial year 2006-2007)
of WIS of approximately £ 218 million.

In addition, four specialised companies are part of WYKO. These companies develop, manufacture
and sell a number of specific technical parts under their own brand names. The assumed annual
external sales (financial year 2006-2007) of these four companies total approximately £ 22 million.

In the last 3 years WYKO realised an average growth in sales of 6% per year, which was achieved
despite disappointing macro-economical figures in the United Kingdom. The main growth was
achieved in the activities of outsourcing solutions.

WYKO has a range of products and services for MRO customers. Furthermore, it is active in the field
of repair, service and condition-monitoring of electromechanical components and systems in power
transmissions and outsourcing solutions and insites. WYKQO'’s product range consists of:

- power transmissions (hydraulics, pneumatics, electromechanical and bearings)
- sealings
- special technology

As at 30 April 2006, WYKO employed 2,034 employees.
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Organisation
The total organisation of WYKO can be presented as follows:

WYKO holding
30 employees

National distribution
centre and other 4 specialised
supporting services WYKO operating companies,
International UK, USA and Malaysia

WYKO Industrial Services (WIS) is subdivided into:

- WYKO Industrial Distribution (“WID”)
—  WYKO Electrical and Mechanical Engineering Services (“WEMS?”)
- WYKO Integrated Solutions (“IS”)

WYKO Industrial Distribution (WID)

This unit, with approximately 80 branch operations, 18 customer insites and 660 employees, offers
WYKO'’s total products and services range to the MRO market. It is assumed that WID realises external
sales (financial year 2006-2007) of approximately £ 100 million. Depending on the customer type, the
market is approached by national account managers, regional representatives, specialised sales
engineers and a national call centre. The national distribution centre located in Birmingham and the
other support services have 170 employees.

WYKO Electro Mechanical Engineering Services (WEMS)

This unit has approximately 30 branch operations, some of which are shared with WID, and 548
employees. It is assumed that WEMS realises sales (financial year 2006-2007) of approximately £ 35
million. The repair activities include especially the repairing of electric motors, pumps, gear boxes,
electronic control systems, and advising customers on increasing and optimising the capacity of
existing manufacturing plants (condition monitoring services).

WYKO Integrated Solutions (IS)

This is a fast growing activity with 85 customer insites. It is assumed that external sales (financial year
2006-2007) of approximately £ 70 million is realised with 300 employees. Services are provided in-
house to customers with a generally small team of 3 to 5 employees. In addition to the WYKO core
products and services many other consumables are purchased and supplied.

Mutual relationship between WID, WEMS and IS

The mutual relationship between the traditional role of a stockist distributor, the option of offering
logistics concepts and the repair and monitoring activities of the WEMS shops strengthen the three
separate activities.

WYKO International

From its own branch operations in the Netherlands, Belgium, Germany, Slovakia and Ireland, WYKO
International offers products and services to international customers with 76 employees. A branch
operation in the Czech Repubilic is being set up.

Specialised companies

- Rencol (assumed sales £ 8.0 million (financial year 2006-2007)). This company with operations in
the United Kingdom and Malaysia develops and manufactures a range of tolerance rings for
applications in the automotive and computer industry
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- Revolvo (assumed sales £ 2.5 million (financial year 2006-2007)). This company develops and
manufactures a range of specialised bearings and supplies them to industrial end users and
distributors

- WYKO Tire Technology (assumed sales £ 9.0 million (financial year 2006-2007)). With branch
operations in the United Kingdom and the USA, tooling is developed and manufactured for car
tyre manufacturers

- Pioneer Weston (assumed sales £ 2.5 million (financial year 2006-2007)). This company develops
and manufactures a range of mechanical seals and rotary axle seals

Integration

In order to advance the integration of WYKOQO'’s business operations into ERIKS an integration team has
been formed consisting of Mr. Van der Zouw, Mr. Wilson and members of senior management. This
team will identify issues, develop step plans to take up these issues and form a working group to
execute these step plans.

When integrating WYKO into the ERIKS operations, the Company intends to expand WYKQ’s product
and service range with ERIKS' product groups (sealing, industrial hoses and valves) and to develop
the integrated business model in respect of distribution, repair and outsourcing. The Company intends
to implement ERIKS’ two business models into the WYKO operations in the coming years. The
Company intends to develop the OEM market in the United Kingdom. ERIKS’ product range in the
Netherlands, Belgium and Germany will be expanded in particular with WYKO pneumatic and
electromechanical power transmission products and services and outsourcing solutions. Growth of
WYKOQO’s outsourcing activities will require investment in working capital.

Further to the Acquisition, the proportion of sales relating to MRO customers will increase to almost
65%. As follows from the charts below, the distribution of sales by country changes considerably as
a result of the Acquisition.

ERIKS (excluding WYKO) ERIKS (including WYKO)
: France
USA SOUth_I_Esijt Asia 2 704 South-East Asia
France 4.4% o USA 0.8%
4.8% 3.5%
e Germany
Germany Netherlands 13.1% Great Britain
21.5% 41.8% 40.4%

Belgium
15.2%

Belgium Netherlands

26.0% 24.2%

As follows from the charts below, the distribution of sales by customer type also changes considerably
as a result of the Acquisition.

ERIKS (excluding WYKO) ERIKS (including WYKO)
Distributors and Distributors and

export Contractors and  export

10.6% projects 6.1%

Contractors and 4.0%

projects
71%

OEM
33.8%

OEM
Maintenance 25.7%
(direct)
48.5% Maintenance
(direct)
64.2%
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Summary of the Sale and Purchase Agreement
The principal terms and conditions of the Sale and Purchase Agreement are summarised below.

Consideration

The purchase price for all issued and outstanding shares in the share capital of WYKO amounted to
£ 139 million (€ 206 million) on a cash and debt free basis. In addition, it was agreed that when any
tax saving accrues to a member of ERIKS, the Company shall pay the Investor Sellers 50% of such
tax saving (less the proportionate share of reasonable costs made in relation to achieving the tax
saving). In this context, tax saving means the reduction or elimination of a tax liability, or repayment of
tax, to the extent this occurs after 31 August 2006, in respect of any accounting period of ERIKS
ending after 17 November 2006, and is the result of the use of any losses. Losses is construed as tax
losses of WYKO to the extent that they have arisen before 31 August 2006 and to the extent that they
give rise to any relief, allowance, deduction, exemption or set-off from, against or in respect of
corporation tax, in the computation of income profits or gains for the purpose of corporation tax or any
credit against corporation tax. It was agreed that ERIKS shall use all reasonable endeavours to utilise
the relevant tax losses for the benefit of the Company within a 6 year period after completion of the
Acquisition.

Representations, warranties and indemnities

The Sellers made certain representations, warranties and indemnities to the Company. These
representations, warranties and indemnities are subject to certain limitations and restrictions on the
Company bringing claims and, in the case of warranties, to certain general and specific disclosures.
The Company believes that the liabilities associated with the Acquisition are adequately covered by
the provisions in the Sale and Purchase Agreement.

Covenant not to compete

Subject to the Company’s prior written consent, the Management Sellers will, amongst others, for a
period of two years after the date of completion, not be involved in certain activities which compete
with WYKQ’s business, not solicit, entice or seek to entice away WYKO’s senior employees and they
will not solicit or endeavour to solicit any WYKO customer who has been a customer during the period
of two years immediately preceding the date of completion.

WYKO

Now that the Acquisition has been completed, WYKQO’s business will be divided among the existing
clusters of ERIKS (see “INDUSTRY AND BUSINESS OVERVIEW - Clusters”), provided that WYKQO's
operations in the United Kingdom, WYKO Specialist Technology, WYKO Ireland and WYKO Nigeria will
be part of the newly created cluster ERIKS UK. The Company intends to finalise the initial phase of
integrating WYKO’s business into ERIKS within approximately 12 months after completion of the
Acquisition, which took place on 17 November 2006. Implementing ERIKS’ business models is
expected to take several years.

Shortly after the completion of the Acquisition, the (former) CFO of WYKO, Mr. J. Cook, stepped down
from the executive board of WYKO in mutual agreement. His duties were taken over by WYKO’s
management. This resignation did not affect WYKQO’s day-to-day management or ERIKS in any other
way and it is not expected to do so in the future.

Financing of Acquisition

The Company financed the purchase price for all the issued and outstanding shares in the capital of
WYKO by means of a € 270,000,000 bridge credit facility with Codperatieve Centrale Raiffeisen-
Boerenleenbank B.A. (“Rabobank”) as lender, dated 16 October 2006 (the “Bridge Loan”).

The following contains a summary of the material provisions of the Bridge Loan.

Bridge Loan

Pursuant to the Bridge Loan, up to € 220,000,000 is available to the Company for the purpose of the
Acquisition and for the purpose of financing the costs related to the Acquisition. Part of this loan has
also been used as working capital for WYKO. In addition, pursuant to the Bridge Loan, up to
€ 50,000,000 is available to the Company for the refinancing of all existing debit.

33



Repayment

The Bridge Loan will terminate on 16 July 2007 and any amount still outstanding will be due in full
immediately on that date. The Bridge Loan may be prepaid at any time in whole or in part without
premium or penalty, save for customary break-up costs. Any amount repaid or prepaid (whether
voluntarily or otherwise) may not be re-borrowed.

Interest rates

Loans under the Bridge Loan bear interest at a percentage rate per annum (calculated on a 360/365
days basis) equal to IBOR, being EURIBOR or LIBOR, plus the margin and mandatory costs, if any.
The margin equals 0.5% per annum.

The Company must select the interest periods for a loan. If the Company fails to do so in accordance
with the Bridge Loan, the term will in principle be three months. The applicable margin on all overdue
amounts owing under the loan documentation will generally increase by 1% per annum.

Guarantees

None of the Company’s obligations under the Bridge Loan are guaranteed. The Company has not
granted any security in relation to its obligations under the Bridge Loan.

Covenants

The Bridge Loan contains certain customary negative covenants. The Bridge Loan also requires the
Company to deliver its financial statements to Rabobank, and to observe certain affirmative
undertakings subject to materiality and other customary and agreed exceptions. These affirmative
undertakings include, but are not limited to, undertakings related to (i) compliance with laws, (ii) pari
passu ranking, (i) no further indebtedness, (iv) proper insurance and (v) disposals and acquisitions.

Events of default

The Bridge Loan sets out certain customary events of default, including, but not limited to, a cross-
default, the occurrence of which would allow Rabobank to accelerate all outstanding loans and
terminate its commitments.

Mandate letter

The Company entered into a mandate letter with Rabobank pursuant to which Rabobank agreed to
arrange and underwrite a € 200,000,000 unsecured multicurrency syndicated credit facility (the “New
Loan”) to be used for the purpose of refinancing the Acquisition and all existing facilities of the
Company. The mandate letter sets out the principal terms of the New Loan and is subject to the
satisfaction of certain customary conditions, including, but not limited to, the Offering being
completed, completion of legal, regulatory and financial due diligence in respect of ERIKS and the
absence of events or circumstances which have adversely affected ERIKS’ business or financial
conditions, operations or performance since the date at which the Company’s latest consolidated
audited financial statements were prepared. Furthermore, the New Loan documentation must be
prepared, executed and delivered within 9 months after the signing date of the Bridge Loan.

The principal terms of the New Loan include, but are not limited to, the following:

- unsecured multicurrency (€ and £) term loan for the amount of € 50,000,000 and an unsecured
revolving loan for the amount of € 150,000,000

- 5 year term

- interest at a percentage rate equal to EURIBOR, plus the margin and certain mandatory costs, if
any. The margin will depend on the leverage ratio.
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CAPITALISATION

The following table sets out the Company’s consolidated capitalisation as at 30 November 2006
(amounts in € million) and has not been audited by an independent auditor.

Total current debt..............o e 223.1
LU= T= g (== o [ PPRRRT 0
ST =T o (Yo U PPRRRT 0.5
UNQUAaranteed/UNSECUIEA .......cuueiiieiiiiieee e et e e et e ettt e e s et e e e e s enre e e e s samne e e e e s aannneeeeeanns 222.6
Total non-current debt (excluding current portion of long term debt)....................... 24.0
LU= T= g (== o [ PPRRRP 0
ST =T o (Yo U PPRRRT 18.9
UNQUAaranteed/UNSECUIEA .......cuueeieeiiiiieie e ettt e e ettt e ettt e e e et e e e s s e e e e e s sanne e e e e s aannneeeeeanns 5.1
Shareholder’s @QUILY ... e 120.7
Share CaPItal M........ccee ettt ettt ettt e et et e et e et e et e et e ebeeteeneeeaeennas 4.0
LEQAI FESEIVES @) ...ttt et e st e e e steeaeeseeseeseeseese e e e e e sensesseasesnenreas 0.9
OFNEI FESEIVES @) ...ttt ettt ettt et e et eete et e eaeeeteentesbeeteeneeeaeennas 115.8
L1 1= < U PRRRRT —
Notes:

(1) The Company’s authorised share capital amounts to € 19 million, consisting of 15 million Ordinary Shares with a nominal
value of € 0.50 each, 19 million preference shares in the share capital of the Company with a nominal value of € 0.50 each
(the “Preference Shares”) and 4 million financing preference shares in the share capital of the Company with a nominal
value of € 0.50 each (the “Financing Preference Shares”). As at 12 January 2007, the issued and paid up share capital
comprised 8,030,776 Ordinary Shares with a nominal value of € 0.50 each. (See “DESCRIPTION OF SHARE CAPITAL AND
CORPORATE STRUCTURE - History Company’s share capital”).

(2) The legal reserves comprise of the currency exchange reserve and the hedge reserve as per 30 September 2006. These
reserves have not changed significantly as per 30 November 2006.

(8) The other reserves comprise of share premium (agio) and the retained earnings minus dividend paid in June 2006 as per
30 September 2006 and do not include the result for the current year.
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OPERATING AND FINANCIAL REVIEW

Although WYKO forms a substantial part of ERIKS as of the completion of the Acquisition, this
prospectus contains no discussion of WYKQ’s financial condition and results of operations. The
discussion in this chapter is limited to a discussion of ERIKS’ financial condition and results of
operations for the nine months ended 30 September 2006 and 2005 and the years ended 31
December 2005, 2004 and 2003, which periods all preceded the Acquisition. The Acquisition was
completed on 17 November 2006. There has been no subsequent release of consolidated financial
information by the Company and as such, it is not possible to discuss ERIKS’ financial condition and
results of operations relating to any period after the completion of the Acquisition. Furthermore, the
Company is not in a position to discuss WYKQO’s financial condition and results of operations for any
period preceding the Acquisition as the Company has only recently completed the Acquisition. The
financial information in this Prospectus relating to WYKO on a stand alone basis is limited to WYKO’s
audited consolidated financial statements for the year ended 30 April 2006, including the notes
thereto, included elsewhere in this Prospectus, that have been prepared in accordance with UK GAAP.
See “INDEX TO FINANCIAL INFORMATION - Financial statements WYKO”.

The following discussion of ERIKS’ financial condition and results of operations must be read in
conjunction with the Company’s unaudited consolidated financial information for the nine months
ended 30 September 2006 and 2005, including the notes thereto, and the Company’s audited financial
statements for the years ended 31 December 2005, 2004 and 2003 including the notes thereto (see
the F-pages). The Company’s audited financial statements for the years ended 31 December 2004 and
2003 have been prepared in accordance with Dutch GAAP and have been prepared in accordance
with the same accounting principles. The Company’s audited financial statements for year ended
31 December 2005, including comparative figures for 2004 and unaudited interim financial statements
for the nine months periods ended 30 September 2006, including comparative figures for 2005, have
been prepared under IFRS.

The Company’s consolidated financial statements prepared in accordance with Dutch GAAP and the
Company’s consolidated financial statement prepared in accordance with IFRS are not directly
comparable as Dutch GAAP differs from IFRS in certain significant respects.

The following discussion contains forward-looking statements, which involve risks and uncertainties.
The actual results may therefore differ significantly from the results discussed in the forward-looking
statements. See “CERTAIN NOTICES TO INVESTORS - Forward-looking statements”.

Acquisitions and divestments

The following acquisitions and divestments substantially affected ERIKS’ financial condition and
results of operations for the nine months ended September 30, 2006 and 2005 and the years ended
31 December 2005, 2004 and 20083.

2006

As of 1 January 2006, the activities of Acona Hydraulik Systeme, Germany, were acquired for € 0.1
million, which included € 0.1 million goodwill. The Company expects the annual contribution to sales
at approximately € 3.5 million (financial year 2006).

As of 6 July 20086, all shares of RIV-Charleroi s.a., Belgium, were acquired for € 0.9 million (including
costs). The Company expects the annual contribution to sales at approximately € 2.5 million (financial
year 2006).

As of 1 October 2006, all shares of Passerotti sp.z.0.0. and all activities of Mowta Bogdan Porzych
sp.z.0.0. were acquired for € 5.9 and € 1.5 million respectively. The Company expects the annual
contribution to sales at approximately € 5 and € 1.5 million respectively (financial year 2006).

As of 1 November 2006, all shares of Turpen and Associates Inc., United States, were acquired for
USD 7.4 million, which included USD 4.3 million goodwill. The Company expects the annual
contribution to sales at approximately USD 11 million (financial year 2006).

2005
No acquisitions or disposals were made in the financial year 2005.
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2004

As of 1 January 2004, the activities of a trading company in Roeselare, Belgium, were acquired via the
Baudoin group for € 1.7 million, which included € 0.8 million goodwill. The annual contribution to sales
amounted to approximately € 6 million (for the financial year 2004). As of 1 January 2004, the activities
of ERIKS Aerospace, Inc. in the United States (annual sales USD 3.5 million) were disposed of with a
book loss of USD 0.1 million. This book loss was offset by a book profit of USD 0.1 million from the
settlement of the activities of ENA, Inc. in the United States that were sold in 2003.

As of 15 May 2004, all activities of Freudenberg Simrit B.V. in Naarden, the Netherlands, were acquired
by ERIKS B.V. for € 1.7 million, of which € 1.3 million was goodwill. The expected annual contribution
to sales amounted to approximately € 2.6 million for the full financial year 2004.

As of 1 June 2004, all trading activities of Steinebronn Industrietechnik in Germany were acquired. The
total investment was € 9.1 million. The goodwill included in the purchase price for the assets
amounted to € 2.1 million. The expected annual contribution to sales amounted to approximately € 28
million for the full financial year 2004.

2003

As of 1 January 20083, all shares of Van Eyle & Ruygers B.V., the Netherlands, were acquired for € 8.35
million, which included € 6.35 million goodwill. Annual contribution to sales was approximately € 24
million for the full financial year 2003.

Critical accounting policies and estimates

General

The consolidated financial statements of the Company and its consolidated subsidiaries are prepared
using accounting principles in accordance with IFRS. Reference is made to the Company’s financial
statements for 2005 as included in this Prospectus.

Significant estimates and formation of opinion by Executive Board

When preparing the annual figures, the Executive Board makes basic assumptions and estimates for
the future which in practice can deviate from reality.

In this context, the annual goodwill impairment test in particular is regarded as being susceptible to
changes. After the Acquisition, approximately 25% of the assets recorded in the balance sheet will
consist of goodwill. For the purpose of impairment testing, goodwill is allocated to cash-generating
units. If the recoverable value is lower than the carrying amount, the difference is charged to result as
impairment loss. ERIKS’ judgement relating to the fair value of assets and liabilities, including goodwill,
is affected by factors such as assumed economic conditions and expectations about ERIKS’ markets
and operating performance. These factors may change over time and may cause ERIKS to record
additional impairment charges which may adversely impact ERIKS’ operating results and net profits.

Also fair value and hence the impairment charge is sensitive to the discount rate chosen. The discount
rate is derived from the estimated weighted cost of capital, reflecting the risk profile of the cash-
generating units. As the impairment charge is not tax deductible, any increase or decrease in
impairment would impact net profit on a euro for euro basis.

Furthermore, when determining the value of deferred tax assets on account of off-settable losses,
estimates were made as to future profits.

Valuation methods of external parties are used to assess the present value of the obligations under the
defined benefit plan and of the plan assets and the derivative financial instruments.

Derivative financial instruments

The Company uses derivative financial instruments to hedge its exposure to interest rate and foreign
exchange rate risks arising from operational and financing activities. In accordance with the group’s
treasury policy, derivative financial instruments will not be held or issued for trading purposes.
Derivative financial instruments are carried at fair value.

The fair value of interest rate swaps is the estimated amount that would have to be received or paid
to discontinue this swap as per the balance sheet date, taking the present interest rate into account.
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The fair value of the forward currency contracts and the currency options is the published market price
(forward exchange rate) at the balance sheet date.

Material factors affecting the Company’s results of operations and financial condition

The Company believes the following factors have had and will continue to have a material effect on
ERIKS’ results of operations and financial condition.

Net sales

ERIKS derives revenues from the distribution of mechanical engineering components and the delivery
of services to the Company’s customers. Revenues are the proceeds from the goods and services
supplied net of discount and sales tax. Revenue is recognised when the significant risks and reward
of ownership are transferred to the buyer. Net sales from rendering services is recognised by the
reference to the stage of completion.

The size of the market in which ERIKS operates is highly depending on the economic cycle, and the
industrial output related to that. In its main market, Western Europe, the trend among customers is to
relocate businesses to low cost countries, such as South East Asia and Eastern Europe. Only the
development of new industries can ensure growth of the whole market. The sales of ERIKS are
distributed widely over many customers because of its broad approach to the market, ERIKS’
presence in materially all industries and ERIKS’ contacts with different customer groups, this
diversification should slow down the cycle effects on the operational and financial results. A large
proportion of sales are generated in the maintenance market, which is less sensitive to fluctuations in
the economy. The market for ERIKS’ OEM products on the other hand shows a higher sensitivity to
the economic cycle. ERIKS aims to mitigate the cyclicality risk profile by extending the number of
operations in Belgium and the Netherlands that have strengthened ERIKS’ position in the maintenance
market. Although the market ERIKS operates in still is very fragmented, competition increasingly
comes from manufacturers forwardly integrating in the value chain. Specifically in the OEM market,
manufacturers are focusing to pass by distributors and directly deliver products to end users.

Cost of sales

Cost of sales comprises the purchase price and reductions in value directly attributable to the goods
supplied, as well as the costs of warehousing, production and distribution.

Operating costs (selling and general administrative expenses)

Operating costs include payroll costs of all ERIKS employees. Many of ERIKS’ operating costs,
including variable payroll costs and costs of physical distribution, production and selling costs can be
related directly to the business activity level.

The Company’s head office costs are allocated to the group companies and are not reported
separately in this chapter.

Tax

The Company applies a group finance company regime available under Dutch tax law (concern
financieringsmaatschappij). It has obtained a ruling on this regime, which ends as per 31 January 2008.
No extension is possible. The Company is actively reviewing all options available to replace this regime
with an equally attractive financing regime.

At year-end 2005 the company has € 4 million taxable losses available, which are not fully recognised
as a deferred tax asset. Utilisation of these taxable losses depend on the ability of ERIKS to generate
future taxable profits in the relevant jurisdictions and the relevant legal entities.

Consolidated results of operations

The following discussion and analysis of the Company’s consolidated results of operations and
financial condition is based on the following Company’s historical results:

- nine months ended 30 September 2006 and nine months ended 30 September 2005 under IFRS
(unaudited)

- year ended 31 December 2005 and year ended 31 December 2004 under IFRS

- year ended 31 December 2004 and year ended 31 December 2003 under Dutch GAAP
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Comparison of the nine months ended 30 September 2006 and the nine months ended 30
September 2005 under IFRS

Consolidated results from operations

(€ in millions, except percentages) Nine months ended 30 September
(unaudited)

Consolidated income statement 2006 2005 Change
IFRS IFRS

NEL SAIES .. 372.8 336.7 10.7%

Operating result (EBITA) ... 31.5 24.8 27.1%

as percentage of net sales........cccoooieiiiiiiii e 8.5% 7.4%

Result from financial income and expenses...........ccccceeeeee. (1.0) (2.0

Result from associates..........eueeeiieiiiiiiiiiiieieeeee s — —

Results before taxes...........cccoooiiiiiiiiiiiiii s 30.5 22.8

- 0 R (9.8) (7.5)

Result after taxes ... 20.7 15.3 35.4%

Minority INTEreSst ... 0.1) (0.1)

Result from ordinary activities...............ccccccciiiinnin, 20.6 15.2 35.7%

Amortisation intangible fixed assets from acquisitions......... 0.1) 0.1)

Netresult..........ooooiiii s 20.5 15.1 36.0%

Net sales

The Company’s revenues increased by € 36.1 million, or 10.7%, to € 372.8 million in the nine months
ended 30 September 2006 from € 336.7 million in the nine months ended 30 September 2005. This
increase was primarily due to organic growth of € 32.2 million, or 9.7%. The remainder of the increase
in revenues was due to an increase of € 3.5 million due to the minor acquisitions in 2006 and an
increase of € 0.4 million due to favourable exchange rates.

Regional results of operations

In the relevant periods ERIKS (excluding WYKO) is divided into six regional clusters. Each cluster
serves a specific geographical market. A cluster engages in one or more core activities and disposes
of all the disciplines needed to carry out complete operational management on its own. The following
table sets forth the Company’s revenues by cluster for the periods indicated:

(€ in millions, except percentages, autonomous excluding currency fluctuations)
Nine months ended 30 September (unaudited)

Revenues per cluster 2006 2005 Change Auto-
nomous

IFRS IFRS in % in %

Netherlands .........oocceeeiiiiiiiee e 156.8 140.2 11.9% 10.3%
Belgium....cieeee e 93.2 87.1 7.0% 8.8%
GEIMEANY ..ot 83.4 73.9 12.9% 9.0%
France ... 17.1 16.5 3.1% 3.1%
United States......coocvveeeiiiiiiiee e 16.6 14.4 15.9% 14.3%
South East ASia ......ccceeeeeiiiiiiiieeicieeee e 5.7 4.6 21.8% 15.9%
372.8 336.7 10.7% 9.5%

In Germany, the sales increased with € 9.5 million, or 12.9% to € 83.4 million from € 73.9 million in
the first nine months ended on 30 September 2005. This was partly caused by the acquisition of the
trading activities of Acona Hydraulik-Systeme GmbH, as from 1 January 2006. The nine-month 2006
sales of Acona amounts to approximately € 2.9 million.
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Further sales growth of the Belgium cluster is expected to be realised in the future, as RIV-Charleroi
s.a. was acquired at 6 July 2006. In the third quarter of 2006, the sales of RIV-Charleroi amounted to
approximately € 0.6 million.

Revenues by core activity

Revenues generated by ERIKS can be divided into the five following core activities; sealing technology,
power transmissions, flow technology, industrial plastics and tools and maintenance products. The
revenues of the different core activities for the periods indicated are presented below.

(€ in millions, except percentages, autonomous including currency fluctuations)
Nine months ended 30 September (unaudited)

Revenues per core activity 2006 2005 Change Auto-
nomous

IFRS IFRS in % in %

Sealing Technology........ccovceieeiiiiiiieeieiiieenn, 84.1 75.7 11.1% 11.1%
Power TransmisSioNS......ccooeeveieieiiieieceeeceeeeeees 129.8 118.2 9.8% 7.1%
Flow Technology .......ccceceeerieeeriiieeeeee e 82.5 73.9 11.6% 11.5%
Industrial PlastiCS........uueiiiiiiiieieeeee e 21.4 19.3 10.9% 11.3%
Tools and Maintenance products................... 55.0 49.6 10.9% 10.4%
Total revenues...........ccccceeveeciieee e 372.8 336.7 10.7% 9.7%

Revenues per customer group

(€ in millions, except percentages, autonomous including currency fluctuations)
Nine months ended 30 September (unaudited)

Revenues by customer group 2006 2005 Change Auto-
nomous

IFRS IFRS in % in %

MaintenanCe .......ccceeeieeiieeee e 178.5 163.8 9.0% 7.8%
OEM ..ttt 131.9 113.8 15.9% 14.3%
Contractors and projects......ccccceeeeeeeccenvennnnn. 24.7 22.9 7.9% 10.4%
Distributors and exports..........cccccevvveeeeeeeennnn. 37.7 36.2 4.1% 3.5%
Total revenues...........ccceevveeiiieee e 372.8 336.7 10.7% 9.7%

Operating result
The following table sets forth the Company’s operating result per cluster:

(€ in millions, except percentages)
Nine months ended 30 September

(unaudited)

Operating results per cluster 2006 2005 Change

IFRS IFRS in %
The Netherlands...... ... 17.5 12.4 41.1%
BelGiUM .. 7.7 6.6 16.7%
LT g0 =T o YR 6.9 4.8 43.8%
FranCe ... 0.1 0.5 (80.0%)
United STates ....uueeiiiiiiiee e 1.9 1.5 26.7%
SoUth EaSt ASIa....cciiiiiiiiiiieiiiiiee e 0.3 0.2 50.0%
ERIKS QrOUD NV..ciiiiiiiiiee ettt e e sneeee e (2.9 (1.2)
Total operating results...............ccoee e, 31.5 24.8 27.1%
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Comparison of the year ended 31 December 2005 and the year ended 31 December 2004 under
IFRS

Consolidated results from operations

(€ in millions, except percentages)
Year ended 31 December

Consolidated income statement 2005 2004 Change
IFRS IFRS

NEL SAIES ... 448.5 423.4 5.9%

COSt Of SAIES ..eeeeiiiieie e (331.6) (312.2)

Gross profit on sales............ccceeeeiiiiiiiiii 117.0 111.2

Gross profit Margin ... 26.1% 26.3%

Other operating iINCOME ......cccuviiiiiiiiieee e 2.0 0.0

SAlES EXPENSES .eiiiiiiiiiiieieie et (71.8) (69.1) 3.8%

General administrative eXpenses..........ccccuuieiieiieeiieieeeeccens (11.4) (10.8) 5.3%

Operating result ... 35.8 31.3 14.4%

as percentage of net sales........cccocieiiiiiiieen 8.0% 7.4%

Result from financial income and expense..........cccccceeeeeeee. 2.7 (8.0)

Result from associates..........eueeeeieeiiiiiiiiiieieeeee s 0.0 0.0

Results before taxes...........cccooviiiiiiiiiiiiis 33.1 28.3

- DS R (11.0 (9.8)

Result after taxes ... 22.1 18.6

At the disposal of stockholders ..........ccccccveiiiiiiiiiiiiiiieeeen, 221 18.5 19.3%

Minority interest .......ooov i 0.0 0.1

Result after taxes ... 22.1 18.6 18.9%

Net sales

Total revenues increased by € 25.1 million, or 5.9%, to € 448.5 million in 2005 from € 423.4 million in
2004. An amount of € 12.4 million, or 2.9%, of this increase was due to autonomous growth and
€ 12.7 million, or 3%, was due to currency exchange differences and acquisitions made in 2004.
Autonomous growth was realised despite the stagnated growth of the industrial output in most
clusters.

Revenues by cluster
The following table sets forth the Company’s revenues by cluster for the periods indicated:

(€ in millions, except percentages, autonomous excluding currency fluctuations)
Year ended 31 December

Revenues per cluster 2005 2004 Change Auto-
nomous

IFRS IFRS in % in %

Netherlands .........oocceeeriiiiieee e 187.7 181.4 3.4% 2.9%
BelgiUm ..ccoiiieiee e 116.5 110.1 5.8% 5.8%
LT g0 =T o |V 96.4 85.0 13.5% (0.4%)
FranCe ....cuuii i 21.6 21.6 0.1% 0.1%
United States......coocveeeeiiiiiiiee e 19.9 19.6 1.3% 1.3%
South East ASial ......cccvveeeiiiiiiiie e, 6.4 5.7 13.0% 11.7%
448.5 423.4 5.9% 2.9%

The revenue increase in the Netherlands of € 6.3 million or 3.4% is for the major part caused by
autonomous growth, which represented 2.9% of the increase. This is entirely attributable to an
increase of market share as the total industrial output in the Netherlands fell by 0.1%.
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In Belgium, revenues have increased with € 6.4 million, 5.8% to € 116.5 million. The increase in
market shares in all core activities attributed to the growth. This growth was realised despite the 2.2%
decline in industrial output. The growth was achieved by continuously deepening and sharpening the
commercial policy, intensification of the cooperation between companies, expansion in the use of
logistics services and innovation and modernisation of machinery and the related services at Baudoin.

The German cluster increased revenue by € 11.4 million or 13.5% to € 96.4 million. There was no
autonomous growth in 2005, but a slight decline of 0.4%. The growth in Germany was related to the
acquisition of Steinebronn Industrietechnik GmbH in Stuttgart that was acquired in June 2004. The
development of sales differed among the different branches. The development of the Maisach branch
was disappointing. The sales and logistic organisation at Maisach has been reorganised in 2005. The
branch operations in Bielefeld, Hannover and Neuss showed positive developments. The commercial
and operational controls were adjusted in order to improve future sales.

Revenue in France increased slightly with 0.1% to € 21.6 million from € 21.6 million in 2005. With this
slight increase, the cluster ERIKS France did not meet expectations. Problems are mainly attributable
to the three local trading companies.

Growth in the cluster USA amounted to € 0.3 million or 1.3% to € 19.9 million. This increase has been
realised through autonomous growth of the branch operations at Fort Worth, Texas and New Berlin,
Wisconsin, which was partly offset by a decrease in sales at the branch operations in Seattle,
Washington.

In South East Asia revenue showed an increase of € 0.7 million or 13% to € 6.4 million, of which
11.7% is represented by autonomous growths. The market position and operational control in South
East Asia improved, caused by a better market approach.

Revenues by core activity
The revenues of the different core activities for the periods indicated are presented below.

(€ in millions, except percentages, autonomous excluding currency fluctuations)
Year ended 31 December

Revenues by core activity 2005 2004 Change Auto-
nomous

IFRS IFRS in % in %

Sealing Technology.......ccccceeeeeeeeiieeccciiieeeee, 100.3 96.3 4.1% 3.1%
Power TransmisSionS.......cccccveeeccicevneeeeeeeeennn. 155.5 147.6 5.3% (1.7%)
Flow Technology .....ccccceeeeeeeeeeiiiicccrieeeeeeeeee, 100.0 90.3 10.8% 9.5%
Industrial PlastiCS......cceeeviiiiiiciiiiiieeeee e, 25.7 24.7 4.1% 4.1%
Tools and Maintenance products................... 67.0 64.5 4.0% 3.5%
Total revenues..............ccccccvivieiieieee e 448.5 423.4 5.9% 2.9%

Revenues per customer group

(€ in millions, except percentages, autonomous excluding currency fluctuations)
Year ended 31 December

Revenues by customer group 2005 2004 Change Auto-
nomous

IFRS IFRS in % in %

MaintenancCe ..........eueeeciiieieeeeeeieee e, 217.6 205.5 5.9% 3.9%
OEM ..t 151.6 141.1 7.4% 3.2%
Contractors and projects......ccccceeeeeiiiiienneenn. 31.7 28.7 10.5% 4.9%
Distributors and exports..........ccccceveeeeeviiiinnns 47.6 48.1 (7.0%) (3.2%)
Total revenues.............cccovveviiicieieeeeeeeeeee, 448.5 423.4 5.9% 2.9%

Gross profit

As a result, the gross profits increased with 5.2% or € 5.8 million to € 117.0 million. The gross profit
margin has decreased slightly with 0.2 percentage point to 26.1% in 2005 from 26.3% in 2004.
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Other operating income

Due to the sale of a building in the Netherlands an operating income of € 2.0 million was reported in
2005. This income was classified as exceptional and is non-recurring.

Sales expenses

The sales expenses have increased with € 2.7 million or 3.8% to € 71.8 million. As the total sales
increased with 5.9%, the sales have incurred lower sales costs.

General administrative expenses

Total general administrative expenses have increased with € 0.6 million or 5.3% to € 11.4 million in
2005.

Operating result

The operating result has increased with 14.4% or € 4.5 million to € 35.8 million from € 31.3 million in
2004. The operating result included the exceptional profit on the sale of the building as described
above.

The following table sets forth the Company’s operating result per cluster:

(€ in millions, except percentages)
Year ended 31 December

Operating results per cluster 2005 2004 Change
(before exceptional gain) IFRS IFRS in %
The Netherlands...........eeeeiiiiiiie e 17.8 17.3 2.9%
BelGIUM .. 9.0 8.1 11.5%
(7= g0 g = 1o Y PSRRI 6.0 6.0 (0.71%)
FranCe ... 0.5 0.9 (51.7%)
United States ..ooueii i 2.0 1.6 21.2%
SoUth East ASi@..cciiiiiiiiiiieeeeeee e 0.2 0.1 221.6%
ERIKS GrOUD NV..ciiiieeeee e (1.7) (2.8)

Total operating results...............ccooiiiiiiiiiii, 33.8 31.3 8.1%
Exceptional gain (the Netherlands)........cccccoeeeeeeeeiiiiiicccnnns 2.0 0.0

Total operating profit (EBITA) .....ccocceeeeeeeeee e 35.8 31.3 14.4%

Result from financial income and expense

The results from financial income and expense have decreased by € 0.3 million, or 9.8% to € 2.7
million in 2005. The financial income and expenses relate to time-weighted interest paid, taking into
account the effective interest rate for the receivable or debt concerned. Changes in the fair value of
derivative financial instruments as per 1 January 2005 (2005: € 0,1 million gain; 2004: not applicable)
are also included under financial income and expenses.

Taxes

The tax on the result before taxes amounted to € 11.0 million for 2005 compared to € 9.8 million in
2004. The tax burden amounted to 33.2% in 2005, compared to 34.5% in 2004, mainly due to a
decrease in the income tax rate in the Netherlands.

Net profit

The net profit increased with € 3.6 million or 19.3% to € 22.1 million in 2005 from € 18.5 million in
2004.
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Comparison of the year ended 31 December 2004 and the year ended 31 December 2003 under

Dutch GAAP

Consolidated results from operations
(€ in millions, except percentages)

Consolidated income statement

NEE SAIES ...
(070153 B0 JE=T=1 [T

Gross profit on sales............ccceeeeiiiiiiiiii
Gross profit Margin ...
SAIES EXPENSES .eiiiiiiiiiiiitee et
General administrative eXpenses..........ooccccuveeeiieeeieieeeeieeees
Amortization of goodWill ..........cccvieiiiiiiie

Operatingresult ................ccoooiiiiii e,
as percentage of net sales........vveiiiiiiiiiiiiii
Result from financial income and expense......c.ccccccoeeeennens
Result from associates..........eueeeeieeiiiiiiiiiieieeeee s

At the disposal of stockholders.........ccccceeeeeeeeiiiiicccieeeee,
MiINOrity INTEreSt ...

Result after taxes.........cooevveiiiii e

Net sales

Year ended 31 December

2004 2003
Dutch Dutch
GAAP GAAP

423.4 381.9
(313.3) (283.2)
110.1 98.6
26.0% 25.8%
(69.1) (64.7)
(11.0) (9.4)
(2.8) (2.5)
27.2 22.0
6.4% 5.8%
2.1) (2.2)
0.0 0.0
25.1 19.8
(9.3) (7.7)
15.8 12.1
15.7 12.0
0.1 0.1
15.8 12.1

Change

10.9%

6.8%
16.8%
10.3%

23.7%

31.4%

31.1%

Revenue increased by € 41.5 million or 10.9% to € 423.4 million in 2004 from € 381.9 million in 2003.
The revenue increased by € 24.4 million due to acquisitions and by € 22.3 million or 6.0% due to
autonomous growth. The sale of a company had a negative impact of € 2.8 million on the revenue and

the lower exchange rate differences decreased the revenues by € 2.4 million.

Revenues by cluster

The following table sets forth the Company’s revenues by cluster for the periods indicated:

(€ in millions, except percentages, autonomous excluding currency fluctuations)

Year ended 31 December

Revenues per cluster 2004 2003

Dutch Dutch

GAAP GAAP
Netherlands ........ooeveviiiiiiie e 181.4 170.5
[27=1 o 10 [ o R 110.1 98.1
GEIMANY ..eiiiiiiieiee et 85.0 63.4
FranCe .. 21.6 22.1
United StateS....c.oiiiveeeieieeeeeee e 19.6 21.6
South East ASia ....cceovveeeiiieeeeeeeeeeeeee e 5.7 6.2

423.4 381.9

Change

in %

6.4%
12.2%

33.9%
(2.0%)
(8.9%)
(8.5%)

10.9%

Auto-
nomous
in %

5.6%
5.6%
7.9%

(2.0%)

17.3%

(1.6%)

6.0%

In the Netherlands, revenue increased with € 10.9 million or 6.4% to € 181.4 million in 2004. Official
statistics reported a 0.2% increase in the industrial output, therefore the increase in sales ERIKS
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realised was very strong. Autonomous growth was the main driver attributing 5.6% to the growth.
Sales and market share increased in almost all product groups. The project market approach was
successful through Noton B.V. Several other factors contributed to the growth as well, such as the
expansion of technical and logistics services and the implementation of the TradCom e-portal. At
Flexion B.V. a decrease in the sales occurred. The marketing mix of Flexion B.V. did no longer meet
the demands of the customers and measures to improve the sales have been taken.

The revenue growth of € 12 million or 12.2% to € 110.1 million in Belgium can be explained by two
reasons. First, the acquisition of a local distribution company at Roeselare and the successful
integration of the Baudoin group had a positive effect on the revenue. Second, autonomous growth
contributed to 5.6% of the growth.

For the German cluster, sales increased with € 21.6 million or 33.9% to € 85 million from € 63.4 million
in 2003. The acquisition of Steinebronn Industrietechnik in Stuttgart has considerably expanded the
market position of the German cluster. Furthermore, the approach of new market segments and the
increased market share contributed to the autonomous growth of 7.9%. Higher productivity has had
a positive impact on the operating results. For the German cluster the operating result increased by
€ 2.1 million or 53.9% to € 5.9 million.

The results in 2004 in France fell short of expectations. Measures previously taken to strengthen the
management and expand the range of products and services did not produce the expected results.
There are several causes for the shortfall, such as the absence of an effective working management
team, a lack of clarity about the strategy and the absence of a uniform approach to the market.
Revenue decreased by € 0.5 million or 2% to € 21.6 million.

For the United States cluster, overall sales decreased by € 2 million or 8.9% to € 19.6 million.
However, this decrease is caused by the sale of the activities of ERIKS Aerospace Inc. The other three
industrial distribution companies of ERIKS USA increased sales by 17.3% caused by autonomous
growth. The expansion of the customer base, the expansion of the range of industrial products
together with the development of a new logistics concept were the drivers for growth. Productivity and
profitability increased at all the branch operations, which are reflected in the increased operating
results despite the decreased sales.

In South East Asia, sales are lagging behind the economic development in this region. The sales
revenue decreased by 8.5% or € 0.5 million to € 5.7 million. The causes for this decrease are the
strong local competition, the departure of important product managers and the insufficient ability to
create added value. The cluster has widely realigned its approach to the market, product managers
are range geared towards knowledge and sales employees have received additional training in order
to realise future sales growth.

Revenues by core activity
The revenues of the different core activities for the periods indicated are presented below.

(€ in millions, except percentages, autonomous excluding currency fluctuations)
Year ended 31 December

Revenues by core activity 2004 2003 Change Auto-

Dutch Dutch nomous

GAAP GAAP in % in %
Sealing Technology.......ccccveeeeeereeeeieeeeccciiens 96.3 91.3 5.6% 8.9%
Power TransmisSioNS......ccuvevveeeeccceeeeeeeeeneenennn 151.6 132.8 14.2% 2.0%
Flow TeChnology ......cuveeeeeeeeeeiieiicciieeeeeeeeeen 90.3 83.2 8.5% 7.0%
Industrial PlastiCS......ccuueviviiieciiiieieeeee e 24.7 21.6 14.0% 14.6%
Tools and Maintenance products................... 60.5 53.0 14.1% 5.8%
Total revenues.............ccoceciieiiiienie e, 423.4 381.9 10.9% 6.0%
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Revenues per customer group

(€ in millions, except percentages, autonomous excluding currency fluctuations)
Year ended 31 December

Revenues by customer group 2004 2003 Change Auto-

Dutch Dutch nomous

GAAP GAAP in % in %
MaintenancCe ..........uueeuccieieeeeee e, 210.8 187.7 12.3% 6.8%
OEM .t 139.5 121.4 14.9% 7.6%
Contractors and projects.......ccccecueeeerriiieeenn. 26.4 24.7 6.9% 7.5%
Distributors and exports.........cccccccveeeeeeeneennn. 46.7 48.1 (2.9%) (2.3%)
Total revenues............ccccoevveeiiiicieieeeeeeeeeeee, 423.4 381.9 10.9% 6.0%

Gross profit

The gross profits increased with 11.6% or € 11.5 million to € 110.1 million. The gross profit margin
has increased slightly with 0.2 percentage point to 26.0% in 2004 from 25.8% in 2003.

Sales expenses

The sales expenses have increased with € 4.4 million or 6.8% to € 69.1 million. As the total sales
increased with 10.9%, the sales have incurred lower sales costs.

General administrative expenses
Total general administrative expenses have increased with € 1.6 million or 16.8% to € 11.0 million in
2004.

Operating result

The operating result has increased with 23.7% or € 5.2 million to € 27.2 million from € 22 million in
2003. This increase in operating result was due to increased revenue and decreased costs.

The following table sets forth the Company’s operating result per cluster:

(€ in millions, except percentages)
Year ended 31 December

Operating results per cluster 2004 2003 Change
(before amortisation of goodwill) Dutch Dutch

GAAP GAAP in %
The Netherlands........c..eeeeeieieiiii e 16.7 15.2 9.6%
BelGIUM <. 7.8 5.4 43.6%
GBIMANY ...ttt e s s 5.9 3.8 53.9%
= Lo Lo PR 0.7 0.5 41.1%
United STates .oovviiiiiei i 1.6 1.4 11.4%
South East ASia.....ccoiiiiiiiiiiiiiiiee e 0.1 0.2) 135.1%
ERIKS GroUD NV..ccoiiiiiiiec et (2.8) (1.7)
Total operating results (EBITA) ...........coooiiiiiiiiiiiiiceeeneeen, 30.0 24.5 22.3%
Less amortization of goodwill..........cccevicieieeiiiiieeeiiiiieeeeee (2.8) (2.5)
Total operating profit (EBIT) ......cooeeieiiiiiieeeee e 27.2 22.0 23.7%

Result from financial income and expense

The results from financial income and expense have decreased by € 0.1 million, or 5.4% to € 2.1
million in 2004. The financial income and expenses relate to time-weighted interest paid, taking into
account of the effective interest rate for the receivable or debt concerned.

Taxes

The tax on the result before taxes amounted € 9.3 million for 2004 compared to € 7.7 million in 2003.
The tax burden amounted 37% in 2004, compared to 39% in 2003.
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Net profit

The net profit increased with € 3.7 million or 31.4% to € 15.7 million in 2004 from € 12.0 million in
2003. There were no exceptional items included in the net result.

Liquidity and capital resources

The Company’s principal source of liquidity are its operations. An overview of the Company’s
indebtedness is provided below.

Comparison of the nine months ended September 2006 and the nine months ended
30 September 2005 under IFRS

The following table summarises the cash flows for the nine months ended 30 September 2005 and
30 September 2006, in accordance with IFRS:

(€ in millions, except percentages)
Nine months ended
30 September (unaudited)

2006 2005

IFRS IFRS
Net operating cash flOW ........eeciee e 20.9 18.5
Cash flow from investing actiVitieS......ceeeeveeieccccieieeee e (0.3) (8.1)
Cash flow from financing activities ........ccooeveecicieieee e, (10.8) (12.7)
Net increase/ decrease in cash and cash equivalents......................... 9.8 (2.3)
Cash and cash equivalents at the end of the period............................ 20.8 11.0

The increase of the net operating cash flow was primarily due to the higher operating profit. The cash
outflow from investing activities decreased with € 7.8 million to a cash outflow of € 0.3 million. The
reason for the decrease of the cash outflow from investing activities is that less money was invested
in property, plant and equipment (new building Alkmaar, the Netherlands).

With respect to the financing activities in the nine months of 2006 in comparison with the nine months
of 2005, more loan repayments were made and more dividends were paid. However, less money has
been withdrawn from the bank facility.

Comparison of the year ended 31 December 2005 and the year ended 31 December 2004 under
IFRS

The following table summarises the cash flows for the year ended 31 December 2005 and the year
ended 31 December 2004 in accordance with IFRS:

(€ in millions, except percentages) Year ended
31 December

2005 2004

IFRS IFRS
Net operating Ccash flOW ... 25.3 20.0
Cash flow from investing actiVitieS......ueeeevieiecccceeieeeee e, (8.9) (24.0)
Cash flow from financing activities .........cooeveeciciiieee e, (18.5) (1.7)
Net increase/ decrease in cash and cash equivalents......................... (2.1) (5.7)
Cash and cash equivalents at the end of the period............................. 11.3 12.7

The increase of the net operating cash flow was mainly due to the higher operating profit for this
period.

Investing activities have caused a cash outflow of € 8.9 million in 2005, which was € 15.1 million less
than the outflow in 2004. Compared to 2004, in 2005 no large acquisitions took place, and the cash
outflow for investments in property, plant and equipment (new building in Alkmaar) was lower.
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The cash flow from financing activities decreased with € 16.8 million to € 18.5 million in 2005 from
€ 1.7 million in 2004. Compared to 2004, less money has been drawn and more repayments were
made on (mortgage) loans and other bank facilities.

Comparison of the year ended 31 December 2004 and the year ended 31 December 2003 under
Dutch GAAP

The following table summarises the cash flows for the year ended 31 December 2004 and the year
ended 31 December 2003 in accordance with Dutch GAAP:

(€ in millions, except percentages) Year ended
31 December

2004 2003
Dutch Dutch
GAAP GAAP
Net operating Ccash flOW ........ueeiiiiiiiieeee e 19.6 23.8
Cash flow from investing actiVitieS....ccuueeeveeeeccccieeeee e (29.2) (21.5)
Cash flow from financing activities ........ccoeeveccccieiiie e, 22.8 6.7
Net increase/ decrease in cash and cash equivalents.......................... 13.2 9.0
Cash and cash equivalents at the end of the period............................. (4.5) (18.4)

The net operating cash flow decreased with € 4.2 million to € 19.6 million from € 23.8 million in 2003,
despite a higher operating profit in 2004. The decrease was caused by investments in increased
working capital.

In 2004, the cash outflow for investing activities increased by € 7.7 million to a total outflow of € 29.2
million from € 21.5 million in 2003. The main drivers for this development were the investments in
property, plant and equipment (construction of new building in Alkmaar) and a number of acquisitions
that were completed. The largest acquisition that has been completed is the acquisition of Steinebronn
Industrietechnik, which was acquired for € 9.1 million.

The cash flow from financing activities increased with € 16.1 million to € 22.8 million, from € 6.7
million in 2003. A larger amount was drawn under mortgaged credit facility in order to finance the
construction of the new building in Alkmaar.

Working capital
In the Company’s opinion, the working capital available to ERIKS is sufficient for its present
requirements, which is for at least the next 12 months following the Publication Date.

Contingent liabilities
The following rights and liabilities were not included in the audited balance sheet for the years ended
31 December 2005, 2004 and 2003:

(€ in millions) As at 31 December
2005 2004 2003

Contingent liabilities
Guarantees and security deposits for banks
and rental of business Premises........ccccvveeeeiiniieeeenesiieeennn 0.6 0.9 0.8

Financial liabilities

Concern investment liabilities entered into for

property, plant and equipment............cccccoiii s — 4.5 10.8
Rental and operating lease obligations

These mainly relate to office buildings and vehicles

— terms falling due within 1 year........cccccooiviiieiiiiiiee 9.1 8.7 8.5
— terms falling due between 1 and 5 years..........cccceeeeneee. 19.2 20.0 20.6
— terms falling due after 5 years ........ccccevevvieeee e 59 7.0 9.3

34.2 35.7 38.4
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Current trading and prospects

The Company’s results for the nine months ended 30 September 2006 and the Company’s results
since 30 September 2006 were in line with the Company’s expectations, except for cluster ERIKS
France. Industrial activity continued to develop positively in almost all countries of ERIKS’ presence.
The Company is confident about its prospects for the financial year 2006 and believes that ERIKS is
well placed to develop the Company’s business in line with the Company’s stated strategy.

Except as disclosed in this Prospectus (see in particular “Acquisitions and divestments - 2006” and
“THE ACQUISITION”), there has been no significant change in ERIKS’ financial or trading position
since 30 September 2006, the end of the last financial period for which interim financial information
was published.

Indebtedness
The indebtedness of ERIKS can be specified as follows:
(€ in millions) As at 30
September
(unaudited) As at 31 December
2006 2005 2004 2003
mortgage credit facility .........cceeecciiieeennennn. 19.4 19.8 15.0 —
senior debt loan........ccceeeeeeeeeeieeeee — 4.5 10.5 13.5
medium term loan......ccceeeviiiiee e 7.0 8.0 10.0
lease obligations......ccccoeveeeiiiiiieeeeeeeeeeeeee 0.1 4.1 4.5 —
other l0ans....cccoooeeeiv i 0.7 1.1 1.7 3.6
271 37.5 41.6 17.1
Other bank facilities
Total unsecured credit facilities
(bank syndicate)........ccccuveeiiiiiiiiiieeee 91.6 89.6 89.6 90.2
Total bank overdraft (including short term
[OBNS) et (7.8) (5.4) 4.5 12.8

Mortgage credit facility

At year-end 2005 two loans were drawn under mortgage credit facilities originally totalling € 20.0
million. The business premises in Alkmaar and Roermond have been used as mortgage collateral.
Financial ratios relating to interest cover and solvency have been agreed, which are amply met as per
31 December 2005.

Senior debt

This refers to a stand-by facility, originally € 15.0 million. This stand-by facility is senior debt. Half of
the outstanding part of the senior debt can be converted into a subordinated loan. As at 31 December
2006, this facility was not used. A total of € 6.0 million was repaid in 2005. At year-end 2005 the
balance of this loan was € 4.5 million, which is included under short-term repayment obligations, as
the entire loan has been repaid in 2006.

Medium term loan
Loans from credit institutions also included a medium-term loan agreed with a credit institution in 2004
of € 10.0 million of which € 2.0 million is included under short-term repayment obligations as per
31 December 2005.

Certain financial ratios relating to interest cover and solvency have been agreed for these loans from
credit institutions, which are amply met as per 31 December 2005.

Lease obligations

Lease obligations relate to the financing of a building (€ 3.9 million, repayment up to an amount of
€ 2.3 million in the form of annuities until year-end 2014 with the option of purchasing the building in
the interim) and computer hardware (€ 0.2 million to mid-2006). Average interest is 5%. As per
1 August 2006, the financial lease obligation has been repaid.
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Other bank facilities

At the end of 2005 the short-term loans with financial institutions amount to € 6.0 million (2004: € 17.3
million) and current account overdrafts of € 10.7 million (2004: € 20.0 million). As at 31 December
2005, a total of € 89.6 million is outstanding under unsecured credit facilities from five banks.

Bridge Loan
See “THE ACQUISITION - Financing of Acquisition — Bridge Loan”.

New Loan
See “THE ACQUISITION - Financing of Acquisition - Mandate letter”.

Profit estimate for the year ended 31 December 2006

Introduction

On 13 November 2006, the Company announced an expectation for the full year of 2006, including the
following statement:

“Compared to 2005, ERIKS expects for the full year 2006 (excluding WYKQ) that the financial
results will increase by at least:

e  operating result, incl. exceptional gains +12.5%
e  netresult +17.0%”

This statement could be considered to qualify as a profit forecast within the meaning of the Regulation
2004/809/EC.

As at 15 January 2007, the Executive Board confirms that this statement is still correct. Now that the
year-end of 2006 has passed, this statement qualifies as a profit estimate, rather than a profit forecast.

Basis of preparation

This profit estimate for the year ended 31 December 2006 has been prepared using accounting
policies which are consistent with those used by ERIKS in preparing its audited consolidated financial
statements for the year ended 31 December 2005, including the notes thereto, except for the
accounting treatment of derivative financial instruments. Effective 1 January 2006, ERIKS has applied
hedge accounting for certain derivative financial instruments designated as a hedging instrument in
accordance with IAS 39. Changes in the fair value of those instruments are recognised in shareholders’
equity (hedge reserve), whereas in 2005 such changes were recognised directly in the result.

The estimate has been made in respect of operating result, including exceptional gains and net result,
on the bases described above, rather than in respect of profit before tax as the Company believes that
these measures provide more meaningful information to stakeholders and allows for greater
comparability with prior years.

The estimate takes into account the published unaudited consolidated interim report for the nine
months ended 30 September 2006, the results shown by unaudited management information for the
2 months ended 30 November 2006 and the Executive Board’s estimate of the results for the month
ended 31 December 2006.
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PwC’s assurance report on prospective financial information

To the Executive Board

Introduction

In accordance with your instructions we report on the profit estimate set out in this chapter of ERIKS’
prospectus dated 15 January 2007 (the “Profit Estimate”).

It is the responsibility of the Executive Board to prepare the Profit Estimate, together with the material
assumptions upon which it is based, in accordance with the requirements of EU Regulation 2004-809.
It is our responsibility to provide the opinion required by Annex | item 13.2 of EU Regulation 2004-809.
We are not required nor do we express an opinion on the possibility of achievement of result or on the
assumptions underlining the Profit Estimate. We do not accept any responsibility for any financial
information previously reported on and used in the compilation of the Profit Estimate beyond that
owed to those to whom any reports on that financial information were addressed by us at the dates of
their issue.

Scope

We performed our work in accordance with the Netherlands Standard ‘Assurance Engagements other
than Audits or Reviews of Historical Financial Information’. Our work included an evaluation of the
procedures undertaken by the Executive Board in compiling the Profit Estimate and the consistency
of the Profit Estimate with the accounting policies normally adopted by the Company.

We planned and performed our work so as to obtain all the information and explanations we
considered necessary in order to provide us with reasonable assurance that the Profit Estimate has
been properly compiled on the basis stated. Since the Profit Estimate and the assumptions on which
it is based relate to the future and may therefore be affected by unforeseen events, we can express no
opinion as to whether the actual results reported will correspond to those shown in the Profit Estimate
and differences may be material.

We believe that our work provides a reasonable basis for our opinion.

Opinion
In our opinion:

a) the Profit Estimate has been properly compiled on the basis stated in Part “Profit estimate for
the year ended 31 December 2006” of the Prospectus dated 15 January 2007; and

b) the basis of accounting used for the Profit Estimate is consistent with the accounting policies of
ERIKS group NV as mentioned in Part “Profit estimate for the year ended 31 December 2006”
of the Prospectus dated 15 January 2007.

Amsterdam, 15 January 2007

PricewaterhouseCoopers Accountants N.V.

P. Jongerius RA
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UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

Introduction, basis of preparation and assumptions used

General

The following unaudited pro forma financial information of the combination has been prepared to
illustrate the financial impact of the Acquisition.

The unaudited pro forma combined balance sheet of the Company illustrates the combined financial
position of ERIKS and WYKO as at 31 December 2005, assuming that the Acquisition had occurred
as at 31 December 2005. The Company’s unaudited pro forma combined profit and loss account for
the year ended 31 December 2005 illustrates the effects of the Acquisition as if this had occurred on
1 January 2005, the first day of the Company’s financial year 2005.

WYKO'’s financial year is different from that of the Company and runs from 1 May through to 30 April.
Therefore, the unaudited pro forma combined financial information combines the balance sheet of the
Company as of 31 December 2005 with the balance sheet of WYKO as of 30 April 2006. Similarly, the
Company’s income statement over 2005 is combined with the income statement of WYKO over the
period 1 May 2005 up to 30 April 2006.

The Company believes that if it had presented unaudited pro forma combined financial information
whereby unaudited financial information for WYKO for the 12 months period ended 31 December 2005
would be used instead of the financial information for WYKO that are derived from the audited financial
statements for the 12 months period ended 30 April 2006, the unaudited pro forma combined financial
information would not present a materially different view for purposes of showing the effect of the
Acquisition.

The aggregated individual figures of the Company and WYKO have been adjusted as explained further
in the notes in this chapter. The unaudited pro forma combined financial information should be read in
conjunction with the Company’s audited financial statements for the financial year ended 31 December
2005, including the notes thereto, that have been prepared in accordance with IFRS, see “INDEX TO
FINANCIAL INFORMATION” and “OPERATING AND FINANCIAL REVIEW”, as well as WYKO'’s
audited combined financial statements for the financial year ended 30 April 2006, see “INDEX TO
FINANCIAL INFORMATION”.

The unaudited pro forma combined financial information is included for illustrative purposes only.
Because of its nature, the pro forma combined financial information addresses a hypothetical situation
and, therefore, does not represent the combination’s actual financial position or results. The final
goodwill amount, the excess payment on top of the fair value of the acquired assets and liabilities, will
be determined based on the opening balance as of 17 November 2006, which will differ from the
balance sheet as of 30 April 2006. The Company does not claim or represent that the unaudited pro
forma combined financial information is indicative of its financial position or results that would have
been achieved had the Acquisition taken place as of the date indicated or that may be achieved in the
future. There can be no assurance that the assumptions used in the preparations of the unaudited pro
forma combined financial information will prove to be correct.

The unaudited pro forma combined financial information contains forward-looking statements.
Forward-looking statements involve risks, uncertainties and assumptions. Undue reliance should not
be placed on any forward-looking statements. For further information regarding forward-looking
statements, see “CERTAIN NOTICES TO INVESTORS - Forward-looking statements”.

In the unaudited pro forma combined financial information the refinancing of the Company has been
considered. The pro forma financial results have been recalculated as if the Bridge Loan has been
drawn as of 1 January 2005. The use of the proceeds of the Offering to partly redeem the Bridge Loan
has been considered as of mid March 2005. The remaining part of the Bridge Loan will be replaced by
unguaranteed, unsecured senior debt as of mid May. In the balance sheet as of 31 December 2005
the Offering has been taken into consideration.

Accounting policies used in preparing the unaudited pro forma combined financial information

The unaudited pro forma combined financial information has been prepared in a manner consistent
with the accounting policies as applied by the Company in preparing its audited financial statements
for the financial year ended 31 December 2005.
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As of the Publication Date, the Company has not fully completed all of the detailed valuation studies
necessary to arrive at the required estimates of the fair market value of the WYKO assets to be
acquired and the WYKO liabilities to be assumed and the related allocations of purchase price, and
the Company will continue to assess WYKQO'’s accounting policies for any additional adjustments that
may be required to conform WYKQ’s accounting policies to that of the Company, other than those
noted in the pro forma adjustments described below.

However, as indicated in Note 1 (basis of accounting) to the unaudited pro forma combined financial
information, the Company has made certain adjustments to the book values of the assets and liabilities
of WYKO to reflect certain estimates of the fair values necessary to prepare the unaudited pro forma
combined financial information, with the excess of the purchase price over the net assets of WYKO,
as adjusted to reflect estimated fair values, recorded as goodwill and definite and indefinite-lived
intangibles. Actual results may slightly differ from this unaudited pro forma combined financial
information once the Company has determined the final purchase price for WYKO and has completed
the valuation studies necessary to finalise the required purchase price allocation. The Company does
not expect that such finalisation will result in material changes.

Unaudited pro forma combined balance sheet as at 31 December 2005

The unaudited pro forma combined balance sheet of the Company at 31 December 2005 illustrates
the effects of the Acquisition as if this transaction had occurred on 31 December 2005.
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The following table contains the unaudited pro forma combined balance sheet of the Company as at

31 December 2005 (in € thousands):

1.44 Euro = 1 GBP as of April 30, 2006

ERIKS WYKO WYKO WYKO ERIKS/ ERIKS/
Actual Actual Con- unaudited Pro Pro Pro
31-12-2005 30-4-2006" version Forma Forma Forma
Adjust- Combined Adjust- Combined
ments unaudited ments unaudited
unaudited unaudited
IFRS UK GAAP IFRS IFRS IFRS IFRS
Assets
Non current assets
Intangibles: goodwill............ 34,808 64,997 0 64,997 99,805 37,153 136,958
Business comb.
intangibles (PPA)........cc.c...... 1,093 0 0 1,093 49,964 51,057
Intangibles: software/others 1,899 144 461 605 2,504 0 2,504
Tangible fixed assets........... 48,651 28,907 (402) 28,505 77,156 0 77,156
-> Freehold properties......... 35,103 13,754 59 13,813 48,916 0 48,916
-> Leasehold properties ...... 4,512 0 4,512 4,512 0 4,512
-> Plant & equipment .......... 13,548 10,641 (461) 10,180 23,728 0 23,728
Financial fixed assets........... 52 392 (892) 0 52 0 52
Deferred tax assets ............. 3,421 0 1,930 1,930 5,351 6,903 12,254
Current assets
Inventories/ WIP .................. 61,542 31,066 1,015 32,081 93,623 0 93,623
A/R trade external ............... 75,565 58,954 278 59,232 134,797 0 134,797
Miscellaneous receivables... 2,245 8,551 (1,373) 7,178 9,423 0 9,423
Cash.....ccoooeviiiiiiees 22,034 12,046 818 12,864 34,898 0 34,898
Assets totals ..................... 251,310 205,056 2,336 207,392 458,702 94,020 552,722
Liabilities
Shareholders equity
Share capital and retained
ProfitS..eeeeeeeeiieeeeeeeeeeen 127,551 (29,039) 12 (29,027) 98,524 134,027 232,551
Minority interest................... 379 377 377 756 0 756
Provisions........................... 6,331 13,140 (834) 12,306 18,637 0 18,637
Deferred tax liability .......... 7,234 531 531 7,765 14,989 22,754
Long term liabilities
Loans external...................... 29,575 115,910 0 115,910 145,485 (18,364) 132,122
Financial instruments........... 1,961 0 0 1,961 0 1,961
Current liabilities
Accounts payable trade ...... 29,344 48,094 7 48,101 77,445 0 77,445
Corporate income tax.......... 1,870 261 104 364 2,234 0 2,234
Repayment obligation
loans/others.......ccccoeveeneennn. 7,883 37,351 0 37,351 45,234 (45,234) 0
Bank overdrafts ................... 16,682 1,017 0 1,017 17,699 0 17,699
Miscellaneous liabilities ....... 22,500 18,322 2,139 20,461 42,961 3,601 46,562
Liabilities totals.................. 251,310 205,056 2,336 207,392 458,702 94,020 552,722

Note 1)  Financial year WYKO ended 30 April 2006

The Company’s actual numbers and WYKOQ’s actual numbers are derived from their respective
financial statements.
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Unaudited pro forma combined profit and loss account of ERIKS for the year ended
31 December 2005

The unaudited pro forma combined profit and loss account of the Company for the financial year
ended 31 December 2005 illustrates the effect of the Acquisition as if this transaction had occurred on
1 January 2005, the first day of the Company’s financial year 2005.

The following table contains the unaudited pro forma combined income statement of the Company for
the financial year ended 31 December 2005 (in € thousands):

ERIKS WYKO WYKO WYKO Pro ERIKS/
1.46 Euro = 1 GBP Actual Actual Conver- Forma WYKO
average May 1, 2005 - April 30, 2006 2005 2005/ sion Com
2006" Adjust- bined
ments un- un-
audited audited
IFRS UK IFRS IFRS IFRS
GAAP

Net sales...........coooviiiiieiieneeee, 448,549 352,867 2,044 354,911 (21,102) 782,357
Costofsales.....ccc..ocoeeennrrnnnnnnnnn. 331,597 233,373 44,971 278,345 (14,302) 595,640
Gross profit on sales (€)................ 116,952 119,493 (42,927) 76,566 (6,801) 186,717
Sales EXPENSES ..ccvvveeeeeeeicrereeeeee 71,7512 67,952 (29,487) 38,465 (656) 109,560
General administrative expenses..... 11,361 38,524 (16,717) 21,807 — 33,168
Total expenses.........cccceeeeeeeeeeeeeennnn. 83,112 106,476 (46,204) 60,272 (656) 142,728
Amortisation intangibles................... — (5,236) 5,236 — — —
Other operating income ................... 1,956 357 (449) (92) — 1,864
Operational profit (EBIT)................ 35,796 8,139 8,063 16,202 (6,145) 45,853
Financial results.........ccccocveeeeeeeneennnn. (2,676) (11,767) (2,955) (14,722) 6,575 (10,824)
Results from associates.................... 19 — — — — 19
Profit before taxes...........ccccoeuunnnn.n. 33,139 (3,628) 5,108 1,480 430 35,049
TAXES weeeeeeieeeeeeiee e e e e e e e (11,000) 240 76 316 (628) (11,312)
Net results (incl. minority interest) 22,139 (3,388) 5,183 1,795 (198) 23,736
Minority interest.......ccccceevieeeeenennnnn. 80 — 217 217 — 297

Net results at disposal
stockholders .............ccoounrinnneneen. 22,059 (3,388) 4,967 1,579 (198) 23,440

Note 1)  Financial year WYKO is from 1 May 2005 til 30 April 2006
Note 2) According to ERIK’s accounting policies amortisation intangibles related to acquisitions is included in sales expenses
Amortisation intangibles in combined pro forma income statement amounts € 4.6 million

The Company’s actual numbers and WYKOQO’s actual numbers are derived from their respective
financial statements.

Basis of accounting

On 17 October 2006, the Company and WYKO announced the Acquisition. The allocation of the
purchase price discussed below is preliminary, because the balance sheet at completion is still subject
to changes and includes a number of preliminary estimates. The total purchase price of the Acquisition
is as follows:
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Purchase price @ € 185.7 million

Transaction-related costs @ € 2.5 million
Total purchase price consideration € 188.2 million
Notes:
Costs directly related to the Acquisition (comprised of the Company’s financial advisory, legal and other professional service
fees).

The purchase price consideration (€ 185.7 million) has been arrived after having taken account of adjustments to the originally
agreed price of GBP 139.0 million (€ 200.2 million). The adjustments mainly relate to debt-like items and taxes resulting in a
discount of GBP 10.1 million (€ 14.5 million). For the purpose of the pro forma purchase price allocation, the purchase price is
translated against the spot rate as per the balance sheet date.

Under the purchase method of accounting, the total purchase price as shown in the table above is
allocated to WYKO'’s current and non-current assets, tangible assets, intangible assets (both definite
and indefinite lived), and current and non-current liabilities based on their estimated fair values as of
the date of the pro forma balance sheet.

The Executive Board has allocated the purchase price based on certain estimates that are described
in the introduction to this unaudited pro forma combined financial information. The allocation of the
purchase price and the estimated useful lives and first year depreciation and amortisation associated
with certain assets is as follows (in € thousands):

Amount 1styear Estimated
deprecia- useful life
tion &
amorti-
sation
Net tangible assets: ...
CUrrent aSSetS ....ccvuuieeiieiieee e 98,491 n/a
Non-current assets. ... 29,110 4,363  3-40 years
Current liabilitieS ......oeeeiiiiiiiiee e (72,572) n/a
Non-current liabilities ... (12,306) n/a
Identifiable intangible assets.........cccoooiiiii
Customer relationships .......ccccceeeeieiieeiiiiiiieeeeeeeeeeeeeeeees 44,647 3,025 15 years
Trade name WYKO.....couuoeiiiiieiieeeeeeeecee e 3,279 1,111 3 years
Distribution agreement .........cccoooiei i 2,038 346 6 years
(CToTo o 1.V | SRS 102,150 n/a
Net deferred tax assets/(liability).........ccocooumiiiieiiiies (6,686) n/a
Total purchase PriCe.......ccoviiriiiiiiiiirre e 188,196 8,845

The depreciation and amortisation related to the fair value adjustments to net tangible assets and the
amortisation related to the definite lived intangible assets are reflected as pro forma adjustments to the
unaudited pro forma combined profit and loss account.

Identifiable intangible assets

Customer contracts and relationships primarily relate to underlying customer relationships. The
Company expects to amortise the fair value of these assets on a straight-line basis over an average
estimated life of 15 years.

Trade name relates to the WYKO trade name (and other sub-brands), which the Company expects to
have a definite useful life of 3 years and its fair value will be amortised over that period. In the event
that management determines that the value of the trade name has become impaired, the Company
will incur an impairment charge for the amount of impairment during the period in which the
determination is made.

Distribution agreement relates to an exclusive distribution agreement which the Company expects to
have a definite useful life of 6 years and will be amortised over that period.
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Goodwill represents the excess of the purchase price over the fair value of the underlying net tangible
and intangible assets and is approximately € 102 million, based on the WYKO balance sheet as of 30
April 2006. In accordance with IFRS 3 Business Combinations, goodwill will not be amortised, but
instead will be tested for impairment at least annually (more frequently if certain indicators are present).
In the event that management determines that the value of goodwill has become impaired, the
Company will incur an accounting charge for the amount of impairment during the period in which the
determination is made.

Reclassifications and significant differences between UK GAAP and IFRS

WYKO prepared its consolidated financial statements in accordance with UK GAAP, which differ in
material respects from IFRS. For purposes of preparing the unaudited pro forma combined financial
information, WYKQ'’s financial information has been adjusted to conform to IFRS as applied by the
Company. These adjustments have been made based on estimates of the Executive Board. The
adjustments are unaudited, and may not fully reflect the application of IFRS per the periods presented
had WYKO prepared its financial information using IFRS. After completion of the Acquisition, the
Company started to perform a detailed review of WYKQ’s accounting policies and financial statement
classification, and additional adjustments may be required to conform the WYKO financial statements
to the Company’s financial statements as presented under IFRS.

Certain WYKO accounts have been reclassified by the Company to conform to the Company’s
financial statement presentation. The tables are for informational purposes to clarify the
reclassifications made to obtain the pro forma financial information of the combined company.

Although the Company does not expect that the detailed review will result in material changes to
accounting policies or classifications other than those noted below, no such assurance can be given
at this time. The following narratives give a brief description of the material differences between UK
GAAP and IFRS as identified by the Company and the reclassifications involved.

Balance sheet information relating to WYKO as of 30 April 2006 (in € millions):

WYKO Reclassifi- WYKO as Comment on reclassifications
cation presented and differences
differences pro forma
IFRS and on IFRS

UK GAAP UK GAAP basis
1) Intangibles software............ 0.2 0.4 0.6 Reclassification software
2) Property, plant & equipment 28.9 (0.4) 28.5 Reclassification software
3) Financial fixed assets ......... 0.4 (0.9) 0.0 Consolidation of joint venture
4) Deferred tax assets............. 0.0 1.9 1.9 Ref. note A)
5) Inventories/ WIP.................. 31.0 1.0 32.0 Ref. note B)
6) Miscellaneous receivables.. 8.6 (1.4) 7.2 Reclassification deferred taxes
7) Cash..cccceiiiiiiieeeeeeee e 12.0 0.8 12.8 Consolidation of joint venture
8) Provisions .....cccccceeevcicinnnns 13.1 (0.8) 12.3 Ref. note O)
9) Miscellaneous liabilities ...... 18.3 2.2 20.5 Ref. note D)
Note A)

Deferred tax assets of € 1.4 million have been reclassified from miscellaneous receivables. The
consideration of an obligation related to outstanding holiday days (€ 1.8 million) resulted in an
additional deferred tax asset of € 0.5 million.

Note B)

IFRS is more prescriptive than UK GAAP in the costs that should be included in the inventory valuation.
As a consequence, the Company includes certain directly attributable costs that were not included by
WYKO. Therefore inventory valuation is adjusted for the mark-up that covers the directly attributable
costs for bringing the inventory in the condition and location necessary for sale.

Note C)

The reduction of the provisions for dilapidations (€ 0.1 million) and onerous lease contracts (€ 0.7
million) expresses the impact of discounting as WYKO recorded these provisions at nominal value. The

57



discounting of these provisions according to IFRS is based on the estimated timing of expected cash
outflows using a risk specific interest rate.

Note D)

UK accounting standards provide no guidance how to deal with short term employee benefits, except
for bonuses. WYKO did not recognise a liability for holiday days not yet spent. Since the Company
combines the WYKO balance sheet for the period ended 30 April 2006 an accrual related to holiday
days not spent in the first four months of 2006 has been recognised in the unaudited pro forma
balance sheet.

Income statement information relating to WYKO for the financial year ended 31 December 2005 (in
€ millions):

WYKO Reclassifi- WYKO as Comment on reclassifications
cation presented and differences
differences pro forma

IFRS and

UK GAAP
1) Netsales...ooooeccccecieeeeennnn. 352.9 2.0 354.9 Consolidation JV Rencol MMI
2) Costof sales......ccccevuveeennnne 233.4 44.9 278.3 Ref. note A)
3) Sales expenses.........ccccuueee 68.0 (29.5) 38.5 Ref. note A)
4) Gen. administrative costs... 38.5 (16.7) 21.8 Ref. note A)
5) Amortisation intangibles ..... 5.2 (5.2) 0.0 Reversal amortisation goodwill
6) Financial results.................. 11.8 29 14.7 Reclassification refinancing

costs

The adjustments recorded in the unaudited pro forma income statement do not have a non-recurring
nature.

Note A)

WYKO has a different way of allocating sales expenses and general administrative expenses to the
costs of sales. This results in a reclassification of respectively € 23.5 and € 16.7 million from sales
expenses and general administrative expenses to the costs of sales (total € 40.2 million).

Furthermore, the Company marks up the inventory valuation to cover directly attributable costs related
to procurement and handling. Accordingly, this adjustment results in a rise of the costs of sales (€ 6.2
million). Depreciation costs (€ 1.6 million) taken into consideration by WYKO in the costs of sales have
been reclassified to sales and general administrative expenses. Total impact is € 44.9 million.

The costs of refinancing (€ 3.4 million) included in the sales and general administrative expenses, have
been reclassified to financial results. Financial results related to pension costs (€ 0.5 million) have been
reclassified in the opposite direction. The net reclassification amounts € 2.9 million.

Pro forma adjustments

The pro forma adjustments are to reflect the allocation of the purchase price, amounts related to the
Company’s current and non-current tangible assets, intangible assets (both definite lived and indefinite
lived), and current and non-current liabilities at an amount equal to the preliminary estimate of their fair
values, the amortisation expense related to the estimated identifiable intangible assets, and changes
in depreciation and amortisation expense resulting from the estimated fair value adjustments to net
tangible assets and the income tax effect related to the pro forma adjustments.

There were no significant intercompany balances or transactions between the Company and WYKO
as of the date and for the period of this pro forma combined financial information.

The pro forma combined accruals for corporate income tax do not reflect the amounts that would have
resulted had the Company and WYKO filed consolidated income tax returns during the period
presented.

The unaudited pro forma combined financial information does not take into account any synergy
benefits and one-off costs of realising such synergies, nor any adjustments for liabilities that may result
from integration activities, as the Executive Board and WYKQO’s management currently are in the
process of making these assessments.
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The pro forma adjustments included in the unaudited pro forma balance sheet of the combined
financial information are as follows (in € millions):

ERIKS/ Pro forma ERIKS/ Comment on pro forma
WYKO adjust- WYKO adjustments
ments Pro forma
IFRS and combined
UK GAAP UK GAAP unaudited

IFRS

1) Goodwill.......ccceniiriieeieeenn. 99.8 37.2 137.0 Ref. note A)

2) Business comb. Intangibles 1.1 50.0 51.1  Ref. note B)

3) Deferred tax assets............. 54 6.9 12.3 Relate to pensions/ capital
allowances

4) Deferred tax liability ............ 7.8 15.0 22.8 Relate to capitalisation
intangibles

5) Shareholders equity............. 127.6 105.0 232.6  Ref. note C)

6) Loans external ............cc...... 145.5 (13.4) 132.1  Ref. note D)

Note A)

Under the purchase method of accounting, the total purchase price as shown in paragraph 1 (basis of
accounting) is allocated to WYKQO'’s assets and liabilities as of 30 April 2006. The allocation of the
purchase price and the amortisation of the identifiable intangible assets have been elaborated in the
above mentioned paragraph. The excess amount paid on top of the fair value of the net identifiable
assets, is reported as goodwill.

Note B)

Identifiable intangible assets are customer relationships, the trade name WYKO and a distribution
agreement. The total amount is € 50.0 million. The applicable deferred tax liability (€ 15 million) is
taken into consideration. This amount is included in the netted amount of net deferred tax liability of
€ 6.7 million in the purchase price consideration elaborated in “Basis of accounting”.

Note C)

The Company intends to refinance its capital structure. The aggregate gross proceeds of the Offering
are expected to amount to approximately € 110 million. The related expenses and commissions
payable in connection with the Offering amount to approximately € 5 million. The net proceeds (€ 105
million) will be used to partly repay the Bridge Loan. These net proceeds are presented as increase of
share capital.

Note D)

The pro forma adjustments relate to the Company’s total refinancing. The net proceeds of the Offering
(€ 105 million) have been considered to reduce the Bridge Loan. Due to the refinancing of the
Company the repayment obligation loans (€ 45.2 million) has been reclassified to loans external. The
refinancing results in lower external loans of € 13.4 million.

The pro forma adjustments included in the unaudited pro forma income statement of the combined
financial information are as follows (in € millions):

ERIKS/ Pro forma ERIKS/ Comment on pro forma

WYKO adjust- WYKO adjustments

Pro forma ments Pro forma

combined combined

unaudited unaudited

IFRS IFRS
1) Netsales.....ccooviieeiiiniinenn. 803.4 (21.1) 782.3 Ref. note A)
2) Sales expenses........cccceeenn. 110.3 (0.7) 109.6  Ref. note B)
3) Financial results.................. (17.4) 6.6 (10.8) Ref. note C)
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Note A)

On 12 October 2005 Serco-Ryan Ltd., a wholly-owned subsidiary of WYKO was sold. For pro forma
purposes the income statement of Serco-Ryan Ltd. is carved out resulting in lower sales (€ 21.1
million), lower cost of sales (€ 14.3 million) and lower sales expenses (€ 5.1 million). Due to the carve-
out operational profits decreased by € 1.7 million.

Note B)

The amortisation of the intangible assets resulting from the purchase price allocation (PPA) amounts
€ 4.5 million. The amortisation has been recorded under selling expenses (netted with the carve-out
of selling costs related to Serco-Ryan (€ 5.2 million) in the WYKO accounts). The net effect is € 0.7
million. For more details, see “Basis of accounting”.

Note C)

Related to the Acquisition the Company has negotiated a Bridge Loan. The pro forma financial results
have been recalculated as if the Bridge Loan has been drawn on 1 January 2005. Consequently, the
expected net proceeds of the Offering (€ 105 million) are considered to be used to repay a part of the
Bridge Loan in March 2005. The Over-Allotment Option has not been taken into consideration. For pro
forma purposes the repayment of the remainder of the Bridge Loan has been allocated in May 2005.
Based on the terms and conditions of the Bridge Loan and the unguaranteerd, unsecured senior debt
(€ 200 million), the credit needs, depreciation of the related commitment fees and other financial
expenses, the financial results have been calculated to amount to approximately € 10.8 million.
Consequently, this amount reflects the incremental financing costs of the Company on top of its
regular financing costs in 2005. The Offering has been taken into consideration determining the
incremental financing costs.

Auditors’ assurance report on pro forma combined financial information
To the Executive Board

Introduction

We have examined the pro forma combined financial information set out in “UNAUDITED PRO
FORMA COMBINED FINANCIAL INFORMATION” of this Prospectus. The pro forma combined
financial information has been prepared solely to show what the significant effects of the Acquisition,
including the bridge facilities, the Offering and the refinancing, might have been on the consolidated
balance sheet of the Company as at 31 December 2005 and profit and loss account of the Company
for the year ended 31 December 2005, had the acquisition occurred at an earlier date.

The pro forma combined financial information is the responsibility of the Executive Board. It is our
responsibility to provide the opinion required by Annex Il item 7 of EU Regulation 2004-809. We are
not responsible for expressing any other opinion on the pro forma combined financial information or
on any of its constituent elements.

Scope

We conducted our examination in accordance with the Netherlands Standard ‘Assurance
Engagements other than Audits or Reviews of Historical Financial Information’. Our work consisted
primarily of comparing the unadjusted financial information with the source documents, obtaining
evidence supporting the adjustments and discussing the pro forma combined financial information
with the Executive Board.

Opinion
Based on our examination, in our opinion:

a) the pro forma combined financial information has been properly compiled on the basis stated in
“UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION” of this Prospectus; and

b) such basis is consistent with the accounting policies of ERIKS group N.V. as described in
“UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION?” of this Prospectus.
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Emphasis of matter

Without qualifying our opinion, we draw attention to the fact that, as outlined in “Introduction, basis
of preparation and assumptions used”, this pro forma combined financial information is prepared by
using management’s assumptions. It is not necessarily indicative of the effects on the financial position
that would have been attained had the above-mentioned Acquisition, including the bridge facilities, the
Offering and the refinancing, actually occurred earlier as described in “Introduction, basis of
preparation and assumptions used”. Moreover, the pro forma combined financial information is not
intended to, and does not, provide all the information and disclosures necessary to present a true and
fair view in accordance with International Financial Reporting Standards as adopted by the EU.

Amsterdam, 15 January 2007

PricewaterhouseCoopers Accountants N.V.

P. Jongerius RA
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INDUSTRY AND BUSINESS OVERVIEW
General

Business description

The Company is the Dutch holding company of a group of technical distribution companies. ERIKS
procures, stores, processes, sells and distributes a wide range of high-quality mechanical engineering
parts and provides a highly developed range of technical and logistics services. The Company aims to
be an innovative, reliable and flexible partner to its customers and a reliable and cooperative partner
with sufficient market share and volume to its manufacturers.

In house, ERIKS possesses broad and in-depth knowledge of market developments, product
properties, product applications, product processing, logistics and a corresponding modern
infrastructure. By offering these six know-how domains, ERIKS is able to contribute positively to the
businesses of its customers and manufacturers (see “Core activities and product groups — Know-
how”).

In 2006, ERIKS supplied more than 90,000 industrial customers (business-to-business), marketed a
range of more than 600,000 articles, purchased worldwide from over 1,000 qualified
suppliers/manufacturers and sent out more than 2 million shipments. ERIKS serves customers in many
types of industry, including chemical, petrochemical, food, mechanical engineering, semiconductor, oil
refineries, construction, off shore and metal.

Currently, ERIKS consists of more than 50 operating companies and ERIKS has a presence in 13
countries. The geographical focus of the group’s activities is Western and Central Europe (the
Netherlands, Belgium, Luxembourg, Germany, France, the United Kingdom, Ireland, Slovakia, Czech
Republic and Poland) with additional operations in the United States and South East Asia (Singapore
and Malaysia). Through the Acquisition (see “THE ACQUISITION”), ERIKS now also has a strong
market position in the United Kingdom.

ERIKS’ activities are divided into eight clusters, which each serve a specific geographical market area:
ERIKS Netherlands, ERIKS Belgium, ERIKS Germany, ERIKS France, ERIKS UK, ERIKS Central
Europe, ERIKS USA and ERIKS South East Asia (see — “Clusters”). The cluster ERIKS Central Europe
was created after the acquisition of all shares in the capital of Passerotti sp.z.0.0. and all activities of
Mowta Bogdan Porzych sp.z.0.0., which occurred on 1 October 2006. ERIKS UK was created upon
completion of the Acquisition.

History

The Company started as a family business and was established in Alkmaar as Eriks Pakkingen en
Rubber in 1940. By 1956, ERIKS had several branches in the Netherlands and a presence in Belgium.

The international expansion of ERIKS continued in the late 1970’s and the beginning of the 1980’s. The
Company opened branches in France and the USA. In this period, several industries started to move
parts of their business to South East Asia. The Company responded to this trend in the industrial
market by opening branch offices in Singapore and Malaysia, which now form the South East Asia
cluster. In the late 1980’s and the 1990’s, ERIKS further expanded its activities.

Core activities and product groups

ERIKS’ current range of mechanical engineering parts and associated services is divided into six core
activities and their associated product groups:

- sealing technology

- power transmissions

- flow technology

- industrial plastics

- tools and maintenance products
- technical and logistics services
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Sealing technology

ERIKS has sub divided its sealing technology activities into the following product groups:

- O-rings

- dynamic sealing elements
- rubber technology

- flange gaskets

Power transmissions

ERIKS has sub divided its power transmissions activities into the following product groups:

- hydraulic hoses and accessories

- hydraulic parts and systems

- pneumatics

- electrical and mechanical transmissions
- bearings

Flow technology

ERIKS has sub divided its flow technology activities into the following product groups:

- valves and instrumentation
- industrial hoses and accessories

- plastic piping

Industrial plastics

ERIKS has sub divided its industrial plastics activities into the following product groups:
- machined plastic parts
- plastic semi-finished products

Tools and maintenance products

ERIKS has sub divided its tools and maintenance activities into the following product groups:

- tools
- maintenance products

ERIKS offers a broad range of different tools including hand tools, cutting tools, clamping tools,
measuring tools, abrasives, welding and soldering tools, safety equipment, electrical tools, pneumatic
tools, hydraulic tools, metal working machines, workshop furniture and special tools.

In the maintenance products range, ERIKS offers lubricants, mechanical fasteners, chemical fasteners
and workshop equipment.

Technical and logistics services

ERIKS has sub divided its technical and logistics services activities into the following product groups:
- supply chain management

- engineering and machining

Supply chain management

ERIKS aims to substantially reduce procurement costs for its customers by providing a wide spectrum
of logistics services without compromising on reliability or flexibility. ERIKS advises customers on how
to reduce stocks of technical parts and minimise administrative work. Various product packages can
thus be integrated within one logistics concept.

Easy Order System

ERIKS offers its customers an extensive portfolio of technical and logistics services via its Easy Order
System. ERIKS offers its customers the possibility to simplify or completely outsource the total
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procurement of major orders. ERIKS believes that the strength of the Easy Order System is the
combination of technical and logistics services into integrated supply. By providing a wide range of
engineering parts, ERIKS can fulfil the role of key supplier for various product groups, enabling its
customers to reduce their number of suppliers.

Buyer
specific
products &
documentation

Project _Fle_xiblfa
support distribution

structure

Maintenance Local
& technical branches
support

e-Business Inventory
solutions management

The Easy Order System consists of a wide range of technical and logistics services, including:

- customer-specific products and packaging including certification
- packaging of ready-to-use sets of individual parts

- from planned to just in time delivery options

- local presence in major industrial areas

- 7 X 24 hours service

- storing of customer-dedicated stocks

- outsourcing solutions

- e-Business solutions (such as TradCom)

- on-site inspection, testing and repairs

- R&D and training facilities

Engineering and machining

The Company has extensive specialised technical knowledge of products, materials and applications
available of its product range. ERIKS is therefore able, by in-house and external machining capacity,
to customise products to customer specifications.

Know-how

ERIKS is committed to making a fundamental contribution to the operational management of its
customers and manufacturers. The innovative capability this requires calls for a high-quality range of
products and services backed up by a high level of know-how.

ERIKS makes a distinction between six know-how domains in each of its activities:

° Market know-how
Knowledge of the demand side of the market (customers) and the supply side (sourcing know-
how) enables the company to offer new products and services and enter new markets proactively
and timely.

° Product know-how
ERIKS possesses in-depth knowledge of products and their properties. ERIKS conveys this
knowledge in different types of technical documentation.

e  Application know-how
ERIKS is able to:
- understand the current and future applications (of its customers) and translate them into the
use of the right products
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- translate issues which customers face into new products (product development)

- brainstorm with customers on engineering for the design and maintenance of new products
and systems (research and development).

° Product processing know-how (customizing)
ERIKS is able to translate the customer’s demands into new product specifications and ensure
the availability of facilities (either in-house or through third parties) to adapt existing products to
the specifications. ERIKS can offer maintenance facilities and services for the performance of
maintenance on parts and systems delivered or deliverable by ERIKS.

° Logistics know-how
ERIKS is able to analyse and streamline logistics streams and develop and ensure the availability
of logistics concepts tailored to fit its customers (from identification of the customer’s demands
through to payment), both for the administrative and the physical parts of the process. ERIKS can
make procurement more efficient for its customers.

° Knowledge needed to optimise the ERIKS infrastructure
ERIKS has:
- efficiently structured and modern accommodation, logistics and production
—  efficiently structured, modern and controllable ICT

Sales and marketing

Customers
ERIKS makes a distinction between the following types of customers or purchasing profiles:

- maintenance repair overhaul (MRO)

original equipment manufacturers (OEM)

projects
distribution

Installation companies and engineering contractors are classified under MRO or “projects”, depending
on the type of purchase they make.

MRO

ERIKS’ products and services are used directly in the servicing of systems and machines. The MRO
customer group expects ERIKS to be able to adapt products to applications (processing), to offer
maintenance services and repair facilities and to possess an extensive array of logistics services.
Additionally, these customers demand simplified ordering procedures and integration of business
processes.

The Company believes that main drivers of growth/decline of this market are product application
know-how (see “Know-how”), provision of maintenance service and repair facilities and logistical
concepts.

OEM
ERIKS’ products and services are used in the manufacture of finished products by the customer.

The delivery of mechanical parts to product manufacturers is mainly focused on producers of high-
quality products, who require high quality parts. In order for manufacturers to be successful in
producing high-quality products, the on time delivery of constant high quality parts is of major
importance.

For the OEM customer group it is particularly important to offer an in-depth range of products and
services and to possess application know-how. ERIKS employs specialists who, the Company
believes, have the know-how required for the different market segments and customer groups. In this
setting, it is also important to offer logistics services that simplify ordering procedures and make it
possible to control working capital and to offer extensive ERIKS documentation. Increasingly, ERIKS
is being expected to play a part in research and development and take on a role in quality assurance.
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The Company believes that main drivers of growth/decline of this market are market, product and
application know-how to supply parts and systems tailored to fit the customers’ applications (see
“Know-how”), quality assurance, logistical concepts and sourcing know-how.

The Company expects that rolling out the commercial concept used by the clusters ERIKS
Netherlands and ERIKS Belgium to the other clusters in Europe will offer good opportunities to
increase sales to OEM customers.

Projects

ERIKS’ products and services are used in major maintenance stops of existing process plants and in
the construction of new process plants and infrastructure works.

Distribution

In the distribution market, ERIKS approaches local dealers if its branch operations do not cover
existing market regions. ERIKS’ products are exported to market regions where ERIKS does not have
its own branch operations, especially to obtain the required volume. In these regions ERIKS
approaches both national distributors and OEMs.

The Company believes that the main drivers of growth/decline of this market are the availability of
products and attractive pricing.

Two business models

ERIKS’ system of distribution is based on two business models. Product managers work from a central
business unit (competence centre) of the relevant cluster and generally maintain direct contact with
OEM customers and other major customers. Regional managers are responsible for developing
market position in a specific region. This can be done through ERIKS’ own branch operations and/or
dealers, with the branch operations primarily maintaining direct contacts with the maintenance market.
These two business models allow ERIKS to fulfil both the role of specialist and that of broad MRO
supplier.

For OEM and MRO customers with specific demands, ERIKS is able to:

- contribute to research and development

- supply parts and systems tailored to fit the application

- fulfil its role in quality assurance

- ensure efficient procurement and logistics ERIKS is the solution-driven supplier of modules

For maintenance customers with general demands, ERIKS is able to:

- supply product and application know-how

- offer maintenance services and repair facilities

- provide an efficient administrative and logistics concept for supplying a wide and deep range of
services and products

Manufacturers

Built on partnerships, ERIKS enters into preferably long-term relationships with manufacturers all over
the world, based on its independent position. ERIKS’ size offers many manufacturers the prospect of
substantial sales and a large market share.

Market opportunity

Overview

There is no accurate information about the size of the market in which ERIKS operates. The Company
estimates that the total European market in the countries where ERIKS operates has a sales volume
of more than € 20 billion. The Company estimates the size of the market based on information of
manufacturers, distributors and information published by industrial organisations, such as VTH
(Verband Technischer Handel) in Germany.

Market growth in the market for mechanical engineering parts is generally correlated with the growth
in the overall industrial output. The industrial output in Western Europe increased in 2004 for the first
time since 2000. The growth has not sustained in 2005. An important factor explaining the market
development is the substantial relocation of manufacturing industry from Western Europe to low-wage
countries in Eastern Europe and the Far East. ERIKS responded to this trend by focussing on those
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industries that are less suitable to be relocated such as food, pharmaceutical, chemistry, electronics
and electro technical industries. The outlook for 2006 is generally positive. The growth of industrial
output in Belgium, Germany and the USA for 2006 was good, growth in the Netherlands and France
was positive in the beginning of 2006, but weakened later during the year. In the United Kingdom,
industrial output declined in the past few years but the market is showing signs of recovery.

In 2005, the Company was able to profit from the economic growth and its strategy. The Company’s
production and sales showed a 10% autonomous growth. In the same year, inventory has risen in line
with the turnover, while costs have risen less than the turnover. Selling prices have increased
approximately 1-2% in 2005.

ERIKS

ERIKS serves a broad range of segments of industry, which makes ERIKS less dependent on
developments in one particular market segment. ERIKS divides the industry in the following segments:
machine engineering, chemical, petrochemical, construction industry, transport industry, agriculture,
food, drinks and tobacco, rubber and metal, other industries and dealers and distributors. An
important segment for ERIKS is machine engineering, which generally represents approximately 25%
of ERIKS’ sales.

Competition

The European market for the distribution of mechanical engineering parts remains very fragmented. A
few competitors of equivalent size are operating in various countries and are pursuing an international
expansion strategy. The combined market share of these international distributors including ERIKS is
still relatively small. In addition to these international distributors, there are many small and medium-
sized businesses, many of which are family owned businesses, that serve the market with one or more
product groups nationally or regionally. Manufacturers of mechanical parts are also competing with
ERIKS, especially for large OEM customers.

One of the Company’s objectives is to achieve a strong market share (top 3) for all core activities in its
range, in all regions where ERIKS has its own branch operations (see “Strategy”). The following table
shows the market share per cluster and core activity:

Core activity Sealing Power Flow Industrial Tools and
technology trans- technology plastics maintenance
Country/region missions products
The Netherlands...................... +++ +++ ++ ++ ++
Belgium ..o, ++ ++ ++ + ++
Germany....ccccceeeeeeecccnnineeeeeeenn, + ++ + n.a. n.a.
France .....ccccvviveeeeiee, + + + n.a. +
Central Europe .......ccccvveveeeennn. + n.a. + n.a. n.a.
UK e, + ++ n.a. n.a. +
USA . e ++ n.a. n.a. + n.a.
South East Asia......cccccvveeeeeenen. + n.a. + n.a. n.a.
Source: Company
+++ = >25% +=<10%
+=10-25% n.a. = core activity not part of the cluster’s range
Strategy

Introduction

The Company believes it has the following competitive strengths:

- a large customer base and presence in important industrial segments
- broad and in-depth range of products/services

- innovative strength

- know-how-driven technical and logistics services

- ability to offer manufacturers volume and market share

- modern infrastructure (accommodation and ICT)

- entrepreneurship and highly trained employees

- financial health
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Building on these competitive strengths, the Company strives to achieve the following objectives:

- to build a leading market position in Western and Central Europe

- to achieve a strong market share (top 3) for all core activities in its range, in all regions where
ERIKS has its own branch operations

- to offer an extensive range of high-quality mechanical engineering parts

- to possess and offer a high level of know-how so as to be an innovative supplier

- to have a balanced distribution of sales across the main customer types (buying profiles) of MRO
and OEM in order to control its risk profile

- to expand existing activities in the United States

- to maintain activities in South East Asia autonomously

ERIKS’ strategy rests on the following pillars:

- autonomous growth

- growth through expansion

- employees

- efficient operational management
- realising synergy

Autonomous growth

The coming years, the Company intends to focus on achieving profitable autonomous growth. The
integration of WYKO, and the other companies which ERIKS recently acquired, into ERIKS’
organisational structure will be an important focus. The Company intends to finalise the initial phase
of integrating WYKQO'’s business into ERIKS within approximately 12 months after completion of the
Acquisition, which took place on 17 November 2006. Implementing ERIKS’ business models is
expected to take several years.

In order to grow autonomously, the Company believes that ERIKS must focus on meeting the wishes
of its customers and that ERIKS must have a distinctive edge over its competitors. In this context,
ERIKS will continue to increase and maintain the level of its know-how. This will allow ERIKS to enter
new market segments and make it possible to develop and maintain an attractive/compelling
marketing mix for each type of customer.

The Company further believes that in order to achieve autonomous growth, it should maintain and,
where necessary, increase the level of the six know-how domains (see “Know-how?”). This will allow
ERIKS to enter new market segments and make it possible to develop and maintain a marketing mix
for each type of customer.

Entrepreneurship and management development

In order to achieve and maintain the level of know-how, ERIKS continues to focus on the selection of
employees with a strong feeling of entrepreneurship and the retaining of experienced and good
management through its management development program.

Well-trained employees

The Company aims to have all six know-how domains present at all group companies and in their core
activities. Monitoring, and where necessary improving, the level of know-how occurs through internal
and external training programs and also by recruiting new employees.

Broad and in-depth range of products and services

In the Company’s view, each cluster should have a broad and in-depth range of products and services
in order to be able to meet the market’s demands. The Company intends to further expand its range
of products in certain clusters, such as ERIKS Germany, ERIKS France, ERIKS UK and ERIKS Central-
Europe. ERIKS UK currently mainly serves customers in the MRO market. The coming years, the
Company plans to integrate ERIKS UK into the ERIKS organisation with a focus on expanding the
product range and increasing the level of know-how in order to be able to be an added value supplier
to existing and new markets.
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International account management

More and more customers of ERIKS seek a pan-European coverage to meet their procurement
requirements. A specially created platform is used to serve customers who are seeking a pan-
European coverage to meet their procurement requirements.

Engineering and processing

In close consultation with ERIKS’ customers, ERIKS sales and application engineers are actively
involved in assisting customers in developing new products. Products can be adapted to the
customers’ specification at ERIKS’ own facilities.

Logistics services and ICT

ERIKS offers its customers a wide range of logistics services, combined in the Easy Order System. The
Easy Order System helps ERIKS’ manufacturers, distributors and customers control order flows,
reduce transaction costs and control the costs of maintaining inventories (supply chain management).
To its MRO customers, ERIKS offers the TradCom e-portal as a total solution for planning purchases
and procurement of customers’ maintenance materials. The number of customers for this kind of
logistics services has increased and the Company plans to further expand the Easy Order System to
be able to continue to offer logistics services tailored to its customers’ need. Furthermore, the
Company intends to roll out WYKO’s “insite solutions” program to the other clusters.

“Couleur locale”

ERIKS believes that customers should be approached on a local level. Therefore, ERIKS approaches
its customers through branch operations in major industrial centres or through cooperation with local
technical trading companies.

Growth through expansion

ERIKS’ strategy has been focussed on the expansion of its market area in order to offer its
manufacturers a market area of sufficient size and to offer its customers a broad package of products
and services.

Through the Acquisition, ERIKS has notably expanded its market area in the United Kingdom, the
Netherlands, Belgium, Germany, Slovakia and Ireland (see “THE ACQUISITION”). In Germany, ERIKS
took over the trading activities of Acona Hydraulik-Systeme GmbH, with branch operations in Aachen
and Magdeburg as of 1 January 2006 (see “Clusters - ERIKS Germany”). In Belgium, ERIKS acquired
all commercial activities of RIV-Charleroi S.A., based in Charleroi, in July 2006. As of November 2006,
ERIKS USA expanded through the acquisition of Turpen & Associates Inc. in Tulsa, Oklahoma. As of 1
October 2006, ERIKS expanded its activities in Central Europe through the acquisition of all shares in
Passerotti Sp. z 0.0., statutorily based in Bielsko-Biala and the enterprise of Mowta Bogdan Porzych,
statutorily based in Gdansk.

The first priority is integrating the acquired businesses into the ERIKS organisation. After the initial
integration is completed, the Company plans to further expand.

Employees

ERIKS attaches great importance to a good relationship with its employees. This includes offering
employees good opportunities for self-development. ERIKS offers its employees an attractive package
of remuneration and fringe benefits. ERIKS expects its employees to actively contribute to achieving
the necessary growth and to demonstrate a high degree of personal responsibility.

Efficient operational management

ERIKS focuses on administrative and physical logistics. In several branch operations in the
Netherlands and Belgium, ERIKS runs an advanced business information system (“SAP”). The
Company plans to introduce this system at the other branch operations in the Benelux in the coming
years to increase efficiency. In three to five years, the Company expects to roll out SAP to ERIKS UK.
In Germany, the Company has introduced the business information system “Pro Alpha”.

In physical logistics, ERIKS distinguishes between bulk (for all clusters), cluster and branch operation
warehousing. The optimum division of these three areas is dependent on developments in the
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distribution channel. ERIKS continues to invest in premises and logistics tools to improve operational
management where necessary.

Realising synergy

The Company focuses on realising synergy between all group companies wherever the possibility
exists. Realising synergy between the recently acquired companies and existing ERIKS companies will
have the Company’s special attention in the coming years.

Within ERIKS, specially appointed employees — international product managers — coordinate the
composition of the product range, choice of manufacturers, procurement, transfer of know-how,
development and performance of logistics services, documentation and physical logistics. The
international product managers and the product managers of the individual group companies work
closely together to harmonise and modernise ERIKS’ range of products.

In the field of ICT, synergy is achieved through ERIKS’ central corporate information management
department, which manages the SAP business information system, as implemented in several branch
operations in the Netherlands and Belgium, and defines ICT policy and ICT standards for ERIKS.

Financial objectives

The following are the Company’s current financial targets for the period 2007 — 2008; these targets are

neither a profit estimate nor a profit forecast:

- an average sales growth of 10 to 15% (2005: 5.9%), roughly 5 to 7% of which will be achieved
through autonomous growth and the remainder through acquisitions;

- an operating result (EBITA) as a percentage of capital invested of at least 15% (2005: 19%);

- a net debt/EBITDA ratio lower than 2.5 (year end 2005: approximately 1);

- an average rise in earnings per share of 5 to 10% (2005: 16.2%);

- a dividend payout, circumstances permitting, of approximately 50% of the profit from ordinary
activities (2005: 50.4%).

Clusters

Introduction

ERIKS is divided into clusters in order to control the envisaged autonomous growth and growth
through acquisitions. ERIKS’ activities are divided into eight clusters which each serve a specific
geographical market area: ERIKS Netherlands, ERIKS Belgium, ERIKS Germany, ERIKS France, ERIKS
UK, ERIKS Central Europe, ERIKS USA and ERIKS South East Asia.

Each cluster and company within ERIKS has an individual strategy and operational plan. Each of the
clusters is managed by cluster managers who have a mandate to develop the market position in their
geographical market area based on the strategic and operational plan developed at Company level.
Depending on the development stage of the cluster, product managers and business unit managers in
each cluster are responsible for the further development of the separate core activities and the product
groups they encompass.

ERIKS Netherlands

Overview

ERIKS Netherlands includes all core activities of ERIKS into its range. In the Netherlands, ERIKS has
a good market position in all of its activities; in all core activities and related product groups, ERIKS
Netherlands holds a market position in the top 3 (source: Company).

Objectives and strategy

ERIKS Netherlands strives to achieve the following objectives:

- complete the distribution concept for the Netherlands (the two business models)

- retain and build upon the top 3 positions for all core activities and related product groups
- approach the entire industrial market

- increase productivity
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To complete the distribution concept, ERIKS Netherlands plans to expand local presence for all
product groups. Furthermore, ERIKS Netherlands continues to build upon a clear and cluster-wide
sales concept. ERIKS Netherlands intends to optimise the coordination between the centralised
business units (competence centres) and the ERIKS service centres.

In order to retain and build upon its market position, ERIKS Netherlands focuses on improving market,
product and logistics know-how. These know-how domains are important to drive the modernisation
(innovation) of the range of products and services (product management). ERIKS Netherlands aims at
expanding logistics services with the aim of optimising transaction costs in the supply chain. In order
to maintain a high quality level, ERIKS Netherlands strives to possess tailored quality procedures at
customer level. In the power transmissions activity, ERIKS Netherlands plans to create a unit called
“Power Transmissions Netherlands”, adapt the commercial structures and develop a matching range
of products.

To be able to approach the entire industrial market, ERIKS Netherlands will maintain a marketing mix
geared to the type of customer and the industrial market segment. ERIKS Netherlands plans to expand
usage of the e-portal TradCom and increase local presence to reach the market more effectively.

ERIKS Netherlands intends to further increase productivity. ERIKS Netherlands intends to optimise the
logistics structure and logistics processes. In addition, the optimisation of the organisation and usage
of business information systems has ERIKS Netherlands’ attention. Together with ERIKS Belgium,
ERIKS Netherlands continues to work on the rolling out of the SAP business information system to all
companies in these two clusters. Furthermore, ERIKS Netherlands will work on the integration of the
ERIKS business information systems with those of customers and manufacturers through TradCom
and Easy Order System.

Financial objectives

The following are ERIKS Netherlands’ current financial targets for the period 2007 — 2008; these targets
are neither a profit estimate nor a profit forecast:

- autonomous growth of 4 to 6% per year

- operating result of at least 8% of sales

ERIKS Belgium

Overview

ERIKS Belgium includes all core activities of ERIKS in its range. ERIKS Belgium’s market position in all
of its activities is good (source: Company).

Objectives and strategy

ERIKS Belgium strives to achieve the following objectives:

- complete the distribution concept for Belgium (the two business models)

- obtain and retain a top-3 position for all core activities and related product groups
approach the entire industrial market

- increase productivity

To complete the distribution concept, ERIKS Belgium plans to implement the defined and elaborated

commercial sales concept:

- approach the OEM customers and other designated customers via the business units
(competence centres)

- offer maintenance customers a wide range of products and services via the local branch
operations (service centres)

- let the business units take care of product management

- get the business units to support local salespeople as regards know-how.

To implement the sales concept, ERIKS Belgium will need to adapt responsibilities, powers and
information management.

ERIKS Belgium strives to reinforce positions in the product groups of valves and instrumentation,
flange gaskets and industrial plastics. ERIKS Belgium plans to refocus its power transmissions
activities through the establishment of a unit called “Power transmissions Belgium”. The range of
products will be harmonised and expanded. Maintaining and further improving the level of the six
know-how domains in commercial policy has ERIKS Belgium’s attention to use this basis to develop

71



new product/market combinations. In addition, ERIKS Belgium plans to expand processing facilities
and logistics services and further develop quality procedures geared to individual customers.

ERIKS Belgium intends to further focus on approaching the entire industrial market. In order to be able
to approach the entire industrial market, ERIKS Belgium strives to maintain a marketing mix tailored to
fit each type of customer and industrial market segment. ERIKS Belgium will focus on further
improving the commercial cooperation between its different operating companies and forward
integration which includes further increasing the use of the TradCom e-portal, outsourcing solutions
(insites) and other logistics services.

ERIKS Belgium believes that an increase in commercial cooperation between the different companies
and systematic control of commercial field staff is an important means to further increase productivity.
Together with ERIKS Netherlands, ERIKS Belgium will work on the rolling out of the SAP business
information system to the other operating companies in these two clusters. Furthermore, ERIKS
Belgium will work on the integration of the ERIKS business information systems with those of
customers and manufacturers through TradCom and Easy Order System.

Financial objectives

The following are ERIKS Belgium’s current financial targets for the period 2007 — 2008; these targets
are neither a profit estimate nor a profit forecast:

- autonomous growth of 5 to 6% per year

- operating result equal to at least 8% of sales

ERIKS Germany

Overview

The most important core activities of ERIKS Germany are power transmissions, sealing technology
and flow technology. The product management of these activities is organised centrally and, in
cooperation with the management of the branch operations, the range of products is continuously
being adapted to meet the specific needs of industrial customers in the various regions of Germany.
Important initiatives have been taken to expand the range of sealing technology and the range of
industrial hoses and accessories. Supported by logistics concepts and tailored to customers
specifications, products are offered to the market. The last three years, the market position of ERIKS
Germany has been strengthened through acquisitions in specific important regions.

Objectives and strategy

ERIKS Germany strives to achieve the following objectives:

- expand the existing core activities (especially power transmissions and sealing technology) in
Germany (expand the market area and increase the market shares) and broaden the activities and
market segments

- approach the market as a single organisational entity

- broaden the range of products and services

- achieve autonomous growth

- professionalize

- increase productivity

ERIKS Germany intends to roll out its existing concept to the “white” areas in Germany, Central Europe
and Eastern Europe and to expand the industrial segments to be approached.

In order to approach the market as a single organisational entity, ERIKS Germany will increase uniform
promotion and publicity when approaching major national and international customers. To facilitate
this process, ERIKS Germany has introduced one centralised business information system with a
shared database. The roll out of this system is almost completed.

To broaden the range of products and services, ERIKS Germany will ensure proactive product
management at cluster level with good anchors at the branch operations.

ERIKS Germany aims to achieve autonomous growth through the expansion of all products groups
with related technical services and processing facilities and the approach of new market segments.
Where necessary, ERIKS Germany will increase market, product, application and processing know-
how. ERIKS Germany also plans to expand logistics services and introduce the TradCom e-portal and
outsourcing solutions (insites).
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To further professionalize the organisation, ERIKS Germany will assure product management at cluster
level and expand account management. The management development program and career
supervision programs will be an important point of attention.

ERIKS Germany believes that the optimisation of its organisational structure and usage of the new
business information system Pro Alpha will help to increase productivity. The next step will be the
integration of the new business information system with those of customers and manufacturers. Where
necessary, storage methods will be further modernised to increase efficiency.

Financial objectives

The following are ERIKS Germany’s current financial targets for the period 2007 — 2008; these targets
are neither a profit estimate nor a profit forecast:

- autonomous growth of 5% to 7% per year

- operating result equal to 7% to 8% of sales

ERIKS France

Overview

The present activities of the specialised branch operations (ERIKS s.a.s. and Adji s.ar.l.) and three local
branch operations (Baudoux Industries s.a.s., Campion s.a.s. and Delaporte Hydraupole s.a s.) differ
too much and do not sufficiently complement each other. The Company believes that a lack of volume
obstructs a successful development of the two business models, and that the existing local activities
can only be successful if the required volume is obtained through acquisition or by joining forces with
a larger partner. Efforts in 2005 and 2006 have not brought the necessary success, since no suitable
larger partners could be found. Reorganisations have been planned in the fourth quarter of 2006. The
Company is currently in the process of executing these reorganisations.

Objectives and strategy

ERIKS France strives to achieve the following objectives:

- reorganise the three local branch operations

- further development into a specialised supplier

- expand product range and volume of the product group valves and the core activity sealing
technology

- increase productivity

The three local companies will be reorganised. The Company expects that a further focus on markets
and products should lead to better financial results. ERIKS s.a.s. will continue as a specialist for valves
and sealing parts. ERIKS France plans to expand the existing specialised activities of ERIKS s.a.s.
through autonomous growth and acquisitions.

To increase productivity, ERIKS France strives to further optimise the control of sales and the structure
and use of the business information systems. The business information systems will then be integrated
with those of customers and manufacturers.

Financial objectives

The following are ERIKS France’s current financial targets for the period 2007 — 2008; these targets are
neither a profit estimate nor a profit forecast:

- autonomous growth of 5 to 7% per year

- operating result equal to 7% of sales

ERIKS UK

Overview

ERIKS UK consists of WYKO'’s operations in the United Kingdom, Ireland and Nigeria, which are
focused on power transmissions, sealing technology, fluid power and maintenance products (see
“THE ACQUISITION”). The Acquisition offers ERIKS good opportunities for better service provision to
its pan-European customers, expansion of WYKO’s product range with ERIKS product groups
developing the OEM market in the United Kingdom, expansion of ERIKS’ product range with WYKO
products and services (in particular pneumatic and electromechanical power transmissions and
outsourcing solutions) and expansion of national and European logistics services
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Objectives and strategy

ERIKS UK strives to achieve the following objectives:
- ERIKS’ two business model concept

- expand product range

- approach market as one trading entity

- accelerate autonomous growth

- professionalize

- improve productivity

ERIKS UK plans to identify potential competence centres within the existing WYKO organisation. In
order to support sales in the OEM sector, ERIKS UK intends to develop a specialised sales engineer
team. ERIKS UK further intends to identify selective acquisition opportunities to establish competence
in non-represented product groups.

ERIKS UK will develop a strategy to adopt the ERIKS trading name across the WYKO network.

In order to accelerate autonomous growth, ERIKS UK plans to continue its initiative to leverage its
customer base between the distribution, electromechanical services and integrated solutions
operations. To accelerate integrated solutions and corporate accounts growth, ERIKS UK intends to
leverage the ERIKS customer base. ERIKS UK will utilise ERIKS’ know-how to penetrate process
industries with existing and new product groups. ERIKS UK intends to continue its call centre initiative
for customers for the smaller MRO customers and will consider the use of the TradCom portal for these
customers. Furthermore, ERIKS UK intends to invest in electronic repair and condition monitoring
resource.

To further professionalize its organisation, ERIKS UK plans to implement a full staff-training program.
ERIKS UK intends to review the branch staffing profile and develop a plan to ensure that sufficient
product know-how is accessible to customers within its cluster. ERIKS UK plans to continue to
populate article database to improve responsiveness to customer enquiries.

To further improve productivity, ERIKS UK intends to investigate and, if needed, to re-model the
current primary processes and logistics.

Financial objectives

The following are ERIKS UK'’s current financial targets for the period 2007 — 2008; these targets are
neither a profit estimate nor a profit forecast:

- autonomous growth of 5 to 7% per year

- increase operating result to 7% in 3 to 4 years (currently 5%)

ERIKS Central Europe

Overview

As of 1 October 2006, the Company has acquired all shares in Passerotti Sp. z 0.0., statutorily based
in Bielsko-Biala and the enterprise of Mowta Bogdan Porzych, statutorily based in Gdansk. These
companies now form the cluster ERIKS Central Europe.

The activities of Passerotti comprise the marketing, sale and customizing of products and services in
the field of sealing technology and mechanical power transmission. Sales are realised in machine and
equipment construction (OEM customers) as well as with industrial end users (MRO customers), in all
sectors of industry in Poland.

Mowta is specialised in the marketing and trade of valves and instrumentation. Sales are realised
especially to industrial end users (MRO customers) and in projects in the chemical, petrochemical,
food and energy industry.

Objectives and strategy

ERIKS Central Europe strives to achieve the following objectives:

- expand its presence

- intensify cooperation between the different operating companies
- broaden the range of products and services

- realise autonomous growth

- professionalize

- increase productivity
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ERIKS Central Europe strives to have a presence in all important industrial areas within its
geographical area. Furthermore, ERIKS Central Europe plans to expand the number of core activities.

In order to intensify the cooperation between the companies within the cluster, ERIKS Central Europe
will gradually introduce the ERIKS business model including the ancillary matrix organisation.

ERIKS Central Europe plans to broaden the range of products and services through pro-active product
management at cluster level, supported by international product managers.

ERIKS Central Europe intends to achieve autonomous growth by improving market, product,
application and product processing know-how (customizing). Furthermore, ERIKS Central Europe will
focus on expanding the range per core activity, the development of logistics services and the support
of a European account management.

ERIKS Central Europe plans to implement uniform management information systems, professionalize
product management and introduce career guidance programs.

To increase productivity, ERIKS Central Europe intends to introduce one business information system
throughout the entire cluster and to modernise logistics and storing methods.

Financial objectives

The following are ERIKS Central Europe’s current financial targets for the period 2007 and beyond;
these targets are neither a profit estimate nor a profit forecast:

- autonomous growth of at least 10% per year

- operating result of 10% of sales

ERIKS USA

Overview

ERIKS USA approaches customers with a range of high-quality sealing elements and industrial plastics
backed up by product, application, processing and logistics concepts know-how. The customer base
expanded in 2006. Utilising the know-how and market position of ERIKS’ European companies, ERIKS
USA can take advantage of worldwide sourcing opportunities.

Objectives and strategy

ERIKS USA strives to achieve the following objectives:
- approach the market as “ERIKS USA”

- expand its presence in the USA

- achieve autonomous growth

- enlarge the market area

- retain level of productivity

ERIKS USA intends to intensify commercial and operational cooperation between the different branch
operations, in order to be able to approach the market as a unity. ERIKS USA strives to realise synergy
through the joint development of products and services.

In November 2006, ERIKS acquired Turpen & Associates, Inc. in Tulsa, Oklahoma. Turpen’s activities
consist of marketing, sale, and the customizing of products and services in the field of sealing
technology, industrial plastics and bearings. The coming years, ERIKS USA will focus on integrating
Turpen into the ERIKS organisation. In the future, ERIKS USA may consider further acquisitions of
specialised suppliers of sealing elements, rubber products and industrial plastics to expand its
presence in the USA.

To achieve autonomous growth, ERIKS USA will work on expanding the range and services. ERIKS
USA intends to invest in top-flight market, product, application and processing know-how and make
use of the sourcing know-how available within ERIKS. Furthermore, ERIKS USA plans to expand
processing facilities and approach new market segments.

In the coming years, ERIKS USA may roll out its business concepts via small acquisitions.

To retain productivity, ERIKS USA intends to further optimise the use of the business information
system and physical and administrative logistics with customers and manufacturers.
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Financial objectives

The following are ERIKS USA’s current financial targets for the period 2007 — 2008; these targets are
neither a profit estimate nor a profit forecast:

- autonomous growth of 4 to 6% per year

- operating result equal to 8% of sales

ERIKS South East Asia

Overview

ERIKS South East Asia focuses on some specific market segments in the region. The cluster has
developed a range of products and services that require product and application know-how and
processing facilities. With the help of international product managers, sales staff is receiving training
to acquire product and application know-how. The sourcing opportunities available within ERIKS are
being utilised.

Objectives and strategy

ERIKS South East Asia strives to achieve the following objectives:
- obtain a product mix tailored to fit its principal markets
- build an image as an industrial distributor/supplier with added value

This necessitates essential and permanent improvement of the marketing mix by:

- professional and pro-active product management

- increased marketing know-how

- profiling the company as a specialist through further development of the technical added value
to be offered (know-how and processing), focused mainly on sealing elements, rubber products
and valves

- direct approach to industrial end users in the defined market segments

- systematic control of office and field sales.

- obtaining volume and sufficient market share

- increasing productivity

Financial objectives

The following are ERIKS South East Asia’s current financial targets for the period 2007 — 2008; these
targets are neither a profit estimate nor a profit forecast:

- autonomous growth of between 5 and 10%

- operating result of between 5 and 6%

Investments

The Company’s principal investments that are in progress are the roll out of the business information
systems SAP to all operating companies in the clusters ERIKS Netherlands and ERIKS Belgium and
the rolling out of the business information system Pro Alpha to all operating companies in the cluster
ERIKS Germany (see — “Clusters - ERIKS Netherlands, ERIKS Belgium and ERIKS Germany”).

Another important investment that is in progress is the establishment of new operating companies in
the Netherlands to expand local presence (see “Clusters- ERIKS Netherlands”).

All investments in progress are financed from the Company’s internal funds.

Organisational structure
The Company is the holding company of more than 50 operating companies in various countries.
Generally, the Company holds directly or indirectly a 100% interest in these operating companies.

The material subsidiaries of the Company are:

- Van Eyle & Ruygers & Schwartz B.V., a wholly-owned subsidiary, incorporated in the Netherlands
- Flexion B.V., a wholly-owned subsidiary, incorporated in the Netherlands

- ERIKS B.V., a wholly-owned subsidiary, incorporated in the Netherlands

- ERIKS N.V., a wholly-owned subsidiary, incorporated in Belgium

- Heusinger & Salmon GmbH, a wholly-owned subsidiary, incorporated in Germany

- Steinebronn Industrietechnik GmbH, a wholly-owned subsidiary, incorporated in Germany

- WYKO, a wholly-owned subsidiary, incorporated in the United Kingdom
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Legal and arbitration proceedings

ERIKS is and, in the past twelve months, has been involved in a number of disputes and commercial
litigation, mostly concerning alleged product defects. None of these has, is expected to have or has
had in the past twelve months significant effects on ERIKS’ financial position or profitability.

Property, plants and equipment

As at the Publication Date, ERIKS owns buildings in various countries:

- the Netherlands: Alkmaar, Hoogezand and Roermond. The properties in Alkmaar and Roermond
have been used as mortgage collateral for a total amount of € 20 million

- Belgium: Brussels, Antwerp and Roesselare

- France: Rouen

- Germany: Mannheim, Hannover and Miinchen

- the United Kingdom: Birmingham (Redfern Road), Chesterfield, Harworth, Dudley, Halesowen
(Hereward Rise), Kirkby-in-Ashfield, Redruth, Totton (Commercial Road), Great Yarmouth

- USA: Greenback, Tennessee

- Scotland: Broxburn, Glasgow (Jessie Street), Inverness
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SUPERVISORY BOARD, MANAGEMENT AND EMPLOYEES

Management structure

The Company has a two-tier board structure, consisting of an Executive Board and a Supervisory
Board. The Executive Board is responsible for the policy and operations of the Company under the
supervision of the Supervisory Board.

Supervisory Board

As at 12 January 2007, the members of the Supervisory Board are:

Name

J.L. Bouma

R.J.A. van der Bruggen

R.A.A. Oliemans

A. Wateler

Date of birth
9 June 1934

26 November 1947

17 February 1944

12 May 1946

Business experience and activities

Mr. Bouma, the chairman of the Supervisory Board, is
a Dutch national. He was first appointed to the
Supervisory Board in 1986 and his term ends
immediately after the annual General Meeting to be
held in 2007.

Mr. Bouma is a former professor of business
economics at the University of Groningen and a
former deputy chairman of the board of AEGON
Association. Mr. Bouma is a member of the Royal
Dutch Academy of Sciences and is a member of the
supervisory boards of Albron B.V., SNS REAAL N.V,,
Intereffekt Investment Funds N.V., Koop Holding
Europe B.V.,, O. de Leeuw B.V.,, Raab Karcher
Bouwstoffen B.V., Middle Europe Real Estate N.V.,
Burgfonds Holding B.V. and Versatel Telecom
International N.V.

Mr. Van der Bruggen is a Dutch national. He was first
appointed to the Supervisory Board in 2005 and his
term ends immediately after the annual General
Meeting to be held in 2009.

Mr. Van der Bruggen is CEO of Imtech N.V.

Mr. Van der Bruggen is a member of the supervisory
board of Gelderse Vallei Hospital and member of the
advisory boards of ABN AMRO Bank N.V. and Cisco
Systems.

Mr. Oliemans is a Dutch national. He was first
appointed to the Supervisory Board in 1997 and his
term ends immediately after the annual General
Meeting to be held in 2010.

Mr. Oliemans is chairman of the supervisory board of
Blydenstein Willink N.V., member of the advisory
council of VM&M B.V.

Mr. Oliemans is former CEO of Ammeraal Conveyor
Belting B.V. and former CEO of Frans Maas Groep N.V.

Mr. Wateler is a Dutch national. He was first appointed
to the Supervisory Board on 16 May 2006 and his term
ends immediately after the annual General Meeting to
be held in 2010.

Mr. Wateler is chairman of the supervisory boards of
BN International B.V. and of Bruynzeel Home Products
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B.V. and member of the supervisory boards of Fashion
Fund, Gamma Holding and Duke Street Capital,
member of the investment committee of Ergon Capital
Partners and member of the board of directors of
Stichting Preferente Aandelen Grolsch.

Mr. Wateler is the former managing director of Parcom
Ventures B.V. Parcom Ventures B.V. is part of ING
Group N.V. and holds an interest in Eriks N.V.

The Company is not aware of any potential conflicts between any duties of the members of the
Supervisory Board to the Company and their private interests and/or other duties.

In relation to the members of the Supervisory Board, the Company is not aware of (i) any convictions
in relation to fraudulent offences in the last five years; (ii) any bankruptcies, receiverships or liquidations
of any entities to which they were associated in the last five years; (jii) any official public incrimination
and/or sanctions of such person by statutory or regulatory authorities (including designated
professional bodies) or disqualification by a court from acting as a member of the administrative,
management or supervisory bodies of an issuer or from acting in the management or conduct of the
affairs of any issuer in the last five years.

The Company’s registered address is the business address of the members of the Supervisory Board
(see “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE - General”).

Executive Board
As at 12 January 2007, the members of the Executive Board are:

Name Date of Birth Business experience and activities

J. van der Zouw 20 June 1954 Mr. Van der Zouw is a Dutch national. He was
appointed to the Executive Board on 1 January 2002
and was appointed as chairman of the Executive
Board with the title of CEO on 12 May 2005 for an
unlimited period of time.

After completing his naval engineering degree, Mr. Van
der Zouw started his professional career as a marine
engineer in 1974. He joined Stork as sales and project
engineer in 1977, responsible for Eastern Europe and
Africa. In 1980, Mr. Van der Zouw started working for
Eriks B.V. as product specialist and later as product
manager, where he contributed to the positioning of
ERIKS as a leading valve supplier. He then joined
Econosto in 1986, as sales manager and later as
deputy officer of the subsidiary Petrecon (supplier of
valves for the chemical, petro chemical and oil and
gas industry). From 1988 until his return to ERIKS, Mr.
Van der Zouw occupied various management
positions at Transmark, including the position of CEO
of Transmark International since 1995. In 1999, Mr.
Van der Zouw returned to ERIKS when he was
appointed as managing director of ERIKS B.V.

J.G. de Boer 23 December 1953 Mr. De Boer is a Dutch national. He was appointed to
the Executive Board with the title of CFO on 1 January
1996 for an unlimited period of time.

Mr. De Boer is chartered accountant and started his
professional career as an assistant controller and later
accountant at Dijker and Doornbos Accountants
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M. Beckers

H.J. Maier

B. Wilson

25 September 1951

28 December 1960

9 February 1955

(currently forming part of PwC). He joined ERIKS in
1985, initially as controller. He was appointed as group
controller in 1991.

Mr. Beckers is a Belgian national. He was appointed to
the Executive Board on 17 May 2005 for an unlimited
period of time.

After completing his A1 Industrial Chemistry degree at
the Rega Institute, Catholic University Leuven, Mr.
Beckers started working at Proctor & Gamble as
product development technician. He occupied various
positions at Proctor & Gamble, such as packaging
manager, packaging coordinator and project
coordinator. From 1984 to 1990, he worked at Duracell
Europe as packaging manager Europe. Between 1990
and 1994, Mr. Beckers was member of the board of
Volta Industries in Italy. In 1994, he joined Dover
Elevators Europe in the United Kingdom, initially as
Business Development Director and later as Managing
Director. Between 1997 and 2005 he worked at
Geveke in the Netherlands, starting as managing
director of two subsidiaries and joining the executive
board of Geveke in 2001; initially as COO and then as
CEOQO until December 2003. Mr. Beckers joined ERIKS
in May 2004 as cluster manager ERIKS Belgium and
general manager ERIKS N.V. in Hoboken.

Mr. Maier is a German national. He was appointed to
the Executive Board on 1 January 2002 for an
unlimited period of time.

After completing his law degree at the University of
Tubingen and University of Munich, Mr. Maier finalised
his formal training as a lawyer at the superior law court
Hamm/Westf. In 1990, he started his professional
career at Wormann, Maier & Partner Rechtsanwalte,
Notare, in Germany as assistant attorney-at-law to
become a partner. In 1992, Mr. Maier joined H+S
Group as managing director of Heusinger + Salmon
GmbH & Co. As a result of the take-over of the H+S
Group by ERIKS in 1997, he became managing
director of the H+S Group. In 1999, he was appointed
as managing director of the cluster ERIKS Germany
and member of Group Council ERIKS, followed by the
appointment as member of the Executive Board in
2002.

Mr. Maier is a member of the supervisory board of
Flexicon AG in Germany.

Mr. Wilson is a British national. He was appointed to
the Executive Board as of 17 November 2006 for an
unlimited period of time.

Mr. Wilson started his professional career in 1972.
After having occupied various positions, he joined
PPG Investments Ltd. in 1983, initially as finance
director and later as managing director. In 1986, he
started working at Langside Ltd. as managing director
until he joined George Boyd Ltd. as managing director
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in 1990. In 1994, he was employed by Wirth Group as
managing director of Monks and Crane Industrial
Group Ltd. and later as coordinator of Wiirth Industrial
Group. In November 2003, Mr. Wilson was appointed
as CEO of WYKO Group Ltd.

Mr. Wilson also acted as non executive director for
FPT Group Ltd from November 1998 to March 2002.
FPT Group Ltd. was sold to WYKO in 2002.

M. Dixon 6 October 1964 Mr. Dixon is a British national. He was appointed to the
Executive Board as of 17 November 2006 for an
unlimited period of time.

After completing his BSC Chemistry degree at the
Imperial College of Science and Technology in 1986,
Mr. Dixon started as assistant chartered accountant at
Ernst & Whinney in 1986. He became chartered
accountant in 1989. In 1990, he joined Barratt
Developments plc as corporate accountant. In 1994,
he started as group accountant at Calder Group Ltd.,
which merged with Rubicon Group plc in 1995. As a
result of this merger, Mr. Dixon was appointed as
group financial controller of Rubicon Group plc in
1995 and was appointed to the executive committee
in 1996. In 1998, he joined FPT Group Ltd., initially as
group finance director and, as of 2000, as group
managing director. During 2002, FPT Group Ltd. was
sold to WYKO. Mr. Dixon took a temporary main board
assignment to implement the merger of the two
companies and left WYKO in November 2002. In
November 2003, he was invited, together with Mr.
Wilson, to return to WYKO as COO.

The Company is not aware of any potential conflicts between any duties of the members of the
Executive Board to the Company and their private interests and/or other duties.

Other than voluntary liquidations of companies within ERIKS in the ordinary course of business, in
relation to the members of the Executive Board the Company is not aware of (i) any convictions in
relation to fraudulent offences in the last five years; (i) any bankruptcies, receiverships or liquidations
of any entities to which they were associated in the last five years; (iii) any official public incrimination
and/or sanctions of such person by statutory or regulatory authorities (including designated
professional bodies) or disqualification by a court from acting as a member of the administrative,
management or supervisory bodies of an issuer or from acting in the management or conduct of the
affairs of any issuer in the last five years.

The Company’s registered address is the business address of the members of the Executive Board
(see “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE - General”).

Remuneration

The aggregate remuneration, which includes fees, salary, bonuses, special pension fund contributions
and additional benefits, paid by the Company in the financial year 2005 for services in all capacities to
the members of the Supervisory Board and the Executive Board (including former members),
amounted to € 1.8 million. The total amounts set aside or accrued in 2005 to provide pension,
retirement or similar benefits for the members of the Executive Board (including former members)
amounted to € 327,000.

The following tables provide the remuneration (including any contingent or deferred compensation) of
each member of the Supervisory Board and Executive Board for their services in all capacities to the
Company for the financial year 2005:
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Remuneration of the members of the Supervisory Board in 2005 (in € thousands):

O = o 18 o o= DTSRRI 35
R.J.A. van der Bruggen (appointed as of May 2005).........ccccceeieeeeeeeeeieiecienreeeeeeeeeeeeeeean 16.3
H.E. Jonker Roelants (resigned as of May 2005) ..........cccccciiumiriieiieeeeeeeeeeccceeeeeeeeeeae e e 14
LN N @ 11T 1 o= g TSR 28
F N = (= 1= PSSP PPPPPPTTI n.a.
L 1= LU PPPPPPPTT I 93.3

Remuneration (including bonuses) for the members of the Executive Board in 2005 (in € thousands):

Regular Pension Severance Profit-sharing Total
payments contribution payment and bonuses

J. van der Zouw (appointed as of May 2005) 280 88 n.a. 127 495
H. Kreuger (resigned as of May 2005)............ 111 58 n.a. 104 273
J.G. de Boer ..., 222 72 n.a. 101 395
M. Beckers (appointed as of May 2005)........ 139 42 n.a. 63 244
H.d. Mai€r .....oooiiiiiiiiee e 222 67 n.a. 101 390
B. Wilson (appointed as of 17 November 2006) n.a. n.a. n.a. n.a. n.a.
M. Dixon (appointed as of 17 November 2006) n.a. n.a. n.a. n.a. n.a.
TOtal e 974 327 n.a. 496 1,797

For additional information on executive remuneration, see “Employment agreements”.

Employment agreements

Currently, no other service contracts, other than those described below, exist which provide benefits
to members of the Supervisory Board or the Executive Board.

Mr. J. van der Zouw

As at 12 January 2007, the employment agreement between the Company and Mr. Van der Zouw
provides for an annual salary of € 330,000 gross, including holiday benefits. Mr. Van der Zouw is
entitled to an annual bonus to be determined by the Supervisory Board on the basis of the Company’s
results and Mr. Van der Zouw’s individual performance. Mr. Van der Zouw’s bonus may not exceed
50% of his annual gross salary. Of this 50%, a maximum of 25% is based on quantitative targets, such
as growth and profitability. A maximum of 25% is based on qualitative targets, such as fulfiiment of the
main points of the policy plan. Furthermore, Mr. Van der Zouw is entitled to a bonus pursuant to the
LTIP (as defined below; see “Long term incentive plan for the Executive Board”). Mr. Van der Zouw
is entitled to a company car.

The employment agreement has been entered into for an indefinite period of time. The employment
agreement may be terminated by the Company with a notice period of four months and by Mr. Van der
Zouw with a notice period of two months.

In case of termination of the employment (i) by the Company other than in case of termination with
immediate effect because of an urgent cause or (ii) by either party and the cause of such termination
is not within Mr. Van der Zouw’s control (such as a take-over or merger of the Company), Mr. Van der
Zouw will be entitled to a compensation equal to two months extra salary for each year of service with
a maximum of 12 months. The exact amount of this compensation will be determined taking into
account all relevant circumstances. Other than summarised, Mr. Van der Zouw’s employment
agreement does not provide for severance payment upon termination of employment with the
Company.

Mr. J.G. de Boer

As at 12 January 2007, the employment agreement between the Company and Mr. De Boer provides
for an annual salary of € 240,000 gross, including holiday benefits. Mr. De Boer is entitled to an annual
bonus to be determined by the Supervisory Board on the basis of the Company’s results and Mr. De
Boer’s individual performance. Mr. De Boer’s bonus may not exceed 50% of his annual gross salary.
Of this 50%, a maximum of 25% is based on quantitative targets, such as growth and profitability. A
maximum of 25% is based on qualitative targets, such as fulfilment of the main points of the policy
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plan. Furthermore, Mr. De Boer is entitled to a bonus pursuant to the LTIP (see “Long term incentive
plan for the Executive Board”). Mr. De Boer is entitled to a company car.

The employment agreement has been entered into for an indefinite period of time. The employment
agreement may be terminated by each party with a notice period of six months. This notice period is
in violation with Dutch law. On the basis of the existing case law, it is unclear how such provision must
be interpreted; it may result in a notice period of six months for the Company and three months for Mr.
De Boer, but it may also result in a different notice period, including, but not limited to, twelve months
for the Company and six months for Mr. De Boer.

In case of termination of the employment (i) by the Company other than in case of termination with
immediate effect because of an urgent cause or (ii) by Mr. De Boer because he is no longer prepared
to perform his duties in view of changed circumstances as a result of which Mr. De Boer may no longer
be required to do so, Mr. De Boer will be entitled to a compensation equal to one and a half time Mr.
de Boer’s gross salary (including bonus and other emoluments) over the preceding twelve months. The
exact amount of this compensation will be determined taking into account all relevant circumstances.
Other than summarised, Mr. De Boer’'s employment agreement does not provide for severance
payment upon termination of employment with the Company.

Mr. M. Beckers

Mr. Beckers has entered into an employment agreement with the Company and an employment
agreement with Eriks N.V. (Belgium). As at 12 January 2007, the employment agreements provide for
a total annual salary of € 240,000 gross. Mr. Beckers is entitled to an annual bonus to be determined
by the Supervisory Board on the basis of the Company’s results and Mr. Becker’s individual
performance. Mr. Becker’s bonus may not exceed 50% of his annual gross salary. Of this 50%, a
maximum of 25% is based on quantitative targets, such as growth and profitability. A maximum of
25% is based on qualitative targets, such as fulfilment of the main points of the policy plan.
Furthermore, Mr. Beckers entitled to a bonus pursuant to the LTIP (see “Long term incentive plan for
the Executive Board”). Mr. Beckers is entitled to a company car.

The employment agreements have been entered into for an indefinite period of time.

The employment agreement between Mr. Beckers and the Company may be terminated by the
Company with a notice period of four months and by Mr. Beckers with a notice period of two months.
In case of termination of the employment between Mr. Beckers and the Company (i) by the Company
other than in case of termination with immediate effect because of an urgent cause or (ii) by either party
and the cause of such termination is not within Mr. Beckers’ control (such as a take-over or merger of
the Company), Mr. Beckers’ will be entitled to a compensation equal to two months extra salary for
each year of service with a maximum of 12 months. The exact amount of this compensation will be
determined taking into account all relevant circumstances. Other than summarised, Mr. Beckers’
employment agreement with the Company does not provide for severance payment upon termination
of employment with the Company.

The employment agreement between Mr. Beckers and Eriks N.V. may be terminated by each party
taking into account a notice period of two months, to be increased with one month per year of service
or the payment of a compensation equal to the salary for such period. Furthermore, each party may
terminate the agreement with immediate effect because of gross negligence of the other party without
prejudice to any rights to damages. Other than summarised, Mr. Beckers’ employment agreement with
Eriks N.V. does not provide for severance payment upon termination of employment with Eriks N.V.

Mr. H.J. Maier

Mr. Maier has entered into an employment agreement with the Company and an employment
agreement with Eriks Holding Deutschland GmbH (Germany). As at 12 January 2007, the employment
agreements provide for an annual salary of € 240,000 gross. Mr. Maier is entitled to an annual bonus
to be determined by the Supervisory Board on the basis of the Company’s results and Mr. Maier’s
individual performance. Mr. Maier’s bonus may not exceed 50% of his annual gross salary. Of this
50%, a maximum of 25% is based on quantitative targets, such as growth and profitability. A
maximum of 25% is based on qualitative targets, such as fulfilment of the main points of the policy
plan. Furthermore, Mr. Maier is entitled to a bonus pursuant to the LTIP (see “Long term incentive
plan for the Executive Board”). Mr. Maier is entitled to a company car.

The employment agreements have been entered into for an indefinite period of time.
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The employment agreements may be terminated by the Company or Eriks Holding Deutschland GmbH
with a notice period of four months and by Mr. Maier with a notice period of two months. In case of
termination of the employment between Mr. Maier and the Company (i) by the Company other than in
case of termination with immediate effect because of an urgent cause or (i) by either party and the
cause of such termination is not within Mr. Maier’s control (such as a take-over or merger of the
Company), Mr. Maier will be entitled to a compensation equal to two months extra salary for each year
of service with a maximum of 12 months. The exact amount of this compensation will be determined
taking into account all relevant circumstances. Other than summarised, Mr. Maier’s employment
agreements do not provide for severance payment upon termination of employment with the Company
or Eriks Holding Deutschland GmbH.

Mr. B. Wilson

As at 12 January 2007, the employment agreement between WYKO and Mr. Wilson provides for an
annual salary of £ 260,000 gross. Mr. Wilson is entitled to an annual bonus to be determined by the
Supervisory Board on the basis of the Company’s results and Mr. Wilson’s individual performance. Mr.
Wilson’s bonus may not exceed 50% of his annual gross salary. Of this 50%), a maximum of 25% is
based on quantitative targets, such as growth and profitability. A maximum of 25% is based on
qualitative targets, such as fulfilment of the main points of the policy plan. Furthermore, Mr. Wilson is
entitled to a bonus pursuant to the LTIP (see “Long term incentive plan for the Executive Board”).
Mr. Wilson is entitled to a company car.

The employment agreement has been entered into for an indefinite period of time.

The employment agreements may be terminated by WYKO with a notice period of four months and by
Mr. Wilson with a notice period of two months. WYKO may also terminate the employment agreement
without taking into account the aforementioned notice period, provided that it will continue to pay an
amount equal to the base salary and other benefits Mr. Wilson would be entitled to for the remaining
period. Furthermore, WYKO may terminate the employment agreement with immediate effect in case
certain events, such as Mr. Wilson being incapacitated by reason of ill-health or accident from
performing his duties for a period of more than 52 weeks in the two years preceding the notice, a
serious or material breach of his obligations under the employment agreement, Mr. Wilson being found
guilty of a serious criminal offence.

In case of termination of the employment between Mr. Wilson and WYKO (i) by WYKO other than in
case of termination with immediate effect because of an urgent cause or (i) by either party and the
cause of such termination is not within Mr. Wilson’s control (such as a take-over or merger), Mr. Wilson
will be entitled to a compensation equal to two months extra salary for each year of service with a
maximum of 12 months. The exact amount of this compensation will be determined taking into
account all relevant circumstances. Other than summarised and under normal circumstances, Mr.
Wilson is entitled to a compensation fee of one month per year of service with a maximum of twelve
months. For the purpose of calculating these severance payments, only years of service after the date
of the Acquisition shall qualify. Other than summarised, Mr. Wilson’s employment agreements do not
provide for severance payment upon termination of employment with WYKO.

Mr. M. Dixon

As at 12 January 2007, the employment agreement between WYKO and Mr. Dixon provides for an
annual salary of £ 205,000 gross. Mr. Dixon is entitled to an annual bonus to be determined by the
Supervisory Board on the basis of the Company’s results and Mr. Dixon’s individual performance. Mr.
Dixon’s bonus may not exceed 50% of his annual gross salary. Of this 50%, a maximum of 25% is
based on quantitative targets, such as growth and profitability. A maximum of 25% is based on
qualitative targets, such as fulfiiment of the main points of the policy plan. Furthermore, Mr. Dixon is
entitled to a bonus pursuant to the LTIP (see “Long term incentive plan for the Executive Board”).
Mr. Dixon is entitled to a company car.

The employment agreement has been entered into for an indefinite period of time.

The employment agreement may be terminated by WYKO with a notice period of four months and by
Mr. Dixon with a notice period of two months. WYKO may also terminate the employment agreement
without taking into account the aforementioned notice period, provided that it will continue to pay an
amount equal to the base salary and other benefits Mr. Dixon would be entitled to for the remaining
period. Furthermore, WYKO may terminate the employment agreement with immediate effect in case
certain events, such as Mr. Dixon being incapacitated from performing his duties by reason of ill-health
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or accident for a period of more than 52 weeks in the two years preceding the notice, a serious or
material breach of his obligations under the employment agreement or Mr. Dixon being found guilty of
a serious criminal offence.

In case of termination of the employment between Mr. Dixon and WYKO (i) by WYKO other than in
case of termination with immediate effect because of an urgent cause or (ii) by either party and the
cause of such termination is not within Mr. Dixon’s control (such as a take-over or merger), Mr. Dixon
will be entitled to a compensation equal to two months extra salary for each year of service with a
maximum of 12 months. The exact amount of this compensation will be determined taking into
account all relevant circumstances. Other than summarised and under normal circumstances, Mr.
Dixon is entitled to a compensation fee of one month per year of service with a maximum of twelve
months. For the purpose of calculating these severance payments, only years of service after the date
of the Acquisition shall qualify. Other than summarised, Mr. Dixon’s employment agreements do not
provide for severance payment upon termination of employment with WYKO.

Loans to management

No loans have been made by the Company to any member of the Executive Board or any member of
the Supervisory Board.

Shareholdings
The following tables provide the number of Ordinary Shares held by each member of the Supervisory
Board and Executive Board as at 12 January 2007.

Supervisory Board

R = 1o U o o - O RSTRRRRPR 1,674
R N V=T g W e =T gl = (U T T 1= o SO SPRPRRRN 0
LT N AN @ 11 T=Y 0 F=1 o = 0
F AT = | (Y =T PSPPSRt 0
o ] = | 1,674

Executive Board

Y7 T T [T o 10 1V 3,288
B C o =Y = 1o = 4,928
I = 1= o =T OSSP PPPRT 0
L TR AV = 1= PP UP PP 556
B. Wilson (appointed as of 17 November 20006)..........ccceeeeeeeeeieiiciineeeeeeeeeeeeeeeesssnnsssseeeeeeens 0
W. Dixon (appointed as of 17 November 2006)............cccceccuimrieieeeeeeeeeeesecerneeeeeeeeeeeeeeennns 0
o ] = | N 8,772

Board practices

Supervisory Board

The Supervisory Board supervises the policies of the Executive Board, and the Company’s general
course of affairs and business. In performing their duties, members of the Supervisory Board must
serve the Company’s interests and those of the Company’s business.

The Supervisory Board must consist of at least three members. The General Meeting determines the
number of members of the Supervisory Board. Only natural persons can be members of the
Supervisory Board. The members of the Supervisory Board are appointed by the General Meeting for
a maximum period of four years. A member of the Supervisory Board may be re-appointed provided
that he will not be in office for a total period exceeding twelve years, unless the General Meeting, on
proposal of the Supervisory Board, decides otherwise. The members of the Supervisory Board are
required to resign according to a rotation schedule determined by the Supervisory Board.

The Executive Board shall invite the Supervisory Board within sixty days after a vacancy appears to
make a non-binding nomination for a new member of the Supervisory Board. A resolution to appoint
a person that has been nominated by the Supervisory Board requires an absolute majority of the votes
cast. A resolution to appoint a person that has not been nominated by the Supervisory Board requires
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an absolute majority of the votes cast, provided that such majority represents at least one third of the
issued and outstanding share capital of the Company. If less than one third of the issued and
outstanding share capital is represented but an absolute majority of the votes is cast in favour of the
proposal to appoint the nominated member of the Supervisory Board, a new General Meeting may be
convened. At such second meeting, the relevant resolution to appoint the nominated member of the
Supervisory Board requires an absolute majority of the votes cast, irrespective of the percentage of
issued and outstanding share capital represented.

The remuneration of each member of the Supervisory Board is determined by the General Meeting.
The expenses of the members of the Supervisory Board are reimbursed by the Company.

Resolutions of the Supervisory Board are validly adopted by an absolute majority of votes cast by the
members of the Supervisory Board represented in the meeting, provided that the majority of
Supervisory Board members is represented. A member of the Supervisory Board does not participate
in the vote on a topic or transaction in respect of which he has a conflict of interest with the Company.
Such member will not be taken into account for the purpose of determining the number of members
of the Supervisory Board present or represented. Resolutions of the Supervisory Board can be taken
outside a meeting by unanimous vote.

The Supervisory Board appoints a chairman and a vice-chairman from among its members and may
appoint a secretary and a vice-secretary. The Supervisory Board has adopted rules governing its
internal organisation.

Pursuant to the Articles of Association, the General Meeting may suspend or dismiss a Supervisory
Director at any time taking into account the applicable provisions of the Articles of Association.

Executive Board

The Executive Board is responsible for the management of the Company under the supervision of the
Supervisory Board.

The Supervisory Board determines the number of members of the Executive Board. The General
Meeting is entitled to appoint members of the Executive Board. The Supervisory Board appoints a
chairman from amongst the members of the Executive Board.

The Executive Board shall invite the Supervisory Board within sixty days after a vacancy appears to
make a non-binding nomination for a new member of the Executive Board. A resolution to appoint a
person that has been nominated by the Supervisory Board requires an absolute majority of the votes
cast. A resolution to appoint a person that has not been nominated by the Supervisory Board requires
an absolute majority of the votes cast, provided that such majority represents at least one third of the
issued and outstanding share capital of the Company. If less than one third of the issued and
outstanding share capital is represented but an absolute majority of the votes is cast in favour of the
proposal to appoint the nominated member of the Supervisory Board, a new General Meeting may be
convened. At such second meeting, the relevant resolution to appoint the nominated member of the
Supervisory Board requires an absolute majority of the votes cast, irrespective of the percentage of
issued and outstanding share capital represented.

Pursuant to the Articles of Association, the General Meeting may suspend or dismiss a member of the
Executive Board at any time taking into account the applicable provisions of the Articles of
Association. The Supervisory Board is also entitled to suspend (but not to dismiss) a member of the
Executive Board.

The General Meeting adopts a remuneration policy for the Executive Board on the proposal of the
Supervisory Board. The remuneration policy applicable at the date of this Prospectus was adopted by
the General Meeting on 12 May 2005 and 16 May 2006. The Supervisory Board determines the salary
and other terms and conditions of employment of the members of the Executive Board in accordance
with the remuneration policy.

The Executive Board and each member of the Executive Board are entitled to represent the Company.

Certain resolutions of the Executive Board identified in the Articles of Association require the approval
of the Supervisory Board. Furthermore, the Executive Board requires the approval of the General
Meeting for resolutions regarding a significant change in the identity or nature of the Company or its
business.
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The Executive Board has adopted rules governing its internal organisation. These rules may only be
amended with the approval of the Supervisory Board.

In the event of a conflict of interest between a member of the Executive Board in its private capacity
and the Company, the Company must be represented by a member of the Supervisory Board
designated by the Supervisory Board, unless the General Meeting designates a person for such
purpose. If a member of the Executive Board has a conflict of interest with the Company other than
as referred to in the preceding sentence, he and each of the other members of the Executive Board,
still have the power to represent the Company in that matter, unless the General Meeting designates
a person for such purpose.

In case one or more members of the Executive Board are prevented from acting or are absent, the
remaining members of the Executive Board are, or the only remaining member of the Executive Board
is, temporarily in charge of the entire management. The Supervisory Board may designate one or more
temporary executive directors for the relevant period. In case all members of the Executive Board are,
or the only member of the Executive Board is, prevented from acting or are/is absent, the Supervisory
Board will assume the management temporarily or it may designate one or more temporary executive
directors.

Liability of members of the Supervisory Board and the Executive Board

Under Dutch law, members of management may be liable to the Company for damages in the event
of improper or negligent performance of their duties. They may be jointly and severally liable for
damages to the Company and to third parties for infringement of the Articles of Association or of
certain provisions of the Dutch Civil Code. In certain circumstances, members of management may
also incur additional specific civil and criminal liabilities. Members of the Executive Board, the
Supervisory Board, and certain executive officers of the Company are insured under an insurance
policy against damages resulting from their conduct when acting in the capacities as such members
or officers.

In addition, the Articles of Association stipulate that current and former members of the Executive

Board and the Supervisory Board are entitled to reimbursement of:

- costs of conducting a defence against claims based on acts or failures to act in the exercise of
their duties or the exercise of any other duties currently or previously performed by them at the
Company’s request

- any damages or fines payable by them as a result of an act or failure to act as referred to above

- costs of appearing in other legal proceedings in which they are involved as current or former
members of the Executive Board or the Supervisory Board, with the exception of proceedings
primarily aimed at pursuing a claim on their own behalf.

There shall, however, be no entitlement to reimbursement if and to the extent that:

- it has been established by a Dutch court in a final and conclusive decision that the act or failure
to act of the person concerned may be characterised as wilful (opzettelijk), intentionally reckless
(bewust roekeloos) or seriously culpable (ernstig verwijtbaar) conduct, unless (i) Dutch law
provides otherwise or (ii) this would be unacceptable in view of the requirements of
reasonableness and fairness (redelijkheid en billijikheid) when taking into account the relevant
circumstances; or

- the costs or financial loss of the person concerned are covered by an insurance and the insurer
has paid out the costs or financial loss.

Labour relations

Employees
The average numbers of FTEs employed by ERIKS, excluding WYKO, in the last three years were:

2003 2004 2005

Total number of employees ..........ccccceeeirieiiiieeiieiiecceeeeeee, 1,942 2,011 2,081

Source: Company
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The following chart shows the number of FTEs employed by the Company, ERIKS Netherlands, ERIKS
Belgium, ERIKS Germany, ERIKS France, ERIKS USA and ERIKS South East Asia, respectively, in the
last three years at year-end (as WYKO did not yet form part of ERIKS at those dates, the chart does
not include ERIKS UK):

2003 2004 2005
COMPANY ...t ee e e e e e e e aaaeeas 16 15 15
ERIKS Netherlands.............ccccccoooeiiiiiic e, 786 811 842
ERIKS Belgium ............ccccooiiiiiiieeceee e 556 579 576
ERIKS GErmany...........c.ccccoeeiiiiieeecieeeeeeceeee e 292 398 410
ERIKS France............cccooooiiiiiiiie e 135 121 128
ERIKS USA ...t 88 77 73
ERIKS South East Asia.............c.cccccvieeiiiiiiiee e, 56 61 59
TOtal ... 1,929 2,062 2,103

Source: Company

The increase in the number of employees at ERIKS Netherlands was due mainly to the recruitment of
new employees for local branch operations and the expansion of existing business.

Conditions of employment

The overall remuneration package at ERIKS is related to the customary remuneration structures
(primary and secondary employee benefits) prevailing in the countries and regions concerned. Primary
employee benefits consist of fixed and variable parts. The size of the variable part depends on an
employee’s personal accomplishments and on the Company’s results. Pension plans have been put in
place for employees in a few countries and regions. The Company’s objective is to base these plans
on collective schemes linked to available contributions. The employer’s annual contribution is fixed
under such schemes.

In 2005, the Company developed in consultation with the relevant labour unions and works councils a
standard package of employee benefits, in addition to the applicability of the collective labour
agreement (see “Collective labour agreement”) for all employees of the ERIKS Netherlands cluster,
including the Company. Furthermore, various social and pension schemes (including pre-pension
schemes) were modified in preparation for amended legislation that came into force at the start of
2006.

Collective labour agreement

All employees of the ERIKS Netherlands cluster, with the exception of employees in management
positions, are covered by the collective labour agreement for technical wholesale business (CAO
Technische Groothandel). This collective labour agreement is in principle renegotiated bi-annually. The
current collective labour agreement runs from 1 January 2006 until and including 31 December 2007.

Works councils

Within ERIKS there are currently works councils at Eriks B.V. (Netherlands), Flexion B.V. (Netherlands),
van Eyle & Ruygers-Schwartz B.V. (Netherlands), Eriks N.V. (Belgium), Baudion N.V. (Belgium) and Hill
& Muller GmbH (Germany).

A works council is a representative body of the employees of an enterprise elected by the employees.

Pursuant to Dutch law, the managing board of any company that runs an enterprise with a works
council, must seek the non-binding advice of the works council before taking certain decisions with
respect to the enterprise, such as those related to a major restructuring, a change of control, or the
appointment or dismissal of a member of the managing board in case such member alone or jointly
with others, directly controls the management of the enterprise. If the decision to be taken is not in line
with the advice of the works council, the implementation of the relevant decision must be suspended
for one month, during which period the works council may appeal against the decision. Certain other
decisions directly involving employment matters that apply either to all employees or certain groups of
employees, may only be taken with the works council’s consent. In the absence of such prior consent,
the decision may nonetheless be taken with the prior consent of the courts.
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Pursuant to Belgian law, a works council is entitled to receive certain information, such as financial and
economic information and information regarding employment, from the managing board of any
company that runs an enterprise with a works council. The managing board must seek the non-binding
advice of the works council before taking certain decisions, for example with respect to modifications
in the structure of the enterprise, collective dismissal, closure of the enterprise or of its branches. A
works council has decisive power in respect of certain topics, for example in relation to the dates of
yearly vacation, and organisational rules concerning parental leave. A works council also has a number
of supervision tasks, for example regarding the observance of industrial and social legislation, and is
entrusted with the task of managing certain employee benefits.

On 7 December 2005, various works councils of the Netherlands and Belgium entities within ERIKS
entered into an agreement with the Company to install a central employee participation council, named
the Euro Covenant Council. The purpose of this council is to represent the common interest of ERIKS’
employees regarding topics that relate to the ERIKS’ enterprises in Europe, for example by discussing
ERIKS’ policy with the CEO of the Executive Board bi-annually. The council has certain advisory
powers and information rights.

Furthermore, the various works councils and other employee representative bodies of the enterprises
in the cluster ERIKS Netherlands entered into an agreement with the Company to install a group works
council, named the Cluster Works Council. The purpose of this council is to represent the common
interests of employees of the cluster ERIKS Netherlands, regarding topics that relate for these
companies. The council has certain advisory and approval power and information rights.

Long term incentive plan for the Executive Board

On 21 August 2006, the Supervisory Board approved a long-term incentive program for the Executive
Board (the “LTIP”). Under the LTIP, the members of the Executive Board will be entitled to a bonus of
85% of 50% of their gross annual salary provided that the following criteria are met. The increase of
ERIKS’ turnover increased more than 25% in three years and the return on the aggregate invested
capital including activated goodwill over a period of three years is more than 15% (EBITA divided by
aggregate invested capital). These criteria may be amended from time to time. The LITP became
effective retroactively as of the period 2003-2005. As a result thereof, Mr. Van der Zouw, Mr. De Boer
and Mr. Maier received a bonus in 2006.
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DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE

General

The Company is a public limited liability company (naamloze vennootschap) and was incorporated
under the laws of the Netherlands on 12 May 1952. The corporate seat of the Company is in Alkmaar,
the Netherlands. The registered office of the Company is Arcadialaan 14, Victory Building 32-c, 1813
KN Alkmaar, the Netherlands and the Company is registered in the Commercial Register by the
Chamber of Commerce Noord-West Holland (handelsregister van de Kamer van Koophandel en
Fabrieken in Noord-west Holland) under number 37013289. The telephone number of the Company is
+31 (0)72 5475888. The Articles of Association were most recently amended by notarial deed on 23
May 2005 before H.J. Steinvoort, civil law notary in Amsterdam. The N.V. number under which the
Company is registered wit the Ministry of Justice is N.V. 64.738.

The following description of the Company’s share capital and corporate structure does not purport to
be complete and is qualified in its entirety by reference to the full text of the Articles of Association.

Corporate purpose

Pursuant to article 2 of the Articles of Association, the Company’s corporate objects are to participate
in, to conduct the management of, and to finance other business enterprises and companies of
whatever nature, to acquire, exploit, encumber and dispose of registered assets (registergoederen), to
borrow and lend funds, as well as to manage and invest capital. In addition, the Company may provide
security for and guarantee liabilities of third parties and finally conduct all activities which are incidental
or may be conducive to any of the foregoing.

Share capital

History Company’s share capital

On 23 May 2005, after close of trading on Euronext Amsterdam, the then 3,887,039 outstanding
Ordinary Shares with a nominal value of € 1.00 each, were split into 7,774,078 Ordinary Shares with a
nominal value of € 0.50 each. On that same date, after close of trading on Euronext Amsterdam, the
depositary receipts issued for the Ordinary Shares were delisted and the Ordinary Shares decertified.
As of 24 May 2005, the Ordinary Shares, with a nominal value of € 0.50 each, were listed and traded
on Euronext Amsterdam.

The following table sets forth the Company’s authorised (maatschappelijk) and issued (geplaatst) share
capital, as well as the nominal value of the Ordinary Shares, the Preference Shares and the Financing
Preference Shares (together with the Ordinary Shares and the Preference Shares, the “Shares”) as at
12 January 2007.

Nominal Number Number

value per of Shares of Shares

Share authorised issued

Ordinary Shares............uuuuiiiiiiiiieeeieieeeeeeeeeeeeeeeeeeeeee e €0.50 15,000,000 8,030,776
Preference Shares.............oooeeiiiiiieeei i €0.50 19,000,000 0
Financing Preference Shares (two series*) ........................ €0.50 4,000,000 0

* The Articles of Association provide for two series of Financing Preference Shares: Series A and Series B

All issued and outstanding Ordinary Shares are issued under Dutch law and are fully paid up.

Shareholders’ register

The names and addresses of shareholders are entered in the shareholders’ register maintained by the
Executive Board and kept at the Company’s offices. This register also indicates the number of shares
held by each shareholder and the amount paid up on each Share. The register also includes the names
and addresses of persons who hold certain ownership rights (for example, usufruct) or a right of
pledge in respect of Shares, to the extent Shares are not entered into the collective deposit
(verzameldepot) and giro deposit (girodepot) on the basis of the Securities Giro Act (Wet Giraal
Effectenverkeer).
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On request of the shareholder, the usufructary or the pledgee, the Company is required to provide an
extract from the register of shareholders in respect of such person’s rights to any Shares. The registers
are available at the Company’s corporate office in Alkmaar, the Netherlands, for inspection by
shareholders, as well as inspection by usufructaries and pledgees insofar as the rights attached to
depositary receipts issued with the cooperation of the Company have been granted to them.

Ordinary Shares

General

Ordinary Shares are issued in registered form only. No share certificates are issued for Ordinary
Shares. Ordinary Shares must be fully paid up upon issue.

Transfer of Ordinary Shares

Transfer of an Ordinary Share which are not entered into the collective deposit (verzameldepot) and
giro deposit (girodepot) on the basis of the Securities Giro Act requires an instrument of transfer and,
if the Company is not a party to the transfer, a written acknowledgment by the Company of the transfer.

Financing Preference Shares

General

Financing Preference Shares are issued in registered form only. No share certificates are issued for
Financing Preference Shares. Financing Preference Shares must be fully paid up upon issue and have
preferred dividend rights as described under “Profits/dividends” below.

Transfer of Financing Preference Shares

A transfer of a Financing Preference Share requires the approval of the Executive Board, which
approval is subject to the approval of the Supervisory Board. A holder of Financing Preference Shares
who intends to transfer his Financing Preference Shares must request the Executive Board for
approval in writing.

Preference Shares

General

Preference Shares are issued in registered form only. No share certificates are issued for Preference
Shares. At least 25% of the par value of Preference Shares must be paid up upon subscription (“call
amount”). The call amount must be equal for each Preference Share. Preference Shares have
preferred dividend rights as described under “Profits/dividends” below.

The Executive Board may, subject to the approval of the Supervisory Board, determine an additional
amount that must be paid on Preference Shares which have not yet been paid in full and the date on
which such additional amount must be paid.

Transfer of Preference Shares

A transfer of a Preference Share requires the approval of the Executive Board, which approval is
subject to the approval of the Supervisory Board. A holder of Preference Shares who intends to
transfer his Preference Shares must request the Executive Board for approval in writing.

Issue of shares; pre-emption rights

Issue of shares

Shares may be issued pursuant to a resolution of the General Meeting, unless the General Meeting has
delegated this authority to the Executive Board. The delegation of this authority can only be made for
a definite period of not more than five years and may not be extended in excess of five years.

The authority to issue Ordinary Shares was delegated to the Executive Board. The delegation applies
for (i) a maximum of 20% of the total number of issued Ordinary Shares as per 16 May 2006 and (ii)
such additional number of authorised Ordinary Shares as may be required to refinance the Acquisition.
The delegation referred to under (i) will end on 16 May 2008, unless extended by the General Meeting
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and the delegation referred to under (ii) will end on 15 May 2007, unless extended by the General
Meeting.

The authority to issue Preference Shares was delegated to the Executive Board for a period ending on
12 May 2010. The Executive Board requires the approval of the General Meeting for a resolution to
issue Preference Shares if, as a consequence of such issuance the nominal amount of the issued
Preference Shares may or will exceed the nominal amount of any issued Financing Preference Shares
and and of the issued Ordinary Shares. Furthermore, if the Executive Board adopts a resolution to
issue Preference Shares, it must explain the relevant issuance in a General Meeting within four weeks
after such issuance, unless such explanation has already been provided in advance.

The body authorised to resolve to issue Shares determines the price and further terms and conditions
of the issuance. A resolution to issue Shares and to determine the price and further terms and
conditions of the issuance is subject to the approval of the Supervisory Board.

The above also applies to the granting of rights to subscribe for Shares, such as options, but does not
apply to an issue of Shares pursuant to the exercise of such (previously granted) rights.

A resolution of the General Meeting to issue Ordinary Shares or to designate the Executive Board as
the corporate body to do so, requires a prior or simultaneous resolution of each group of holders of
Shares of a specific class whose rights will be affected. This does not apply if only Ordinary Shares
have been issued.

Pre-emption rights

In general, each holder of Ordinary Shares has a pre-emption right in respect of Ordinary Shares to be
issued in proportion to the aggregate amount of his Ordinary Shares.

Pre-emption rights may be limited or excluded by a resolution of the General Meeting, which requires
a majority of at least two-thirds of the votes cast, if less than one half of the issued share capital is
represented at the meeting. The General Meeting may delegate this authority to the Executive Board,
which resolution also requires a majority of at least two-thirds of the votes cast, if less than one half of
the issued share capital is represented at the meeting. The delegation of this authority can only be
made for a definite period of not more than five years and may not be extended in excess of five years.
A resolution to limit or exclude pre-emption rights requires the approval of the Supervisory Board.

The authority to limit or exclude pre-emption rights has been delegated to the Executive Board. The
delegation in respect of an issue of Ordinary Shares referred to under (i) in “Issue of shares” above
will end on 16 May 2008, unless extended by the General Meeting and the delegation in respect of an
issue of Ordinary Shares referred to under (i) in “Issue of shares” above will end on 15 May 2007,
unless extended by the General Meeting.

The above also applies to the granting of rights to subscribe for Ordinary Shares, such as options, but
does not apply to an issue of Ordinary Shares pursuant to the exercise of such (previously granted)
rights.

Holders of Ordinary Shares shall not have pre-emption rights in respect of issuances of Financing
Preference Shares or Preference Shares. Holders of Financing Preference Shares or Preference Shares
have no pre-emption rights in respect of issuances of any Shares. Pre-emption rights do not apply with
respect to Shares issued against contribution in kind or Shares issued to the Company’s employees
or to employees of one of its group companies.

Stichting Eriks Group

General

The Foundation was incorporated on 16 June 1989. Its principal office is located at Arcadialaan 14,
Victory Building 32-c, 1813 KN Alkmaar, the Netherlands. The objective of the Foundation is to
promote the interests of the Company and of the enterprises that form part of the Company’s group
and the interests of all stakeholders in order to safeguard such interests. The Foundation may
accomplish its objects by way of acquiring Preference Shares and to exercise the voting rights on such
shares in the Company‘s interests and the interests of its stakeholders. The board of the Foundation
consists of three board members. Furthermore, the Foundation’s articles provide for an observer who
is entitled to attend the meetings of the Foundation’s board and to speak at such meetings. A board
member shall be appointed by the board of the Foundation with the approval of the Company’s
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Supervisory Board, with due observance of the criteria for independence set out in the articles of the
Foundation. The observer is appointed by the Executive Board from among its members. Currently,
the observer in the Foundation is Mr. J. de Boer. He is not a member of the board of the Foundation
and as such has no formal influence on the voting in the board meeting. Board resolutions will be
adopted by a majority of the votes cast in a meeting where all board members and the observer have
been properly convened. The Foundation is represented vis-a-vis third parties by the entire board.

Call option

On 25 October 1989, the Company granted the Foundation right to subscribe for Preference Shares.
This call option currently enables the Foundation to acquire such number of Preference Shares as
equals the nominal amount of all outstanding Ordinary Shares and all outstanding Financing
Preference Shares, if any, at the time of the relevant exercise of the option, less € 0.50 (the “Call
Option”). The terms and conditions of this option are laid down in an option agreement between the
Company and the Foundation, which agreement was most recently amended on 24 May 2005 (the
“Option Agreement”) (see “RELATED PARTY TRANSACTIONS - Option Agreement”). When
exercising the option and exercising its voting rights on the Preference Shares acquired as a result of
exercising the option, the Foundation must act in the Company’s interest and the interests of the
Company’s stakeholders. The purpose of the Foundation’s call option is to create a period of time in
which the Company can study the available alternatives in case of an imminent change of control that
might not be in the best interests of the Company and its stakeholders.

Repurchase of Shares by the Company

The Executive Board may, subject to the authorisation of the General Meeting and subject to Dutch
law, cause the Company to acquire for consideration fully paid-up Shares. However, such repurchase
is only permitted, if and to the extent that (i) the shareholders’ equity, less the payment required to
make the repurchase, does not fall below the sum of called-up and paid-up capital and any reserves
required by Dutch law or the Articles of Association; and (ii) the Company and its subsidiaries would
thereafter not hold Shares with an aggregate nominal value exceeding 10% of the Company’s issued
share capital. The General Meeting must specify in the authorisation, which would be valid for not
longer than eighteen months, the number of Shares which may be acquired, the manner in which they
may be acquired and the limits within which the price must be set. At the date of this Prospectus, the
General Meeting has not authorised the Executive Board to acquire shares in the Company’s own
share capital.

No votes may be cast at a General Meeting on any Shares held by the Company or its subsidiaries.
Nonetheless, the holders of a right of usufruct and the holders of a right of pledge in respect of Shares
held by the Company or a subsidiary are not excluded from any right they may have to vote on such
shares, if the right of usufruct or the right of pledge was granted prior to the time such share became
held by the Company or such subsidiary.

Capital reduction

Subject to the provisions of Dutch law and the Company’s Articles of Association, the General Meeting
may resolve to reduce the issued share capital by (i) cancelling a class of Shares or (ii) reducing the
par value of Shares through an amendment of the Articles of Association. Dutch law and the Articles
of Association contain detailed provisions regarding partial repayment of Ordinary Shares and
cancellation of Ordinary Shares. A resolution of the General Meeting to reduce the share capital
requires a majority of at least two-thirds of the votes cast, if less than half of the issued and
outstanding share capital is represented.

Liguidation

The General Meeting may resolve to dissolve the Company. Such resolution, if adopted upon proposal
of the Executive Board with the approval of the Supervisory Board, requires an absolute majority of
votes cast. If adopted otherwise, such resolution requires a majority of at least two-thirds of the votes
cast, provided that at least three-fourth of the issued and outstanding share capital is represented.

In the event of a dissolution and liquidation of the Company, the assets remaining after payment of all
debts and liquidation expenses will be distributed among the holders of Ordinary Shares in proportion
to the par value of their Ordinary Shares, subject to liquidation preference rights of holders of
Preference Shares and Financing Preference Shares, if any.
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Management and supervision on management

See “SUPERVISORY BOARD, MANAGEMENT AND EMPLOYEES - Board practices” for a
description of the duties and authorities of the members of the Executive Board and the Supervisory
Board, the rules for their appointment, suspension and dismissal, the rules for the determination of
their remuneration.

General Meeting

General Meetings of shareholders are held in Alkmaar or Amsterdam, the Netherlands. The annual
General Meeting must be held ultimately in June. Additional extraordinary General Meetings may also
be held, whenever considered appropriate by either the Supervisory Board or the Executive Board.

The convocation of the General Meeting shall be published in the form of an advertisement in at least
one national daily Dutch newspaper and the Daily Official List. The agenda for the annual General
Meeting must contain certain subjects as specified in the Articles of Association, including, among
other things, the adoption of the annual accounts, the discharge of the members of the Executive
Board and the members of the Supervisory Board for the relevant financial year and the appropriation
of that part of the Company’s profits that is at the disposal of the General Meeting. In addition, the
agenda shall include such items as have been included therein by the Executive Board or the
Supervisory Board. The agenda shall also include such items as one or more shareholders and others
entitled to attend General Meetings, representing at least one-hundredth of the issued share capital or
representing a value of at least € 50,000,000, have requested the Executive Board to include in the
agenda, at least sixty days before the day of the convocation. The Executive Board and the
Supervisory Board may decide not to place items so requested on the agenda, if they are of the
opinion that doing so would be detrimental to vital interests of the Company or that the items so
requested do not belong to the competence of the General Meeting. No resolutions shall be adopted
on items other than those which have been included in the agenda.

The General Meeting is chaired by the chairman of the Supervisory Board. If the chairman of the
Supervisory Board or his or her substitute is absent, the meeting appoints another person. The
chairman designates the secretary. Members of the Executive Board and members of the Supervisory
Board may attend a General Meeting. In these meetings, they have an advisory vote. The chairman of
the meeting may decide to admit other persons to the meeting.

The chairman of the meeting decides on issues relating to the admission to the meeting, the exercise
of voting rights, the outcome of a vote and all other matters in relation to the conduct of the meeting.

All holders of Shares and others entitled to attend General Meetings are authorised to attend the
General Meeting, to address the meeting and, in so far as they have such right, to vote.

The Executive Board may determine that such will apply to those who:

- are a shareholder (or are entitled to attend General Meetings) as per a record date, determined
by the Executive Board

- are registered as such in a register (or one or more parts thereof) designated thereto by the
Executive Board in as far as, at the request of the applicant, the holder of the register has given
notice in writing to the Company prior to the General Meeting, that the relevant shareholder
(or other person entitled to attend General Meetings) has the intention to attend the General
Meeting, regardless who will be shareholder (or other person entitled to attend General
Meetings) at the time of the General Meeting (this notice requirement also applies to the proxy
holder who holds a written proxy). The notice must contain the name and the number of shares
which will be represented in the General Meeting. The convocation of the General Meeting will
contain the time, the place of meeting and the procedures for registration and/or notification.

The Executive Board must obtain the approval of the General Meeting and the Supervisory Board for
resolutions regarding a significant change in the identity or nature of the Company or its business.

Voting rights
Each Share is entitled to one vote. Subject to certain exceptions provided by Dutch law or the Articles
of Association, resolutions of the General Meeting are passed by an absolute majority of votes cast.

No votes may be cast at a General Meeting in respect of Shares which are held by the Company or its
subsidiaries. Nonetheless, the holders of a right of usufruct and the holders of a right of pledge in
respect of Shares held by the Company or a subsidiary are not excluded from any right they may have
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to vote on such Shares, if the right of usufruct or the right of pledge was granted prior to the time such
Share became held by the Company or such subsidiary. Neither the Company nor its subsidiaries may
cast votes in respect of a Share in respect of which it holds a right of usufruct or a right of pledge.
Shares which are not entitled to voting rights pursuant to the preceding sentences will not be taken
into account for the purpose of determining the number of shareholders that vote and that are present
or represented, or the amount of the share capital that is provided or that is represented at a General
Meeting.

Holders of a material number of Shares do not have other voting rights than other holders of Shares.

Annual accounts

The Company’s financial year coincides with the calendar year. Dutch law requires that within five
months after the end of the Company’s financial year, unless the General Meeting has extended this
period by a maximum period of six months because of special circumstances, the Executive Board
prepares annual accounts, an annual report and other information required by law with respect to such
financial year and makes such available together with the report of the independent accountant to the
shareholders for adoption by the General Meeting.

Profits/dividends

Distribution of profits only takes place following the adoption of the annual accounts from which it
appears that such distribution is allowed. Pursuant to the Articles of Association profits shall be
distributed as follows. Firstly, a percentage, calculated in accordance with the Articles of Association,
will be distributed to the holders of Preference Shares. From any profits remaining after such
distribution, if any, the Executive Board may reserve as much as it deems fit, subject to the approval
of the Supervisory Board. From the profit then remaining a percentage, calculated in accordance with
the Articles of Association, will be distributed to the holders of Financing Preference Shares. Finally,
the remainder of the profits will be at the free disposal of the General Meeting either to be reserved in
whole or in part or to be distributed in whole or in part to the holders of Ordinary Shares in proportion
to their holding of Ordinary Shares.

If the profit in any financial year is not sufficient to meet the above distributions on Preference Shares
or Financing Preference Shares, the deficit shall be paid, insofar as possible, from the Company’s
freely distributable reserves. If the distributions on Preference Shares or Financing Preference Shares
cannot be made in full, the deficit shall be paid from the profit earned in subsequent years.

No distribution may be made on Financing Preference Shares for as long as any dividend, whether
current or in arrears, is owed on Preference Shares. No distribution may be made on Ordinary Shares
as long as any dividend is owed on Preference Shares or Financing Preference Shares.

The Executive Board may resolve, subject to the approval of the Supervisory Board and subject to
Dutch law and the Articles of Association, to distribute an interim dividend.

On the proposal of the Executive Board, and subject to the approval of the Supervisory Board, the
General Meeting may resolve that dividends are to be fully or partly paid in the form of Ordinary Shares
instead of in cash or that the shareholder may choose between the two.

Dividends shall be due and payable one month after they have been declared, unless the General
Meeting determines otherwise on the proposal of the Executive Board.

Amendment of the Articles of Association

The General Meeting may resolve to amend the Articles of Association. Such resolution, if adopted
upon proposal of the Executive Board with the approval of the Supervisory Board, requires an absolute
majority of votes cast. If adopted otherwise, such resolution requires a majority of at least two-thirds
of the votes cast, provided that at least three-fourth of the issued and outstanding share capital is
represented.

Obligations of shareholders to disclose holdings

Holders of Ordinary Shares may be subject to reporting obligations under the FMSA. Shareholders are
advised to seek professional advice on their obligations.
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Shareholders

Pursuant to the FMSA, each person whose holding of voting rights and/or capital interest, directly or
indirectly, in a public limited liability company incorporated under Dutch law of which the (depositary
receipts for) shares are admitted to trading on a regulated market in the EEA (such as the Company),
amounts to 5% or more must notify the AFM immediately by means of a standard form.

Any person who directly or indirectly acquires or disposes of an interest in the Company’s capital
and/or voting rights must immediately notify the AFM by means of a standard form if, as a result of this
acquisition or disposal, the percentage of capital interest or voting rights held directly or indirectly
meets, exceeds or falls below the following thresholds: 5%, 10%, 15%, 20%, 25%, 30%, 40%, 50%,
60%, 75% and 95%.

The Company is required to notify the AFM immediately if the Company’s share capital or voting rights
have changed by 1% or more since its previous notification on outstanding capital and voting rights.
The Company must notify the AFM of the Company’s outstanding share capital and voting rights at
least once per calendar quarter, within eight days after the end of the quarter. Anyone whose direct or
indirect capital interest and/or holding of voting rights meets or passes the thresholds referred to in the
previous paragraph as a result of a change in the share capital or voting rights that are outstanding
must notify the AFM no later than the fourth trading day after the AFM has published the change in the
Company’s share capital and/or voting rights.

Once every calendar year, holders of a 5% or larger interest in the Company’s share capital or voting
rights whose interest has, in the period after their most recent notification to the AFM, changed (in
composition) as a result of certain acts (including, but not limited to, the exchange of shares for
depositary receipts and vice versa, and the exercise of a right to acquire shares) must notify the AFM.
The notification must be effected within four weeks after the end of the calendar year.

Subsidiaries, within the meaning of the relevant regulation under the FMSA, do not have reporting
obligations under the FMSA, as their, direct and indirect, interests are attributed to their (ultimate)
parent. Any person may qualify as a parent for purposes of the FMSA, including an individual. A person
who disposes of a 5% or larger interest in the Company’s share capital or voting rights and who ceases
to be a subsidiary for these purposes must immediately notify the AFM. As of that moment, all
notification obligations under the FMSA will become applicable to the former subsidiary.

For the purpose of calculating the percentage of capital interest or voting rights, among other metrics,
the following interests must be taken into account: (i) shares or depositary receipts for shares or voting
rights directly held (or acquired or disposed of) by any person, (ii) shares or depositary receipts for
shares or voting rights held (or acquired or disposed of) by such person’s subsidiaries or by a third
party for such person’s account or by a third party with whom such person has concluded an oral or
written voting agreement (including a discretionary power of attorney), and (iii) shares or depositary
receipts for shares or voting rights which such person, or any subsidiary or third party referred to
above, may acquire pursuant to any option or other right held by such person (or acquired or disposed
of, including, but not limited to, on the basis of convertible bonds).

Special rules apply with respect to the attribution of shares or depositary receipts for shares or voting
rights which are part of the property of a partnership or other community of property. A holder of a
pledge or right of usufruct in respect of shares or depositary receipts for shares can also be subject
to the reporting obligations of the FMSA, if such person has, or can acquire, the right to vote on the
shares or, in the case of depositary receipts, the underlying shares. If a pledgee or usufructuary
acquires the voting rights on the shares or depositary receipts for the shares which are the subject of
such pledge or usufruct arrangement, this may trigger a corresponding reporting obligation for the
holder of the shares or depositary receipts for the shares.

The FMSA and the rules promulgated pursuant thereto contain detailed rules that set out how its
requirements apply to certain categories of holders, including but not limited to (managers of)
investment funds, investment managers, custodians, market makers, clearing and settlement
institutions, brokers and credit institutions.

Management

Pursuant to the FMSA, members of the Executive Board and Supervisory Board and any other person
who has (co)managerial responsibilities in respect of the Company or who has the authority to make
decisions affecting the Company’s future developments and business prospects and who has regularly
access to inside information relating, directly or indirectly, to the Company, must give written notice to
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the AFM by means of a standard form of any transactions conducted on his own account relating to
Ordinary Shares or in securities the value of which is determined by the value of Ordinary Shares.

In accordance with the FMSA and the regulations promulgated thereunder certain persons who are
closely associated with members of the Executive Board, Supervisory Board or any of the other
persons as described above, are required to notify the AFM of any transactions conducted on their
own account relating to Ordinary Shares or in securities the value of which is determined by the value
of Ordinary Shares. The FMSA and the regulations promulgated thereunder determines the following
categories of persons: (i) the spouse or any partner considered by national law as equivalent to the
spouse, (i) dependent children, (iii) other relatives who have shared the same household for at least
one year at the relevant transaction date, (iv) any legal person, trust or partnership whose, among other
things, managerial responsibilities are discharged by a person referred to under (i), (i) or (iii) above.

The AFM must be notified within five days following the relevant transaction date. Under certain
circumstances, notification may be postponed until the date the value of the transactions amounts to
€ 5,000 or more per calendar year.

Non-compliance

Non-compliance with the notification obligations under the FMSA could lead to criminal fines,
administrative fines, imprisonment or other sanctions. In addition, non-compliance with some of the
notification obligations under the FMSA may lead to civil sanctions, including suspension of the voting
rights relating to the Ordinary Shares held by the offender for a period of not more than three years
and a prohibition applicable to the offender to acquire Ordinary Shares or the voting on the Ordinary
Shares for a period of not more than five years.

Public registry
The AFM keeps a public registry of and publishes all notifications made pursuant to the FMSA.

Obligations of shareholders to make a public offer

Currently there is no obligation under Dutch law for a shareholder whose interest in a company’s share
capital or voting rights passes a certain threshold to make a public offer for all or part of the issued
and outstanding shares in the share capital of the company. However, when the European Directive
2004/25/EC of 21 April 2004 relating to the public take over bid is implemented in the Netherlands, a
shareholder who has acquired a certain percentage or more of the Ordinary Shares or of the
Company’s voting rights will be obliged to make a public offer for all issued and outstanding shares in
the Company’s share capital. The draft legislation for the implementation of this Directive issued by the
Dutch Ministry of Finance proposes to set the threshold at 30%.

Cross-border exercise of shareholders’ rights

On 10 January 2006, the European Commission has presented a proposal for a Directive to facilitate
the cross-border exercise of shareholders’ rights in listed companies, through the introduction of
minimum standards. The proposed Directive seeks to ensure that shareholders, no matter where in the
EU they reside, have timely access to complete information and simple means to exercise certain
rights, voting rights in particular, at a distance.
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CORPORATE GOVERNANCE

General

The Executive Board and Supervisory Board acknowledge the importance of good corporate
governance. For many years the Company has formally and informally maintained a clear dividing line
between the responsibilities of the Executive Board and those of the Supervisory Board. Disclosures
to shareholders and other stakeholders are as open as possible. The Company considers
recommendations by shareholders and acts upon these, provided that such recommendations
promote ERIKS’ continuity and take into account the interests of all stakeholders.

On 9 December 2003, the Dutch Corporate Governance Committee, also known as the Tabaksblat
Committee, released the Dutch corporate governance code (the “Code”). The Code contains 21
principles and 113 best practice provisions for listed companies in respect of their managing boards,
supervisory boards, shareholders and general meetings of shareholders, financial reporting, auditors,
disclosure, compliance and enforcement standards.

The Code applies to all Dutch companies listed on a government-recognised stock exchange, whether
in the Netherlands or elsewhere. Such companies are required under Dutch law to disclose in their
annual reports whether or not they apply those provisions of the Code that are addressed to the
managing board or supervisory board of the company and, if they do not apply those provisions, to
give the reasons for such non-application. This disclosure requirement commenced with respect to the
annual reports for the financial years beginning on or after 1 January 2004.

Since the entering into force of the Code, the Company has taken various actions towards compliance

with the provisions of the Code. On the Executive Board’s recommendation, the General Meeting held

12 May 2005 resolved to:

- discontinue the voluntary application of the statutory structure regime (structuurregime)

- delist the depositary receipts issued for Ordinary Shares and decertify the Ordinary Shares

- retain the anti-takeover measure through the possibility to issue Preference Shares up to 100%
of the issued share capital of the Company

The anti-takeover construction that remains in place exists only to create a period of time in which the
Company can study the available alternatives in case of an imminent change of control that might not
be in the best interests of the Company and its stakeholders.

Holders of Ordinary Shares have full voting rights and are directly involved in:
- approving Company policy and strategy

- appointing members of the Executive Board and Supervisory Board

- adopting the financial statements

- adopting policy on dividends

with due observance of the statutory provisions and the Articles of Association.

Compliance with the Code

The Executive Board and Supervisory Board endorse the basic principle of the Code, namely that the
Company is a long-term partnership of various parties who are involved in it. The stakeholders are the
groups and individuals who directly or indirectly influence achievement of the Company’s objectives
or are influenced by them, being employees, shareholders and other capital providers, manufacturers
and customers, and also the public sector and community groupings.

The Executive Board and Supervisory Board have a responsibility to weigh these interests, generally
with a view to ensuring the Company’s continuity. The Company strives to create long-term
shareholder value. The Executive Board and Supervisory Board take into account the interests of the
various stakeholders. The Company has implemented the Code taking into account the status of the
Company as a relatively small listed company, the need for efficient working procedures and the
existing contracts, arrangements and legislation.

The following documents are available on the Company’s website (www.eriks.com):
- Articles of Association

- corporate governance/compliance manual

- regulations for the Executive Board

- regulations for the Supervisory Board

- outline of the size and composition of the Supervisory Board

- code of conduct, including whistle-blowing procedure
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- ERIKS rules on insider trading
- minutes of General Meetings

Not all best practice provisions apply to the Company. The Company has not applied a limited number
of best practice provisions of those that are applicable to it.

The best practice provisions of the Code currently not applied by the Company are:

Chapter lI: The Executive Board

I.1.1. A director shall be appointed for a maximum period of 4 years.

- The current contracts with the members of the Executive Board have an indefinite term and will
be honoured
- The Company follows developments in the labour market

11.2.6. The Executive Board shall draw up a scheme laying down rules on the ownership of and
transactions in securities by directors other than those issued by their “own” company. A
director shall periodically report changes with respect to securities he owns to the compliance
officer. Pursuant to best practice provision Ill.7.3, the same applies to the Supervisory Board.

The role of members of the Supervisory and Executive Board (small cap) does not involve maintaining
close relationships with large financial networks. Any knowledge they acquire from other listed
companies is subject to insider trading laws. From this perspective, it is not considered expedient for
board members to report trade in non-ERIKS securities.

11.2.7. The maximum severance payment in the event of involuntary severance shall be one
year’s salary.

The current contracts with members of the Executive Board have been concluded for an indefinite
term and will be honoured. Any severance payments will be determined from case to case, depending
on the person’s contract, employment history (internal and external), statutory provisions and market
conditions.

II. 2.10.d. The remuneration report of the Supervisory Board shall contain an explanation of the
extent to which the provision contained in 1.2.7. is endorsed.

See explanation to best practice provision 11.2.7.

Chapter lll: The Supervisory Board

111.3.5. A member of the Supervisory Board may serve on the board not more than three four-
year terms.

The Company subscribes to the main rule, but the Executive Board and the Supervisory Board wish
to be able to make an exception if the need arises. In the interest of quality and continuity on the
Supervisory Board, it may be necessary for members to serve on the Supervisory Board for a longer
period. The Articles of Association provide that a member of the Supervisory Board may serve on the
board for more than twelve years if the General Meeting so determines at the proposal of the
Supervisory Board.

1l1.4.3. The Supervisory Board shall be assisted by the company secretary.

Given its size, the Company does not consider a specifically appointed company secretary
appropriate. The Supervisory Board and its chairman are assisted by Company employees, who
together will fulfil the tasks of a company secretary.

ll1.5.1. The Supervisory Board shall appoint an audit committee, a remuneration and a selection
and appointment committee.

Given the size of the Supervisory Board, the Company does not consider it meaningful to appoint
specific committees. All matters are discussed by the full board.

99



Chapter IV: General Meeting of Shareholders

IV.3.1. All shareholders shall be able to follow meetings with analysts, presentations for analysts
and/or investors and press conferences in real time via web casting, telephone lines or other
means.

For practical and cost reasons, this provision is not implemented by the Company. Obviously, all
relevant information is disclosed on the Company’s website without delay.
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RELATED PARTY TRANSACTIONS

Major Shareholders
The following table shows information about the ownership of the Ordinary Shares as at the date of
this Prospectus, as follows from the public register of the AFM as at 12 January 2007:

Name shareholder Percentage Date of most

recent notification
ING Groep N.V. ..o 24.18% 1 November 2006
Kempen Capital Management N.V........ccccccveeeeenneen. 10.18% 1 November 2006
Delta Deelnemingen Fonds N.V. ........ccccooiiiiieeieinnen. 7.35% 1 November 2006
Darlin NV, o 5.78% 1 November 2006
AVIVE PIC..eeeee e 5.28% 1 November 2006

There are no agreements or arrangements between the Company and any of the shareholders listed
above.

Option Agreement

On 25 October 1989, the Company and the Foundation entered into an agreement pursuant to which
the Company granted the Foundation the right to subscribe for a number of Preference Shares up to
a maximum of the number of outstanding Ordinary Shares at the moment of subscription. In 2000, the
Company decided to limit the possibility to issue Preference Shares without the prior approval of the
General Meeting and to amend the Option Agreement to the effect that the Foundation would be
entitled to subscribe for a number of Preference Shares with a maximum of half the number of all
outstanding shares, not being Preference Shares, at the moment of subscription. The Option
Agreement was amended accordingly on 25 October 2000.

The Option Agreement was most recently amended on 24 May 2005. On 12 May 2005, the General
Meeting decided, due to the developments in the debate in the Netherlands on corporate governance
and the delisting of the depositary receipts issued for Ordinary Shares and decertification of the
Ordinary Shares, to extend the possibility to issue Preference Shares without the prior approval of the
General Meeting resulting in an issue of such number of Preference Shares equal to the nominal
amount of the outstanding Ordinary and Financing Preference Shares less € 0.50 and to amend the
Option Agreement accordingly.

Pursuant to the Option Agreement as most recently amended, the Foundation may subscribe at any
time for such number of Preference Shares as equals the nominal amount of all outstanding Ordinary
Shares and all outstanding Financing Preference Shares, if any, at the time of the relevant exercise of
the option, less €0.50. (See also “DESCRIPTION OF SHARE CAPITAL AND CORPORATE
STRUCTURE - Preference Shares”.) Currently, the Foundation may subscribe up to a maximum of
19 million Preference Shares. Should the proportion of the Company’s authorised capital that may be
issued in the form of Preference Shares be raised, then the aforementioned maximum of 19 million will
be raised accordingly. Both the Company and the Foundation have committed themselves to take the
necessary corporate action.

Furthermore, pursuant to the Option Agreement, the Company has issued 7,774,077 Preference

Shares, which the Foundation has accepted, subject to the condition precedent that:

- a third party announces to make or announces to intend to make a public offer or makes a public
offer without announcing to do so, on all or part of the (depositary receipts of) Ordinary Shares
and the Executive Board and the Supervisory Board do not announce publicly and
simultaneously with the announcement of such offer or with the offer itself that they recommend
the acceptance of such offer or that they will recommend the acceptance of such offer;

- the Company received payment on such Preference Shares (being 25% of the par value of such
Preference Shares); and

- the Foundation did not yet acquire Preference Shares pursuant to its exercise of the Call Option.

The number of Preference Shares to be issued and subscribed for in accordance with the above have
been and will be automatically adjusted in case of any issue of Ordinary Shares or Financing
Preference Shares, any repurchase by the Company of Ordinary Shares or Financing Preference
Shares, any delivery to a third party of such repurchased Ordinary Shares or Financing Preference
Shares, any split of Ordinary Shares or Financing Preference Shares or any amalgation of Ordinary
Shares or Financing Preference Shares.
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The Foundation may not transfer or encumber its rights under the Option Agreement or the Preference
Shares acquired pursuant to the Option Agreement without the prior written approval of the Executive
Board and the Supervisory Board.

The Company may not cancel the Call Option unilaterally. The Option Agreement may be terminated
by either party thereto taking into account a notice period of at least 12 months, but not before 31
December 2010 and after such date only on 31 December of each subsequent five-year period.

Parties will discuss a possible amendment of the Option Agreement in case of implementation of the
Directive 2004/25/EC (13th Directive, regarding a public take-over bid) by the Dutch legislator. As at
the date of this Prospectus, such discussions have not been started.
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DUTCH TAXATION

The following is intended as general information only and it does not purport to present any
comprehensive or complete description of all aspects of Dutch tax law which could be of relevance to
a holder of Ordinary Shares (a “Shareholder”). Each investor should therefore consult their tax adviser
regarding the tax consequences of any purchase, ownership or disposal of Ordinary Shares.

The following summary is based on the Dutch tax law as applied and interpreted by Dutch tax courts
and as published and in effect on the date hereof, without prejudice to any amendments introduced at
a later date and implemented with or without retroactive effect.

Any reference hereafter made to a treaty for the avoidance of double taxation concluded by the
Netherlands, includes the Tax Convention for the Kingdom of the Netherlands (Belastingregeling voor
het Koninkrifk).

Withholding Tax

A Shareholder is generally subject to Dutch dividend withholding tax at a rate of 15% on dividends
distributed by the Company. Generally, the Company is responsible for the withholding of such
dividend withholding tax at source; the dividend withholding tax is for the account of the Shareholder.

Dividends distributed by the Company include, but are not limited to:

(i) distributions of profits in cash or in kind, whatever they be named or in whatever form;

(i) proceeds from the liquidation of the Company, or proceeds from the repurchase of Ordinary
Shares by the Company, in excess of the average paid-in capital recognised for Dutch
dividend withholding tax purposes;

(iii) the par value of shares issued to a Shareholder or an increase in the par value of Ordinary
Shares, to the extent that no contribution, recognized for Dutch dividend withholding tax
purposes, has been made or will be made; and

(iv) partial repayment of paid-in capital, that is
° not recognised for Dutch dividend withholding tax purposes, or
° recognised for Dutch dividend withholding tax purposes, to the extent that the

Company has net profits (zuivere winst), unless

(@) the General Meeting has resolved in advance to make such repayment, and

(b) the par value of the Ordinary Shares concerned has been reduced with an
equal amount by way of an amendment to the articles of association of the
Company.

Notwithstanding the above, no withholding is required in the event of a repurchase of Ordinary Shares,
if certain conditions are fulfilled.

If a Shareholder is a resident or deemed to be a resident of the Netherlands or, in case of an individual,
has opted to be treated as a resident of the Netherlands, such Shareholder is generally entitled to a
full credit for any Dutch dividend withholding tax against his Dutch (corporate) income tax liability and
to a refund of any residual Dutch dividend withholding tax.

If a Shareholder is a resident of a country other than the Netherlands under the provisions of a treaty
for the avoidance of double taxation between the Netherlands and such country, such Shareholder
may, depending on the terms of such treaty, be entitled to an exemption from, reduction in or refund
of, Dutch dividend withholding tax on dividends distributed by the Company.

If a Shareholder is subject to Dutch corporate income tax and is entitled to the participation exemption
in relation to the benefits derived from its Ordinary Shares and such Ordinary Shares are attributable
to an enterprise carried out in the Netherlands, such Shareholder will generally be entitled to an
exemption from or a full refund of Dutch dividend withholding tax on dividends distributed by the
Company.

If a Shareholder:

() takes one of the forms listed in the Annex 2003 to the Parent-Subsidiary Directive (Directive
90/435/EEC) (the “Parent-Subsidiary Directive”); and

(i)  he or arelated entity (verbonden lichaam) owns Ordinary Shares representing 5% or more of the
total issued and outstanding capital of the Company; and

(iiiy  heis a resident of another member state of the European Union according to the tax laws of that
member state and, under the terms of a double taxation agreement concluded by that member
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state with a third state, is not considered to be resident for tax purposes outside the European
Union; and

(iv) heis subject, without the possibility of an option or of being exempt, to a tax listed in article 2 of
the Parent-Subsidiary Directive;

such Shareholder will generally be eligible for an exemption from or full refund of Dutch dividend

withholding tax on dividends distributed by the Company. If a Shareholder does not meet the

requirement under (ii) above, the Shareholder may nevertheless be entitled to the exemption or refund

described above, if such Shareholder meets all the other requirements and:

() has owned 5 percent or more of the total issued and outstanding capital of the Company for an
uninterrupted period of one year; and

(i)  the dividend is distributed by the Company within three years after the end of this period.

Furthermore, if a Shareholder:

(@) is alegal entity;

(b) is aresident for tax purposes of a member state of the European Union;

(c) is not subject to a tax levied by reference to profits by that member state; and

(d) would not have been subject to Dutch corporate income tax had the Shareholder been a resident
of the Netherlands for corporate income tax purposes;

such Shareholder will generally be eligible for a full refund of Dutch dividend withholding tax on

dividends distributed by the Company.

According to Dutch domestic anti-dividend stripping rules, no credit against Dutch (corporate) income
tax, exemption from, reduction in or refund of, Dutch dividend withholding tax will be granted if the
recipient of the dividend paid by the Company is not considered to be the beneficial owner (uiteindelijk
gerechtigde) of such dividends as meant in these rules.

Taxes on income and capital gains

This section does not purport to describe the possible Dutch tax considerations or consequences that

may be relevant to a Shareholder:

()  who receives Ordinary Shares or has received Ordinary Shares or benefits from the Ordinary
Shares as income from employment or deemed employment or otherwise as compensation;

(i)  thatis an entity that is not subject to Dutch corporate income tax or is in full or in part exempt
from Dutch corporate income tax (such as pension funds); or

(i) that is an investment institution (beleggingsinstelling) as defined the CITA.

Residents of the Netherlands

The description of certain Dutch tax consequences in this paragraph is only intended for the following

Shareholders:

() individuals who are resident or deemed to be a resident of the Netherlands for purposes of Dutch
income tax;

(i) individuals who opt to be treated as a resident of the Netherlands for purposes of Dutch income
tax ((i) and (i) jointly “Dutch Individuals”); and

(i) entities that are a resident or deemed to be a resident of the Netherlands for the purposes of the
CITA (“Dutch Corporate Entities”).

Dutch Individuals engaged or deemed to be engaged in an enterprise or in miscellaneous
activities

Any benefits derived or deemed to be derived by a Dutch Individual from Dutch Enterprise Shares (as
defined below), including any capital gains realized on the disposal thereof, are generally subject to
income tax at statutory progressive rates with a maximum of 52%.

Dutch Enterprise Shares are Ordinary Shares or any right to derive benefits from Ordinary Shares:

(@) which are attributable to an enterprise from which a Dutch Individual derives profits, whether as
an entrepreneur or pursuant to a co-entitlement to the net worth of such enterprise (other than
as an entrepreneur or a shareholder); or

(o) of which the benefits are taxable in the hands of a Dutch Individual as benefits from
miscellaneous activities (inkomsten uit overige werkzaamheden) including, without limitation,
activities which are beyond the scope of active portfolio investment activities.
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Dutch Individuals having a (fictitious) substantial interest

Any benefits derived or deemed to be derived by a Dutch Individual from Ordinary Shares, excluding
Dutch Enterprise Shares, (including any capital gains realized on the disposal thereof) that are
attributable to a (fictitious) substantial interest (such shares being “Substantial Interest Shares”) are
generally subject to income tax in the Dutch Individual’s hands at statutory rates up to 25%.

Generally, a Shareholder has a substantial interest (@anmerkelijk belang) in the Company if such

Shareholder, alone or together with his partner, directly or indirectly:

() owns, or holds certain rights on, shares representing 5% or more of the total issued and
outstanding capital of the Company, or of the issued and outstanding capital of any class of
shares of the Company;

(i) holds rights to acquire shares, whether or not already issued, representing 5% or more of the
total issued and outstanding capital of the Company, or of the issued and outstanding capital of
any class of shares of the Company; or

(i) owns, or holds certain rights on, profit participating certificates that relate to 5% or more of the
annual profit of the Company or to 5% or more of the liquidation proceeds of the Company.

A Shareholder will also have a substantial interest if his partner or one of certain relatives of the
Shareholder or of his partner has a (fictitious) substantial interest.

Generally, a Shareholder has a fictitious substantial interest (fictief aanmerkelijk belang) in the
Company, if (a) he has disposed of, or is deemed to have disposed of, all or part of a substantial
interest or (b) he is an individual and has transferred an enterprise in exchange for shares in the
Company, on a non-recognition basis.

Dutch Individuals not engaged or deemed to be engaged in an enterprise or in miscellaneous
activities or having a (fictitious) substantial interest

Generally, a Dutch Individual who owns Ordinary Shares, excluding Dutch Enterprise Shares and
Substantial Interest Shares, will be subject annually to an income tax imposed on a fictitious yield on
such Ordinary Shares under the regime for savings and investments (inkomen uit sparen en beleggen).
Irrespective of the actual income or capital gains realized, the annual taxable benefit of all the assets
and liabilities of a Dutch Individual that are taxed under this regime, including the Ordinary Shares, is
set at a fixed amount. The fixed amount equals 4% of the average fair market value of the assets
reduced by the liabilities measured, in general, at the beginning and end of every calendar year. The
tax rate under the regime for savings and investments is a flat rate of 30%.

Dutch Corporate Entities

Any benefits derived or deemed to be derived (including any capital gains realized on the disposal)
from Ordinary Shares that are held by a Dutch Corporate Entity are generally subject to corporate
income tax at statutory rates up to 25.5%. However, a Dutch Corporate Entity is generally entitled to
the participation exemption in relation to benefits derived from Ordinary Shares, if:

(i) he or a related entity owns 5% or more of the total issued and outstanding capital of the
Company; or
(i) he has owned 5 percent or more of the total issued and outstanding capital of the Company

for an uninterrupted period of one year and the benefit from the Ordinary shares is enjoyed
within three years after the end of this period.

Non-residents of the Netherlands

A Shareholder that is not a resident or deemed to be a resident of the Netherlands or, in case of an
individual, has not opted to become a resident of the Netherlands, will not be subject to any Dutch
taxes on income or capital gains in respect of the ownership and disposal of the Ordinary Shares, other
than dividend withholding tax as described above, except if:

(i) the Shareholder derives profits from an enterprise, whether as entrepreneur or pursuant to a
co-entitlement to the net worth of such enterprise other than as an entrepreneur or a
shareholder, which enterprise is, in whole or in part, carried on through a permanent
establishment (vaste inrichting) or a permanent representative (vaste vertegenwoordiger) in the
Netherlands, to which Ordinary Shares are attributable;
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(i)  the Shareholder is an individual and derives benefits from miscellaneous activities (resultaat uit
overige werkzaamheden) carried out in the Netherlands in respect of Ordinary Shares, including,
without limitation, activities which are beyond the scope of active portfolio investment activities;

(i)  the Shareholder is entitled other than by way of the holding of securities to a share in the profits
of an enterprise effectively managed in the Netherlands to which the Ordinary Shares are
attributable; or

(iv) the Shareholder has a (fictitious) substantial interest in the Company and the Substantial Interest
Shares are not attributable to the assets of an enterprise.

However, a Shareholder referred to under (i) and (iii) above, other than an individual, may under certain

circumstances be entitled to the participation exemption in relation to benefits derived from Ordinary

Shares, if:

()  he or a related entity party owns 5% or more of the total issued and outstanding capital of the
Company, or

(i)  he has owned 5 percent or more of the total issued and outstanding capital of the Company for
an uninterrupted period of one year and the benefit from the Ordinary shares is enjoyed within
three years after the end of this period.

Gift Tax and Inheritance Tax

No Dutch gift tax or inheritance tax is due in respect of any gift of Ordinary Shares by, or inheritance

of Ordinary Shares on the death of, a Shareholder, except if:

()  the Shareholder is a resident or is deemed to be a resident of the Netherlands;

(i) at the time of the gift or the death of the Shareholder, such Shareholder has an enterprise (or an
interest in an enterprise) which is, in whole or in part, carried on through a permanent
establishment or permanent representative in the Netherlands to which the Ordinary Shares are
attributable;

(i)  the Ordinary Shares are acquired by way of a gift from a Shareholder who passes away within
180 days after the date of the gift and who is not and is not deemed to be at the time of the gift,
but is, or is deemed to be at the time of his death, a resident of the Netherlands; or

(iv) the Shareholder is entitled to a share in the profits of an enterprise effectively managed in the
Netherlands, other than by way of the holding of securities or through an employment contract,
to which enterprise Ordinary Shares are attributable.

For purposes of Dutch gift or inheritance tax, an individual who is of Dutch nationality will be deemed
to be a resident of the Netherlands if he has been a resident in the Netherlands at any time during the
ten years preceding the date of the gift or his death. For purposes of Dutch gift tax, an individual,
irrespective of his nationality, will be deemed to be a resident of the Netherlands if he has been a
resident of the Netherlands at any time during the 12 months preceding the date of the gift.

Other Taxes and Duties

No other Dutch taxes and duties (including capital tax and stamp duty) are due by or on behalf of a
Shareholder in respect of or in connection with the purchase, ownership and disposal of the Ordinary
Shares.
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THE OFFERING
Introduction

Firm Shares in the Offering

The Offering consists of an offering of Firm Shares by the Company for an aggregate amount of up to
€ 110,000,000. The Offering consists of a public offering in the Netherlands and an international
offering to certain institutional investors outside the United States.

Over-Allotment Option

In addition, the Company has granted the Stabilisation Agent on behalf of the Underwriters the Over-
Allotment Option, exercisable within 30 calendar days after the Pricing Date, pursuant to which the
Stabilisation Agent, on behalf of the Underwriters, may require the Company to issue at the Offer Price
Over-Allotment Shares to cover over-allotments, if any, in connection with the Offering.

In connection with the Offering the Stabilisation Agent, on behalf of the Underwriters, may over-allot
or effect transactions that stabilise or maintain the market price of the Firm Shares at levels above
those which might otherwise prevail in the open market. Such transactions, if commenced, may be
effected on Euronext Amsterdam, in the over-the-counter market or otherwise. There is no assurance
that such stabilisation will be undertaken and, if it is, it may commence as early as the Pricing Date,
may be discontinued at any time without prior notice and will end no later than 30 calendar days after
the Pricing Date.

The table below sets forth the maximum aggregate amount of Firm Shares offered in the Offering, and
the maximum aggregate amount of Over-Allotment Shares which the Company may be required to
issue in case of exercise of the Over-Allotment Option.

Total maximum aggregate Total maximum aggregate

amount of Firm Shares amount of Offer Shares

(no exercise of Over-Allotment Option) (full exercise of Over-Allotment Option)

Firm Shares € 110,000,000 € 110,000,000
Over-Allotment Shares none € 16,500,000

Offer Price

The Offer Price will be determined on the basis of a book-building process and on the basis of the
quoted share price as well as the demand in the Offering. The definitive Offer Price and the exact
number of Shares offered in the Offering will be determined by the Company following
recommendations from the Global Coordinator taking into account market conditions, a qualitative
assessment of demand for the Firm Shares, and any other factors deemed appropriate.

The Offer Price and the exact number of Shares offered in the Offering will be determined after
termination of the Subscription Period and will be announced on the Pricing Date in a press release
and in an advertisement in the Daily Official List, and details thereof will be set out in a pricing
statement which will be deposited with the AFM.

Timetable

Subject to acceleration or extension of the timetable for the Offering, the timetable below sets forth
certain expected key dates for the Offering.

Event Date
Start of Subscription Period (9:00 Nrs.) ......ceceiiiiiiiiiiieeeee e 15 January 2007
End of Subscription Period (13:00 hrs.) cccceeiiii oo 23 January 2007
Pricing and alloCation ..........ooooiieei i 23 January 2007
PrICING DAt ... 24 January 2007
LIStING Date....eeeeiiiiieeee e 26 January 2007
Settlement Date......ooeeiiieee e 26 January 2007
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Subscription

Subscription Period

Subject to acceleration or extension of the timetable for the Offering, prospective investors may apply
to subscribe for the Firm Shares during the period commencing on 15 January 2007 at 09:00 hours
Amsterdam time and ending on 23 January 2007 at 13:00 hours Amsterdam time. In the event of an
acceleration or extension of the Subscription Period, pricing, allocation, listing and first trading and
payment for and delivery of the Firm Shares, and any Over-Allotment Shares if issued prior to the
Settlement Date, in the Offering may be advanced or extended accordingly. If a significant new factor,
material mistake or inaccuracy relating to the information included in the Prospectus, which could
affect the assessment of the Firm Shares by prospective investors arises or is noted prior to the end
of the Subscription Period, a supplement to the Prospectus will be published and investors who have
already agreed to purchase Firm Shares may withdraw their subscriptions within three business days
following the publication of the supplement.

Acceleration or extension

Any acceleration of the timetable for the Offering will be published in a press release at least three
hours before the proposed termination of the accelerated Subscription Period. Any extension of the
timetable for the Offering will be published in a press release at least three hours before the end of the
original Subscription Period, provided that such extension will be for a minimum of one full business
day.

Over-subscription

In the event the Offering is over-subscribed, the investor may receive a smaller number of Firm Shares
than the investor applied to subscribe for. The Global Coordinator, on behalf of the Underwriters, may,
at its own discretion and without stating the grounds, reject any subscriptions wholly or partly.

Allocation

Allocation to investors that applied to subscribe for Firm Shares will be made on the basis of
systematic allocation and full discretion will be exercised as to whether or not and how to allocate the
Firm Shares applied for. As a result, certain investors may not be allocated Firm Shares that they
applied to subscribe for. Ultimately, the Company will determine the allocation of the Firm Shares
following recommendations from the Global Coordinator.

Investors will be informed of their relevant allocation though the regular channels of Rabobank, Fortis
and SNS Securities, or any other member of Euronext Amsterdam which has agreed to the conditions
set by the Global Coordinator in respect of the Offering.

Investors participating in the Offering will be deemed to have checked whether and confirmed that
they meet the selling and transfer restrictions as discussed in “SELLING AND TRANSFER
RESTRICTIONS”. If in doubt, investors should consult their professional advisors.

All Firm Shares will be offered as part of a single offering. There is no separate tranche for specific
investors.

Application

The period during which applications to subscribe for Firm Shares may be received from investors will
commence on 15 January 2007 at 09:00 hours Amsterdam time and end on 23 January 2007 at 13:00
hours Amsterdam time, subject to acceleration or extension.

Investors wishing to purchase Firm Shares may submit a share application, free of charge, through the
regular channels of Rabobank, Fortis and SNS Securities or any other member of Euronext Amsterdam
which has agreed to the conditions set by the Global Coordinator applicable to the acceptance of
share applications. Retail investors can only subscribe on a bestens basis. Investors should inquire
about the costs that such financial intermediaries may charge and will be solely responsible for any
such costs. The treatment of subscriptions is not determined on the basis of which firm they are made
through or by.

Applications must be received by the Global Coordinator before 13:00 hours Amsterdam time on the
last day of the Subscription Period (currently expected to be 23 January 2007), subject to acceleration.
In the event of an acceleration of the Subscription Period, the pricing, allocation, listing and first
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trading and payment for and delivery of the Firm Shares, and any Over-Allotment Shares if issued prior
to the Settlement Date, in the Offering may be advanced accordingly.

Retail investors are entitled to cancel or amend their application, at the financial intermediary where
their original application was submitted, at any time prior to the end of the Subscription Period.

Other

Payment

Payment for the Firm Shares, and payment for any Over-Allotment Shares if issued prior to the
Settlement Date, will take place on the Settlement Date. The Offer Price of the allocated Firm Shares
must be paid in full in euro. It is exclusive of any taxes and expenses, if any, which must be borne by
the investor. The Offer Price of the Firm Shares must be paid by investors in cash upon remittance of
their share application or, alternatively, by authorising their financial intermediary to automatically debit
their bank account with such amount for value on the Settlement Date.

Delivery, clearing and settlement

The Firm Shares will be registered shares which are entered into the collection deposit (verzameldepot)
and giro deposit (girodepot) on the basis of the Securities Giro Act (Wet Giraal Effectenverkeer).
Application has been made for the Firm Shares to be accepted for delivery through the book-entry
facilities of Euroclear Nederland. Delivery of the Firm Shares and any Over-Allotment Shares if issued
prior to the Settlement Date, is expected to take place on or about 26 January 2007 through the
book-entry facilities of Euroclear Nederland, in accordance with its normal settlement procedures
applicable to equity securities and against payment for such Offer Shares in immediately available
funds.

The address of Euroclear Netherlands is Damrak 70, 1012 LM Amsterdam, the Netherlands.

Subject to acceleration or extension of the timetable for the Offering, the Settlement Date, on which
the closing of the Offering is scheduled to take place, is expected to occur on or about 26 January
2007, the third business day following the date on which the Subscription Period has ended (T+3). The
closing of the Offering may not take place on the Settlement Date or at all, if certain conditions or
events referred to in the Underwriting Agreement (see “SUBSCRIPTION AND SALE - Termination
Underwriting Agreement”) are not satisfied or waived or occur on or prior to such date. Such
conditions include the receipt of officers’ certificates and legal opinions and such events include the
suspension of trading on Euronext Amsterdam or a material adverse change in the Company’s
financial condition or business affairs or in the financial markets.

There are certain restrictions on the transfer of the Company’s Ordinary Shares, as detailed in
“DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE - Transfer of Ordinary
Shares”.

Listing and trading

Application has been made to list the Firm Shares on Eurolist by Euronext under the existing symbol
“ERIKG”. Subject to acceleration or extension of the timetable for the Offering, trading in the Firm
Shares and any Over-Allotment Shares if issued prior to such date, on Eurolist by Euronext is expected
to commence on or about 26 January 2007. If closing of the Offering does not take place on the
Settlement Date or at all, the Offering will be withdrawn, all subscriptions for the Firm Shares will be
disregarded, any allotments made will be deemed not to have been made and any subscription
payments made will be returned without interest or other compensation. All dealings in the Firm
Shares, and in any Over-Allotment Shares which may be part of the Over-Allotment Option if this has
been exercised prior to the Settlement Date, prior to settlement and delivery are at the sole risk of the
parties concerned.

Lock-up

The Company has agreed with the Underwriters not to, among other things, issue, offer, pledge, sell,
contract to sell, grant any option to purchase or otherwise dispose of, any Ordinary Shares (or any
securities convertible into or exchangeable for Ordinary Shares or which carry rights to subscribe or
purchase Ordinary Shares) or enter into a transaction (including a derivative transaction) having a
similar effect or publicly announce any intention to do any of such things, during the period
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commencing on the date of the Underwriting Agreement and ending 180 days after the Settlement
Date, without the prior written consent of the Global Coordinator, in accordance with the Underwriting
Agreement.

Ranking

The rights of holders of Firm Shares, and, if the Over-Allotment Option will be exercised, any Over-
Allotment Shares, will rank pari passu with each other and with the rights of the holders of all other
Ordinary Shares with respect to voting rights and distributions. The Firm Shares, and any Over-
Allotment Shares if the Over-Allotment Option will be exercised will be entitled to dividends paid to
holders of Ordinary Shares over the financial year 2006. Each Ordinary Share entitles the holder thereof
to cast one vote at the General Meeting. See “DESCRIPTION OF SHARE CAPITAL AND
CORPORATE STRUCTURE - General Meeting”.

Roles

Global Coordinator and Bookrunner
Rabo Securities is acting as Global Coordinator and Bookrunner in connection with the Offering.

Co-Lead Managers
Fortis and SNS Securities are acting as Co-Lead Managers in connection with the Offering.

Listing and Paying Agent
Rabo Securities is Listing Agent and Paying Agent for the listing of the Firm Shares on Eurolist by

Euronext.

Stabilisation Agent
Rabo Securities is the Stabilisation Agent with respect to the Firm Shares on Eurolist by Euronext.
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SUBSCRIPTION AND SALE

The Offering is an offering of Firm Shares for an aggregate amount of up to € 110,000,000 consisting
of a public offering in the Netherlands and an international offering to certain institutional investors
outside the United States.

Rabo Securities is the Global Coordinator and Bookrunner and is the representative of the
Underwriters and also acts as Listing Agent, Paying Agent and Stabilisation Agent for the Offering. The
commission to be paid by the Company to the Underwriters amounts to € 2,275,000 assuming that
the Over-Allotment Option is not exercised and assuming the maximum proceeds of Firm Shares is
included in the Offering. The Company will pay certain costs and expenses incurred in connection with
the Offering. The total costs of the Offering are expected to amount to approximately € 5,000,000.

Subject to the terms and conditions set forth in the Underwriting Agreement, the Company agrees to
issue to the Underwriters, and the Underwriters severally agree to procure purchasers for, and failing
which to purchase from the Company, and pay for, the percentage of Firm Shares listed opposite the
names of the Underwriters below.

Percentage of Firm Shares

(R Tz oo R Y= Yot U1 4TS 77.5%
[ {1 15.0%
R A TR T= o0 41T 7.5%
o) =1 100.0%
Default

If an Underwriter defaults, the Underwriting Agreement provides that in certain circumstances, the
underwriting commitments of the non-defaulting Underwriters may be increased or the Underwriting
Agreement may be terminated.

Representations and warranties

In the Underwriting Agreement, the Company has given certain representations and warranties and
undertakings to the Underwriters. In addition, the Company has agreed to indemnify the Underwriters
against certain liabilities in connection with the Offering. Each of the parties to the Underwriting
Agreement has agreed that it will not offer or sell any securities, or distribute any prospectus or offering
document in connection therewith in violation of the provisions of the Underwriting Agreement or in
violation of any Netherlands or non-Netherlands legislation, regulation or filing requirement of any
applicable regulatory authority.

Termination Underwriting Agreement

The Underwriting Agreement provides that, upon the occurrence of certain events, such as a material
adverse change in the Company’s financial condition or business affairs or in the financial markets,
and on certain other conditions, the Underwriting Agreement will be terminated (provided that the
Underwriters, upon the decision of the Global Coordinator, have the right to waive the satisfaction of
any such conditions or part thereof). In this event, the Offering will be withdrawn, all subscriptions for
the Firm Shares will be disregarded, any allotments made will be deemed not to have been made, any
subscription payments made will be returned without interest or other compensation. All dealings in
the Firm Shares, and in any Over-Allotment Shares issued prior to the Settlement Date, prior to
settlement and delivery are at the sole risk of the parties concerned.

Addresses Underwriters
The legal names and addresses of the Underwriters are:

° Codperatieve Centrale Raiffeisen-Boerenleenbank B.A., acting through its investment
banking division Rabo Securities: Rembrandt Tower, Amstelplein 1, 1096 HA Amsterdam, the
Netherlands

° Fortis Bank (Nederland) N.V.: Blaak 555, 3011 GB Rotterdam, the Netherlands

° SNS Securities N.V.: Nieuwezijds Voorburgwal 162-170, 1012 SJ Amsterdam, the Netherlands
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Stabilisation and short positions

In connection with the Offering, the Stabilisation Agent, on behalf of the Underwriters, may over-allot
or effect transactions that stabilise or maintain the market price of the Ordinary Shares at levels above
those which might otherwise prevail in the open market. Such transactions, if commenced, may be
effected on Euronext Amsterdam, in the over-the-counter market or otherwise. There is no assurance
that such stabilisation will be undertaken and, if it is, it may commence as early as the Pricing Date,
may be discontinued at any time without prior notice and will end no later than 30 calendar days after
the Pricing Date.

If a short position in the Firm Shares is created in connection with the Offering, for example if the
Stabilisation Agent, on behalf of the Underwriters, sells more Firm Shares than the Company offers
pursuant to the Prospectus, the Stabilisation Agent may reduce that short position by purchasing
Ordinary Shares in the open market. The Stabilisation Agent, on behalf of the Underwriters, may also
elect to reduce any short position by exercising all or part of the Over-Allotment Option.

Purchases of Ordinary Shares to stabilise the trading price or to reduce a short position may cause the
price of the Ordinary Shares to be higher than it might be in the absence of such purchases.

None of the Company or any of the Underwriters makes any representation or prediction as to the
direction or the magnitude of any effect that the transactions described above may have on the price
of the Ordinary Shares. In addition, none of the Company or any of the Underwriters makes any
representation that the Stabilisation Agent will engage in these transactions or that these transactions,
once commenced, will not be discontinued without notice.

Potential conflicts of interest

The Underwriters which are regulated in the Netherlands by the Dutch Central Bank (De
Nederlandsche Bank N.V.) and the AFM, in relation to the Offering and the Listing Agent in relation to
the listing of the Offer Shares are acting exclusively for the Company and for no one else and will not
be responsible to anyone other than to the Company for giving advice in relation to, respectively, the
Offering and the listing of the Offer Shares.

The Underwriters (and/or their respective affiliates) have from time to time engaged, and may in the
future engage, in commercial banking, investment banking and financial advisory and ancillary
transactions in the course of their business with us or any parties related to us in respect of which the
sharing of information is generally restricted for reasons of confidentiality, by internal procedures or by
rules and regulations. As a result of these transactions, these parties may have interests that may not
be aligned, or could potentially conflict, with an investor’s and the Company’s interests.

For example, Rabo Securities is acting as Global Coordinator and Bookrunner for the Offering.
Members of the group to which Rabo Securities belongs are also acting as the Company’s debt
providers with respect to the Acquisition and have provided credit facilities to the Company. Fortis
Merchant Banking, Corporate Finance & Capital Markets advised the Company in relation to the
Acquisition.

Selling restrictions

The Underwriters have agreed to restrictions on where and to whom they and any dealer purchasing
from them may offer and sell Firm Shares as part of the distribution of the Firm Shares.

No public offering outside the Netherlands

No action has been or will be taken in any jurisdiction other than the Netherlands that would permit a
public offering of the Firm Shares, or the possession, circulation or distribution of this Prospectus or
any other material relating to the Company or the Firm Shares in any jurisdiction where action for that
purpose is required. Accordingly, the Firm Shares may not be offered or sold, directly or indirectly, and
neither this Prospectus nor any other offering material or advertisements in connection with the Firm
Shares may be distributed or published, in or from any country or jurisdiction except in compliance
with any applicable rules and regulations of any such country or jurisdiction.

Non-Dutch stamp taxes
Purchasers of the Firm Shares may be required to pay stamp taxes and other charges in accordance
with the laws and practices of the country of purchase in addition to the Offer Price.
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SELLING AND TRANSFER RESTRICTIONS

Notice to investors

The offer of Firm Shares to persons resident in, or who are citizens of, a particular jurisdiction may be
affected by the laws of that jurisdiction. Investors should consult their professional advisers as to
whether the investor requires any governmental or other consents or needs to observe any other
formalities to enable the investor to purchase the Firm Shares.

None of the Company, or the Global Coordinator are taking any action to permit a public offering of
the Firm Shares in any jurisdiction outside the Netherlands. Receipt of this Prospectus will not
constitute an offer in those jurisdictions in which it would be illegal to make an offer and, in those
circumstances, this Prospectus will be sent for information purposes only and should not be copied
or redistributed. Except as otherwise disclosed in this Prospectus, if the investor receives a copy of
this Prospectus, the investor may not treat this Prospectus as constituting an invitation or offer to the
investor of the Firm Shares being offered in the Offering, unless, in the relevant jurisdiction, such an
offer could lawfully be made to the investor, or the Firm Shares could lawfully be dealt in without
contravention of any unfulfilled registration or other legal requirements. Accordingly, if the investor
receives a copy of this Prospectus or any other offering materials or advertisements the investor
should not distribute or send the same, to any person, in or into any jurisdiction where to do so would
or might contravene local securities laws or regulations. If the investor forwards this Prospectus or any
other offering materials or advertisements into any such territories (whether under a contractual or
legal obligation or otherwise) the investor should draw the recipient’s attention to the contents of this
section.

Subject to the specific restrictions described below, investors (including, without limitation, any
investor’s nominees and trustees) wishing to subscribe for the Firm Shares being offered in the
Offering, must satisfy themselves as to full observance of the applicable laws of any relevant territory
including obtaining any requisite governmental or other consents, observing any other requisite
formalities and paying any issue, transfer or other taxes due in such territories.

The information set out in this section is intended as a general guideline only. Investors that are in any
doubt as to whether they are eligible to subscribe for the Firm Shares being offered in the Offering,
should consult their professional adviser without delay.

As a condition to a purchase of any Firm Shares in the Offering, each purchaser will be deemed to
have made, or in some cases, be required to make, certain representations and warranties, which will
be relied upon by the Company, the Underwriters and others. The Company and the Global
Coordinator reserve the right, in their sole and absolute discretion, to reject any purchase of Firm
Shares that they or the Underwriters believe may give rise to a breach or violation of any law, rule or
regulation.

For investors outside the United States of America

Each investor of the Firm Shares will be deemed to have represented and agreed as follows (terms

used in this paragraph that are defined in Regulation S are used herein as defined therein):

- the investor, and the person, if any, for whose account it is acquiring such Firm Shares (a) is
outside the United States and (b) is acquiring the Firm Shares in an offshore transaction meeting
the requirements of Regulation S;

- the investor is aware that the Firm Shares have not been and will not be registered under the
Securities Act and are being distributed and offered outside the United States in reliance on
Regulation S; and

- the Firm Shares may not be offered, sold, pledged or otherwise transferred in the United States
or to or for the account of a U.S. person (as defined in regulation S) except in accordance with
Rule 903 or 904 of Regulation S or otherwise pursuant to an exemption from, or in a transaction
not subject to, the registration requirements of the Securities Act and in accordance with any
applicable securities laws of any state or other jurisdiction of the United States; and

- the investor acknowledges that the Company, the Underwriters and others will rely upon the truth
and accuracy of the foregoing representations and agreements. Any certificate representing the
Firm Shares or any depositary receipts representing the right to receive deposited Firm Shares
shall bear a legend setting forth the foregoing transfer restrictions.
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For investors in the United States of America
Terms used in this paragraph that are defined in Regulation S are used herein as defined therein.

The Shares have not been and will not be registered under the Securities Act or with any securities
regulatory authority of any state or other jurisdiction in the United States.

Accordingly, the Firm Shares may not be offered, sold, pledged or otherwise transferred in the United
States or to or for the account of a U.S. person (as defined in regulation S) except in accordance with
Rule 903 or 904 of Regulation S or otherwise pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act and in accordance with any applicable
securities laws of any state or other jurisdiction of the United States.

For investors in the European Economic Area

In relation to each Relevant Member State (as defined below), each Underwriter has represented and
agreed that with effect from and including the date on which the Prospectus Directive is implemented
in that Relevant Member State (the “Relevant Implementation Date”) it has not made and will not
make an offer of Firm Shares to the public in that Relevant Member State except that it may, with effect
from and including the Relevant Implementation Date, make an offer of the Firm Shares to the public
in that Relevant Member State:

- in the period beginning on the date of publication of a prospectus in relation to the Firm Shares
which has been approved by the competent authority in that Relevant Member State in
accordance with the Prospectus Directive or, where appropriate, approved in another Relevant
Member State and notified to the competent authority in that Relevant Member State in
accordance with the Prospectus Directive and ending on the date which is 12 months after the
date of such publication;

- at any time to legal entities which are authorised or regulated to operate in the financial markets
or, if not so authorised or regulated, whose corporate purpose is solely to invest in securities;

- at any time to any legal entity which has two or more of (1) an average of at least 250 employees
during the last financial year; (2) total balance sheet assets of more than € 43,000,000 and (3) an
annual net turnover of more than € 50,000,000, as shown in its last annual or consolidated
accounts; or

- at any time in any other circumstances which do not require the publication by the Company of
a prospectus pursuant to Articles 3 or 4 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Firm Shares to the public” in relation
to any Firm Shares in any Relevant Member State means the communication in any form and by any
means of sufficient information on the terms of the offer and the Firm Shares to be offered so as to
enable an investor to decide to purchase or subscribe for the Firm Shares, as the same may be varied
in that Member State by any measure implementing the Prospectus Directive in that Member State and
the expression Prospectus Directive includes any relevant implementing measure in each Relevant
Member State.

For investors in the United Kingdom
Neither this Prospectus nor any other offering material has been submitted to the clearance
procedures of the Financial Services Authority in the United Kingdom. The Firm Shares have not been
offered or sold and, prior to the expiry of a period of six months from the sale of the Firm Shares, will
not be offered or sold to persons in the United Kingdom except to “qualified investors” as defined in
section 86 of FSMA (as defined below).

Each Underwriter represents, warrants and agrees that:

- it is a person whose ordinary activities involve it in acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of its business;

- it has not offered or sold and will not offer or sell the Firm Shares other than to persons whose
ordinary activities involve them in acquiring, holding, managing or disposing of investments (as
principal or as agent) for the purposes of their businesses;

- it has only communicated or caused to be communicated and will only communicate or cause
to be communicated an invitation or inducement to engage in investment activity (within the
meaning of section 21 of FSMA) received by it in connection with the issue or sale of the Firm
Shares in circumstances in which section 21(1) of the FSMA does not apply to the Issuer or in
respect of which an exemption (as set out in the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005) applies; and
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- it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to the Firm Shares in, from or otherwise involving the United
Kingdom.

For investors in Germany

This Prospectus may not be distributed, and the Firm Shares may not be offered or sold, in the Federal
Republic of Germany other than to persons who are qualified investors as defined in Section 2 no. 6
of the WpPG, or to less than 100 non-qualified investors. Nothing in this Prospectus should be
construed as investment advice to persons other than such permitted recipients or as otherwise
constituting a public offering within the meaning of the WpPG or any other laws applicable in the
Federal Republic of Germany.

For investors in Japan

The Firm Shares have not been and will not be registered under the Securities and Exchange Law of
Japan (Law No. 25 of 1948, as amended), and are not being offered or sold and may not be offered or
sold, directly or indirectly, in Japan or to or for the account of any resident of Japan (which term as
used herein includes any corporation or other entity organised under the laws of Japan), or to others
for offering or sale, directly or indirectly, in Japan or to, or for the account of, any resident of Japan,
except (i) pursuant to an exemption from the registration requirements of the Securities and Exchange
Law of Japan and (ii) in compliance with any other applicable requirements of the laws of Japan.

For investors in Canada

This communication does not constitute an offer to sell or issue or the solicitation of an offer to buy or
subscribe for the Firm Shares and is not for distribution into Canada. The Firm Shares have not been
and will not be qualified by a prospectus for sale to the public under applicable Canadian securities
laws and, subject to certain exceptions, may not be, directly or indirectly offered or sold within Canada
or to, or on behalf of, any national, resident or citizen, including any corporation or other entity, of
Canada. Any failure to comply with these restrictions may constitute a violation of the Canadian
securities laws.
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GENERAL INFORMATION

Market Information

Eurolist by Euronext

The Ordinary Shares have been listed on Eurolist by Euronext since 1977. The trading symbol of the
Ordinary Shares on Eurolist by Euronext is “ERIKG”. The Company is subject to Dutch securities
regulations and supervision by the relevant Dutch authorities in respect of listed companies.

The relevant regulator in the Netherlands is the AFM. The AFM is the competent authority for approving
prospectuses published for admission of securities to trading on Eurolist by Euronext and/or for public
offering of securities. The AFM is also the competent authority with respect to market abuse regulation,
such as publication of inside information by listed companies. The surveillance unit of Euronext
Amsterdam monitors and supervises all trading operations.

Corporate resolutions

The issue of the Firm Shares, and, if the Over-Allotment Option will be exercised prior to the Settlement
Date, any Over-Allotment Shares, will take place on the Settlement Date pursuant to the following
resolutions: (i) resolutions of the General Meeting adopted on 16 May 2006 and 13 November 2006 to
delegate to the Executive Board the authority to resolve to issue Ordinary Shares and exclude or limit
pre-emptive rights; (ii) resolutions of the Executive Board and the pricing committee of the Executive
Board, adopted on 4 January 2007 and expected to be adopted on 23 January 2007; (iii) resolutions
of the Supervisory Board and the approval committee of the Supervisory Board, adopted on 8 January
2007 and expected to be adopted on 23 January 2007.

Significant change in ERIKS’ financial or trading position

Except as disclosed in this Prospectus (see in particular Acquisitions and divestments - 2006 and
THE ACQUISITION), there has been no significant change in ERIKS’ financial or trading position since
30 September 2006, the end of the last financial period for which either interim financial information
were published.

Availability of documents

Copies, in Dutch and in English, of the consolidated audited annual financial statements of the
Company for the years ended 31 December 2005, 31 December 2004 and 31 December 2003 and the
Articles of Association are available free of charge at the Company’s head office at Arcadialaan 14,
Victory Building, Alkmaar, the Netherlands, during normal business hours and from the Company’s
website www.eriks.com, for the life of this Prospectus.

Copies of this Prospectus and any supplement to this Prospectus (if any) may be obtained at no cost

from the date of this Prospectus at either of the following addresses:

- ERIKS group N.V.: Victory Building, Arcadialaan 14, 1810 KB Alkmaar, the Netherlands,
fax: + 31 (0)72 547 58 89, e-mail: group@eriks.com

- Rabo Securities, Equity Capital Markets: Rembrandt Tower, Amstelplein 1, 1096 HA Amsterdam,
the Netherlands, fax: + 31 (0)20 460 49 49, e-mail: prospectus@rabobank.com

Independent auditors

PricewaterhouseCoopers Accountants N.V., independent auditors, have audited, and rendered
unqualified auditors’ reports on, the Company’s financial statements for each of the financial years
ended 31 December 2005, 2004 and 2003. The address of PwC is Thomas R. Malthusstraat 5, 1066
JR, Amsterdam, the Netherlands. The partner of PwC who has signed the aforementioned auditors’
reports is a member of the Royal Dutch Institute of Chartered Accountants (Koninklijk Nederlands
Instituut voor Registeraccountants).

PricewaterhouseCoopers LLP, whose address is Cornwall Court, 19 Cornwall Street, Birmingham B3
2DT, the United Kingdom, has audited the statutory accounts of WYKO Holdings Limited for the year
ended 30 April 2006 and has issued an audit report in respect of those accounts. Such report was
unqualified and did not include a statement under section 237(2)-(3) of the UK Companies Act 1985.
PricewaterhouseCoopers LLP is a member firm of the Institute of Chartered Accountants in England
and Wales.

The Company confirms that the information in PwC’s and PricewaterhouseCoopers LLP’s reports in
“INDEX TO FINANCIAL INFORMATION” has been accurately reproduced and that as far as it is
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aware and able to ascertain from information published by that party, no facts have been omitted
which would render PwC’s and PricewaterhouseCoopers LLP’s reports inaccurate or misleading.

PwC has given, and has not withdrawn, its written consent to the inclusion of its reports and the
references to itself herein in the form and context in which they are included.
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INFORMATION INCORPORATED BY REFERENCE

The following information as included in the document stated below which has previously been
published and has been filed with the AFM shall be deemed to be incorporated in, and to form part of,
this Prospectus:

o Financial statements of the Company for the year ended 31 December 2003 (consolidated and
corporate financial statements) and the unqualified auditors’ report thereto, as included in the
Company's annual report 2003 (in the English language)

The non-incorporated parts of the Company's annual report 2003 are not relevant for a prospective
investor.

This document is available free of charge at the Company's head office at Arcadialaan 14, Victory
Building, Alkmaar, the Netherlands, during normal business hours and from the Company's website
www.eriks.com.
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Acquisition

AFM

Articles of Association

Bookrunner

Bridge Loan

CEO

CFO

CITA

Code

Company

Co-Lead Managers

coo

Daily Official List

Dutch Corporate Entities

Dutch GAAP

Dutch Individuals

€ or EUR or euro
EEA State

ERIKS

EU

Euroclear Nederland

Eurolist by Euronext

Euronext Amsterdam
Executive Board

Financing Preference Shares

Firm Shares
FMSA
Foundation
FSMA

DEFINITIONS

The acquisition by the Company of all the issued and outstanding
shares in the capital of Wyko Holdings Ltd. as effected on 17
November 2006

Netherlands Authority for the Financial Markets (Stichting Autoriteit
Financiéle Markten)

The Articles of Association of the Company, as most recently
amended on 23 May 2005

Rabo Securities, in its capacity as bookrunner

€ 270,000,000 bridge credit facility between the Company and
Rabobank, dated 16 October 2006

Chief executive officer

Chief financial officer

The 1969 Corporate Income Tax Act

The Dutch corporate governance code issued on 9 December 2003
Eriks Group N.V.

Fortis and SNS Securities

Chief operating officer

The Officiéle Prijscourant of Euronext Amsterdam

Corporate entities (including associations which are taxed as
corporate entities) that are resident or deemed to be resident in the
Netherlands for purposes of the CITA and which invest in the
Ordinary Shares

Accounting principles generally accepted in the Netherlands as
applied by the Company

Individuals who are resident or deemed to be resident in the
Netherlands or, with respect to personal income taxation,
individuals who opt to be taxed as a resident of the Netherlands for
purposes of Dutch taxation and who invest in the Ordinary Shares

The currency of the European Monetary Union

Each stated party to the Agreement relating to the European
Economic Area

The Company and its consolidated subsidiaries (unless the context
requires otherwise), including WYKO Holdings Limited and its
consolidated subsidiaries (unless the context requires otherwise)

European Union

Nederlands Centraal Instituut voor Giraal Effectenverkeer B.V.
Euronext Amsterdam N.V.’s Eurolist by Euronext

Euronext Amsterdam N.V.

The executive board (Raad van Bestuur) of the Company

Financing preference shares in the share capital of the Company
with a nominal value of € 0.50 each

New Ordinary Shares offered in the Offering

Financial Markets Supervision Act (Wet op het financieel toezicht)
Stichting Eriks Group, formerly named Stichting ERIKS Holding
Financial Services and Markets Act 2000
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FTEs

GDP

General Meeting
Global Coordinator
IFRS

Investor Sellers

IS
Listing Agent
Listing Date

LTIP
Management Sellers
MRO

New Loan

OEM

Offering

Offer Price
Offer Shares
Option Agreement

Ordinary Shares

Over-Allotment Option

Over-Allotment Shares

Parent-Subsidiary Directive

Paying Agent
Preference Shares

Pricing Date

Prospectus

Prospectus Directive

Full time equivalents

Gross domestic product

General meeting of shareholders of the Company
Rabo Securities, in its capacity as global coordinator
International Financial Reporting Standards

Royal Bank Investments Limited and Others as defined in the Sale
and Purchase Agreement

WYKO Integrated Solutions
Rabo Securities in its capacity as listing agent

The date on which trading in the Firm Shares, and any Over-
Allotment Shares if issued prior to the Settlement Date, on Eurolist
by Euronext is expected to commence, which, subject to
acceleration or extension of the timetable for the Offering, is expect
to be on or about 26 January 2007

Long term incentive plan for the Executive Board
Several individuals listed in the Sale and Purchase Agreement
Maintenance Repair Overhaul

€200,000,000 unsecured multicurrency syndicated credit facility to
be arranged and underwritten by Rabobank to refinance the
Acquisition and other existing facilities of the Company

Original Equipment Manufacturers

The offering of the Firm Shares and any Over-Allotment Shares as
described in this Prospectus

€ [*] per Firm Share
Firm Shares and any Over-Allotment Shares

The option agreement entered into on 25 October 1989 between
the Company and the Foundation, as most recently amended on
24 May 2005.

Ordinary shares in the share capital of the Company with a nominal
value of € 0.50 each

Option exercisable within 30 calendar days after the Pricing Date,
pursuant to which the Stabilisation Agent, on behalf on the
Underwriters, may require the Company to issue at the Offer Price
Over-Allotment Shares, to cover over-allotments, if any, in
connection with the Offering

Additional new Ordinary Shares issued by the Company which it
may be required to issue in whole or in part pursuant to the Over-
Allotment Option of up to 15% of the total number of Firm Shares
issued by the Company pursuant to the Offering

Directive 90/435/EEC
Rabo Securities in its capacity as paying agent

Preference shares in the share capital of the Company with a
nominal value of € 0.50 each

The date on which the Offer Price is expected to be announced,
which, subject to acceleration or extension of the timetable for the
Offering, is expect to be on or about 24 January 2007

This prospectus, dated 15 January 2007
Directive 2003/71/EC
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Publication Date
PwC

Rabobank
Regulation S

Relevant Implementation Date

Relevant Member State

Sale and Purchase Agreement

Securities Act
Sellers
Settlement Date

Shareholder
Shares

Stabilisation Agent

Subscription Period

Substantial Interest Shares

Summary

Supervisory Board
Underwriters

Underwriting Agreement

UK GAAP

WEMS
WID
WIS
WYKO

15 January 2007, the date on which this Prospectus is published
PricewaterhouseCoopers Accountants N.V.

Cooperatieve Centrale Raiffeisen-Boerenleenbank B.A.
Regulation S under the Securities Act

The date on which the Prospectus Directive is implemented in that
Relevant Member State

Each Member State of the EEA which has implemented the
Prospectus Directive

Sale and purchase agreement entered into by the Company, the
Investor Sellers and the Management Sellers, dated 16 October
2006 in relation to the sale and purchase of all issued and
outstanding shares in the share capital of WYKO Holdings Ltd.

The US Securities Act of 1933, as amended
The Investor Sellers and the Management Sellers

The date on which the closing of the Offering is scheduled to take
place, which, subject to acceleration or extension of the timetable
for the Offering, is expected to be on or about 26 January 2007

A holder of Ordinary Shares

Ordinary Shares, Preference Shares and Financing Preference
Shares

Rabo Securities in its capacity as stabilisation agent

Subject to acceleration or extension of the timetable for the
Offering, the period commencing on 15 January 2007 at 9:00
Amsterdam time and ending on 23 January 2007 at 13:00
Amsterdam time

Dutch Enterprise Shares (including any capital gains realised on the
disposal thereof) that are attributable to a (fictitious) substantial
interest

The section of this Prospectus entitted SUMMARY commencing
on page 5

The supervisory board (Raad van Commissarissen) of the Company
Rabo Securities, Fortis and SNS Securities

The underwriting agreement among the Company and the
Underwriters and dated 23 January 2007

Accounting principles generally accepted in the United Kingdom as
applied by WYKO

WYKO Electrical and Mechanical Engineering Services
WYKO Industrial Distribution
WYKO Industrial Services

Wyko Holdings Ltd. and/or Wyko Holdings Ltd. and its
consolidated subsidiaries, as applicable
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Note:

INDEX TO FINANCIAL INFORMATION

Financial statements of the Company for the year ended 31 December 2004, including
comparatives for 2003 (consolidated and corporate financial statements)..........cc.......... F- 2

Financial statements of the Company for the year ended 31 December 2005, including
comparatives for 2004 (consolidated and corporate financial statements)..........cc.......... F-25

Company’s unaudited consolidated financial information for the nine months ended
30 September 2006 aNd 2005 ......ooeiiiiiiiiieiieeee e eeaaas F-64

Financial statements of WYKO for the year ended 30 April 2006 (consolidated and

corporate financial StatemMENtS).......coovii i F-72

Unless stated otherwise, references to page numbers in the following F-pages are references to the page numbers of the
respective annual accounts in which the financial statements of the Company are originally included, and which are
available from the Company’s website www.eriks.com.
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COMPANY’S 2004 FINANCIAL STATEMENTS
ACCOUNTING POLICIES

General

The financial statements of the holding company and of all its group companies are drawn up using
the accounting policies set out below. These accounting policies therefore apply to the consolidated
financial statements as well.

The financial statements have been drawn up in accordance with generally accepted accounting
principles in the Netherlands.

The policies used to value assets and liabilities are based on historical cost. Assets and liabilities are
carried at their face value, unless otherwise stated.

Comparison with the previous financial year
The policies have not changed from those in operation in the previous financial year.

Consolidation policies
The assets, liabilities, income and expenses of group companies are consolidated in full.

The share of third parties in the equity and net profits and losses is therefore disclosed separately.
(@) Group companies

Group companies means those companies in which ERIKS group nv exercises decisive influence
over the policy to be pursued. Group companies are included in the consolidated figures from
the date on which decisive influence over those companies is acquired.

The results of group companies sold during the year under review are consolidated until the
moment that the decisive influence is relinquished. Intra-group transactions and balance sheet
items have been eliminated.

(b)  Minority interests

As a rule, interests over which the group does not exercise decisive influence are included in the
consolidated balance sheet under “Financial fixed assets”.

A list of the clusters and group companies is set out on page 104 and onwards of this report.

Acquisition and disposal of participating interests

Newly acquired participating interests are carried at net asset value, using the accounting policies
applied by the ERIKS group. The net asset value is based on the fair value of identifiable assets and
liabilities at the time of the acquisition. The acquisition cost consists of the purchase price paid for the
acquisition, plus any costs directly attributable to the acquisition.

The difference between the acquisition cost and net asset value, the goodwill, is capitalized and
amortized straight-line over the remaining useful economic life up to a maximum of 15 years. If facts
or circumstances occur such as to create reasonable doubt about whether the book value can be
recouped, an exceptional downward value adjustment to realizable value will be made, if necessary.

Upon disposal of participating interests, the difference between selling price and net asset value, as
well as the balance of goodwill at book value at the time of the disposal, are taken to the statement of
income.

The euro is the functional and reporting currency in these financial statements.

Foreign currency

Transactions in foreign currency are stated for the first time at the rate of exchange on the trade date.
On the balance sheet date, all monetary assets and liabilities are converted at the closing rate of
exchange. Translation gains and losses arising from the conversion and settlement of monetary assets
and liabilities are taken to the statement of income. In the consolidation, the statement of income of
group companies reported in foreign currencies is converted at average rates for the period under
review. The balance sheet of group companies reported in foreign currencies is converted at the
closing rate of exchange. Translation gains and losses arising from this, as well as translation gains
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and losses on fixed financing of foreign participating interests stated in foreign currency, are taken
direct to stockholders’ equity.

Intangible fixed assets

Goodwill is capitalized and amortized over the useful economic life up to a maximum of 15 years. See
the notes on ‘Acquisition and disposal of participating interests’ for how goodwill is determined. Up to
and including the 1999 financial year, goodwill was charged direct to the stockholders’ equity.

Other intangible fixed assets, including development costs, are charged in full to the statement of
income in the year of acquisition.

Tangible fixed assets

Tangible fixed assets are carried at cost, net of straight-line depreciation based on their estimated
useful economic lives. Insofar as not used in operations, tangible fixed assets are carried at book value
or net realizable value, whichever is the lower.

Impairment of fixed assets
Each year an assessment is carried out to see whether there are any indications of impairment of fixed
assets and, if necessary, the realizable value of the assets is checked.

Realizable value is the higher of the net realizable value and the present value of the company. The
present value of the company is calculated on the basis of the discounted cash flow taken from the
long-range budget. Assets are written down if their realizable value is less than their book value.

Financial fixed assets

Participating interests over which significant influence can be exercised are carried at their net asset
value or a proportionate share thereof, as appropriate. Significant influence is assumed to be present
in the case of an interest of more than 20%. Other participating interests are valued at cost.

Receivables from participating interests and other receivables are carried at their face value, where
necessary net of provisions for bad debts or diminutions in value.

Inventories

Inventories of trade goods and raw materials are carried at the lower of historical cost, being the
average purchase price plus transport and other additional expenses, and market price. The risk of
obsolescence is allowed for.

Work in progress is carried at production cost, consisting of the costs of wages and materials and a
margin for indirect production costs and overheads.

Accounts receivable trade

Accounts receivable trade are carried at face value. If it is anticipated that receivables may not be able
to be collected in full, a provision will be made for bad debts.

Provisions

Provisions are actual or legally enforceable commitments arising from an event in the past, making it
likely that an outflow of funds will be necessary, and where a reliable estimate can be made of the
extent of the commitment.

The provisions formed for pension obligations have been based on actuarial principles. Maintenance
provisions are formed in order to equalize maintenance costs.

Deferred taxes

A deferred tax provision or deferred tax asset is formed for temporary differences between the
commercial value of assets and liabilities and their value for tax purposes at the expected rate in the
settlement year, in so far as laid down by law.

Deferred tax assets on account of available off-settable losses are carried, in so far as it is reasonable
to expect that these losses will be realized from anticipated future tax gains. These receivables are
included under other receivables.
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Principles for the determination of the result
Profits or losses for the year are determined on the basis of the accounting policies set out above.
Deliveries of goods are treated as sales as soon as all significant rights and risks related to the

ownership of the goods pass to the purchaser. Revenues from services provided are treated as sales
when the service requested has been performed.

Costs are allocated to the year to which they relate.

Net sales

Net sales are the revenues from third parties for goods and services supplied, net of discounts and
sales tax.

Cost of sales

Cost of sales is made up of the purchase price and reductions in value directly attributable to the
goods supplied, as well as the costs of warehousing, production and distribution.

Depreciation

Depreciation of tangible fixed assets, which is calculated at fixed percentages of cost, is based on their
useful economic lives. Book gains and losses on the disposal of tangible fixed assets are included in
the operating result.

Taxation

Tax on the profit or loss is calculated using the standard tax rate in force in the financial year
concerned, allowing for tax relief facilities and deferred tax movements.

Interest received and interest paid

Interest received and interest paid is time-weighted, taking account of the effective interest rate for the
receivable or debt concerned.

Consolidated cash flow statement

The cash flow statement has been prepared according to the indirect method, based on the statement
of income and the other movements between the opening and closing balances. Cash and cash
equivalents consist of liquid resources and current account overdrafts.

Movements between the opening and closing balance resulting from the acquisition and disposal of
consolidated participating interests are shown as part of the investing activities. Interest paid and
received is accounted for as part of the cash flow from operating activities.

Corporate statement of income

Under article 402 of Title 9, Book 2 of the Civil Code, it is sufficient for the statement of income to state
the ‘net result of group companies’, and the ‘other net results’.

The latter item represents the income and expenses of ERIKS group nv.
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CONSOLIDATED STATEMENT OF INCOME

In EUR thousands Ref.

Net saleS....coovveeieeiiieiiieieieeee e 1.

Cost of saleS.....ccveveveeeeeeeieeeees

Gross profit on sales..........ccccuueeee
Sales expenses......ccccovvcveeeeeenneenn.
General administrative expenses .

Amortization of goodwill................ 7.

Total expenses........ccccccvvvvveeeeeeenn.

Operating result .......coeeeeeeeieeccnnnns 3.

Result on financial fixed assets....
Interest received ........ccovveveeniennnenn.
Interest paid.......ccooeeeicneiiiieeeeeen.

Balance of financial income and
EXPENSES...cceeeerrereeeraeeeeeeeeeannenes

Result from ordinary activities
before taxes ....cccccvvveeeeiiiiiccicinns
Taxes on result from ordinary

activities ... 6.
Result from ordinary activities

after taxes ....ccovveveen i,

Minority interest .........ccccociieeeeeeen. 14.
Netresult............oooeiiiiiiiiiiinns

Average number of stocks issued
Net earnings per stock (in euro) ...
Operating result before
amortization of goodwill (EBITA)...
Result from ordinary activities
after taxes and before
amortization of goodwill ...............

2004

423,393
313,325

110,068
69,131
10,968

2,777

82,876
27,192

880

(2,969)

(2,089)
25,103

9,295

15,808
(62)

15,746

3,830,666
4.1

29,969

18,585
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2003

381,863
283,235

98,628
64,737
9,390

2,517

76,644
21,984

(55)
821

(2,975)

(2,209)

19,775

7,715

12,060
(76)

11,984

3,700,720
3.24

24,501

14,577



CONSOLIDATED BALANCE SHEET

Before profit appropriation proposal
In EUR thousands Ref. December 31, 2004 December 31, 2003

ASSETS
Fixed assets

Intangible fixed assets.................. 7. 33,263 31,855
Tangible fixed assets .......cccceeeun... 8. 47,864 34,958
Financial fixed assets ................... 9. 71 282
81,198 67,095

Current assets
INVeNtories ......ceeveeveeeeeeeeeeeeeee, 10. 58,292 50,431
Accounts receivable trade............. 73,111 64,321
Other receivables..........cccceeeeennn.... 11. 3,290 3,681
Liquid resources ..........ccoeveecennnnns 12. 12,804 18,079

147,497 136,512
Total ASSETS.......ccceeeeeeviieeeeeneees 228,695 203,607
LIABILITIES
Group capital
Stockholders’ equity.......ccceeuneeee. 13. 105,328 91,760
Minority interest ..........cccccviveeeeen. 14. 296 234

105,624 91,994
Provisions.........ccccoevevveeeiveeeennnnns 15. 12,412 12,389
Long-term liabilities.................... 16. 35,456 12,169

Short-term liabilities

Bank overdrafts ........cccccevvvvvennnneee. 17. 17,317 36,459
Repayment obligations on

long-term liabilities falling due

within one year........cccccceeeeeeennnnnne. 16. 6,184 4,953
SUPPIErs ... 25,887 24,916
Other short-term liabilities ............ 18. 25,815 20,727
75,203 87,055
Total LIABILITIES ............c.......... 228,695 203,607

Total capital
balance sheet total -/- intangible
fixed assets -/- liquid resources... 182,628 153,673

Net capital invested

balance sheet total -/- intangible

fixed assets -/- financial fixed

assets -/- liquid resources -/-

interest-free debts (suppliers and

other short-term liabilities)............ 130,855 107,748
Working capital

inventories + accounts receivable

trade -/- suppliers......ccccceeeeeeeeenn. 105,516 89,836

F-6



CONSOLIDATED STATEMENT OF MOVEMENTS IN STOCKHOLDERS’ EQUITY

As part of group capital

In EUR thousands Ref. Stock Paid-in Other Undistri- Total
capital surplus reserves buted stock-
profit  holders’
equity
Balance January 1, 2003 ........ 3,629 476 68,438 10,706 83,249
Profit appropriation 2002......... 123 8,110 (10,706) (2,473)
Translation losses on foreign
participating interests............... (1,000) (1,000)
Result for 2003 financial year .. 11,984 11,984
Balance December 31, 2003 /
January 1,2004...................... 13. 3,752 476 75,548 11,984 91,760
Profit appropriation 2003......... 135 10,107 (11,984) (1,742)
Translation losses on foreign
participating interests............... (436) (436)
Result for 2004 financial year .. 15,746 15,746
Balance December 31, 2004 . 13. 3,887 476 85,219 15,746 105,328

With regard to the profit appropriation for 2002 and 2003, see the notes on the stockholders’ equity.
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CONSOLIDATED CASH FLOW STATEMENT

In EUR thousands

Net result ...
Depreciation.........ccceeviiiiiiiicinnnns
Amortization of goodwill................

Cash flow from ordinary activities
Movements in operational
financing:

Working capital .........cccceeeeeeennnnnne
Other accounts receivable and
short-term liabilities, excluding
repayment obligations falling due
within T year........cccooiiieeeeeenne
Provisions ........ccceveeeeieiviiiiiiiinns

Minority interest ..........ccccciieeeeeeen.

Cash flow from operational
activities........cccevvviiiiiiiii,
Investments in tangible fixed

Disposal of tangible fixed assets..
Acquisition of participating

INterests ...
Disposal of participating interests
Movement in financial fixed assets

Cash flow from investing activities
Movement in long-term liabilities,
including repayment obligations
falling due within 1 year................
Cash dividends and costs paid....

Cash flow from financing activities

Cash flow on balance..................
Liquid resources and bank
overdrafts, January 1..................
Contributions of liquid resources
from acquisition/disposal of
participating interests ...................

Liquid resources and bank
overdrafts, December 31............

Ref.

N

14.

13.

2004
15,746
6,245
2,777
24,768
(10,126)
4,945
(112)
(5,293)
62
19,537
(20,270)
2,079
(12,409)
1,230
211
(29,159)
24,518
(1,742)
22,776
13,154
(18,380)
713
(4,513)
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2003
11,984
5,191
2,517
19,692
3,930
278
(154)
4,054
76
23,822
(14,339)
635
(8,627)
436
397
(21,498)
9,167
(2,473)
6,694
9,018
(29,178)
1,780

(18,380)



NOTES TO THE CONSOLIDATED ACCOUNTS
In EUR thousands

1. Segmented information

The information is broken down by cluster. This primary segmentation ties in with the information
organizational structure and the management of the ERIKS group. The nature of the business
operations is so similar across the clusters that secondary segmentation is not considered expedient.

Net sales

Net sales to third parties went up from EUR 381.9 million in 2003 to EUR 423.4 million in 2004, or by
10.9 percent.

By cluster 2004 2003
ERIKS NEtherlands.........uuueeuiuiiiiieieeieeeeee ettt 181,436 170,488
ERIKS BEIGIUM .eieeeieeei ettt e et e e e e e e e e e e e e e e e e e e e e s 110,070 98,118
[ R | SES T C 1Y 0 0 = 0 R 84,961 63,438
ERIKS FranCe .....cooeeeieeeeeeette ettt ettt ettt e e e e e e e n e 21,605 22,054
ERIKS USA ... ettt ettt e e e et e e e e e e e e e eeeaeaas 19,634 21,552
ERIKS SoUth-8aSt ASIa.....cuuuiiiiiieeeei et e s 5,687 6,213

423,393 381,863

Intra-group sales between the clusters is small-scale.

By region (in %)

The Netherlands ........uu i e e e e e e eanan 41.0 42.4
Bl gIUM ..o ————————— 22.7 22.3
L= o= U 2SR 20.8 17.2
[ =1 o (ot T 6.2 7.3
=TS o = U] o - 3.2 3.4
(01T IR ¢ | (=Y R 4.6 5.7
SOUTN-aSt ASIA...uuuiuiuiiiiiiieii et e e e e e e e e e e e e e e eeeeeeeeeraens 1.5 1.7

100.0 100.0

Operating result

By cluster
ERIKS Netherlands.........oooeceiiiiiiiiieeee et e e e e e 16,672 15,212
ERIKS BEIGIUM ..ttt e e e e e e e eeeaa e e e e s 7,789 5,423
ERIKS GEIMANY ....eiiiiiiiiiee ettt e e e e e ean 5,902 3,834
ERIKS FIranCe ....uuuiiiiieiiii ittt e et e e e e e e e e e e ssnnteen e e e e eae e e e s 728 516
ERIKS USA .ottt e e e et e e e e e e e e e e e s tnnn e e e e e eaaeeeean 1,604 1,440
ERIKS SoUth-£aSTt ASIa......cccceeiiiiiiiieeee et e e e e 73 (208)
ERIKS GrOUD NV ceiiiiiieiei ettt e st e e e e e e e e e et neeeeeaaeeeee s (2,799) (1,716)
29,969 24,501
Deduct: amortization of goodwill .........cooociiiiiiiiiiiii e (2,777) (2,517)
27,192 21,984
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Personnel

The average number of people employed by the group during the year, expressed in terms of full
man/years, allocated by cluster was as follows:

2004 2003
ERIKS GFrOUDP NV ..ttt e e s e e 15 15
ERIKS Netherlands..........uuuuueiiiieeee e 806 801
ERIKS BEIGIUM ...ttt e e s e e 580 555
ERIKS GEIMMANY ....eiiiiiiiieiee ettt e e e s e e e e aane 353 291
ERIKS FranCe .....coooiiiiieeee ettt e e e 124 136
ERIKS US A . ettt e et e e e e e e e e e aaaas 75 88
ERIKS SoUth-€aSt ASi@.......uuuuiiiieiiee e e 58 56
2,011 1,942

Other information by cluster

Year-end 2004
Investments Depreciation

Goodwill Other Liabilities Parti- Tang- Intang- Tang- Intang-
assets cipating ible ible ible ible
interests fixed fixed fixed fixed

assets assets assets assets

ERIKS Netherlands............... 6,501 93,737 73,136 16,600 1,349 3,071 514

ERIKS Belgium ......eveereveenn. 9,313 53,888 49,671 71 2812 770 2,032 772

ERIKS Germany ..........coow.e... 6,702 34,365 20,379 582 2,066 750 568

ERIKS France ......coeveoveveenn. 11,516 7,832 185 326

ERIKS USA covoeeeeeereeereneen, 7,810 3,452 46 83

ERIKS South-east Asia......... 3,176 2,186 45 120

ERIKS group NV .....eveereeeenn. 10,747 (9,080) (33,289) (137) 923
33,263 195432 123,367 71 20270 4,185 6,245 2,777

Year-end 2003

Investments Depreciation
Goodwill Other Liabilities Parti- Tang- Intang- Tang- Intang-
assets cipating ible ible ible ible
interests fixed fixed fixed fixed

assets assets assets assets

ERIKS Netherlands................ 5666 65,566 44,805 8,656 223 2,318 442

ERIKS Belgium .......oovvereveenn. 9,315 49,845 47,825 71 1,774 (2,833) 1,887 839

ERIKS Germany..........coow..... 5204 23177 16,879 3,382 529 431

ERIKS France ......coowevmveenn. 10,857 7,500 8 379 324

ERIKS USA covoeeeeeereeerereene 8,224 4,446 203 45 167

ERIKS South-east Asia......... 3,457 2,399 84 101

ERIKS group v .....eeveereveenn. 11,670 10,626 (12,007) 19 9,183 (135 805
31,855 171,752 111,847 282 14,339 6,573 5191 2517

2. Acquisition and disposal of participating interests

As of 1 January 2004, the activities of a distribution company in Roeselare, Belgium, were acquired via
the Baudoin group for EUR 1.7 million, which included EUR 0.8 million goodwill. Annual contribution
to sales is EUR 6 million.

As of 15 May 2004, all activities of Freudenberg Simrit bv of Naarden were acquired via ERIKS bv for
EUR 1.7 million, of which EUR 1.3 million was goodwill. Annual contribution to sales is EUR 2.6 million.

As of 1 June 2004 in Germany, all trading activities of Steinebronn Industrietechnik were acquired. The
total investment was EUR 9.1 million. The goodwill included in the purchase price for the assets
amounted to EUR 2.1 million. Annual contribution to sales is EUR 28 million.
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As of 1 January 2004, the activities of ERIKS Aerospace, Inc. in the United States (annual sales
USD 3.5 million) were disposed of with a book loss of USD 0.1 million. This book loss was offset by a
book profit of USD 0.1 million from the settlement of the activities of ENA, Inc. in the United States that
were sold in 2003.

3. Operating result
The operating result includes the following personnel costs:

2004 2003
Wages and Salaries ........cooeeiiiiiiiiieeeeee e —————— 73,959 68,874
SOCial SECUNMLY COSES wiiiiiiiiiiiiiiiiiiieee et e e e e e e e e s 16,654 15,556
[RdoT a1]T0] g T 0 1] £ 4,072 3,977
94,685 88,407
Average number of group emMpPIOYEES .........uuiiiiiiiiiiieiiiiieire e 2,011 1,942
Average salary costs per emplOYee ...........uuieeiiiiiiiiiiiiiiiiiee e 471 455
The operating result also includes the following items:
2004 2003
Depreciation of tangible fixed assets.........ccccvuieiiriiiiiee e 6,245 5,191
Amortization of intangible fixed asSets .........cvvevveeiiiiiiiccccie e 2,777 2,517
Impairments of fiXed aSSELS ....cuviiiiiiiiecccee e 222
Result on sale of tangible fixed assets .......cccccvveiiriiieee e, 176 582
Amounts on account of rents paid and operational lease..............ccccuuueeeee 9,325 9,083
AUGIE TEE it 521 505

4. Personnel remuneration

Pension and pre-pension schemes
A number of pension and pre-pension schemes are operated within the group, which all meet the local
laws and regulations.

The pension obligations of most of the Dutch business units are administered by the ERIKS company
pension fund (defined contribution scheme).

Most of the other pension obligations, including those of the foreign business units, are administered
by external insurers/reinsurers or insured by local authorities.

The majority of the current schemes can be characterized as defined contribution schemes. A small
number of the schemes operating in Belgium and the Netherlands can be characterized as defined
benefit schemes.

Profit-sharing and bonus schemes

The group operates profit-sharing and bonus schemes for its personnel. With regard to the
remuneration of directors, see the notes under point 5.

5. Remuneration of the Board

Remuneration of the Supervisory Board

Number of Remuneration
depositary
receipts Members 2004 2003
781 N R = 1o U o o T PR 35.0 25.0
H.E. Jonker ROEIANtS .....ccceeevviieieeeieecc e 28.0 20.4
R.AA. OlIEMANS ....ccoiiieeeeeeeeeeeeeeeee e e e e e e e e e e eeeeeeeeeeeens 28.0 20.4



All members of the Supervisory Board receive a fixed annual salary that does not depend on the results
in any single year.

No options on depositary receipts for ERIKS group nv stocks were granted to the members of the
Supervisory Board.

Remuneration of the Executive Board

The current members of the Executive Board possessed a total of 7,214 depositary receipts for ERIKS
stocks at year-end 2004. No options on depositary receipts for ERIKS group nv stocks were granted
to members of the Executive Board.

In 2004 the members of the Executive Board received the following salaries, bonuses and benefits:

Number of
depositary Gross Bonus Pension Total Total
receipts Members salary contri- 2004 2003

bution

3,604 H. Kreuger.....c.cccooiiiinnne 333 167 100 600 960
2,300 J.G. de Boer........couuveeenn.n. 204 102 64 370 353
260 H.J. Maier......c....ooeennnnnns 188 94 59 341 299
1,050 J. van der Zouw ................ 204 102 64 370 353

Total remuneration and the composition of the remuneration package is determined based on the
market rate for similar positions. Salaries are reviewed annually.

The level of bonuses depends on the following criteria:
- quantitative: achievement of the annual objectives for growth and profitability
- qualitative: realization of the main points of the policy plan.

In the year under review, almost all of the qualitative and quantitative objectives used to determine the
bonus were realized.

The remuneration package also includes contributions to pension schemes and disability benefit
schemes equivalent to about 30 percent of the fixed salary.

6. Tax on result
Tax on the result on ordinary activities for 2004 and 2003 amounted to EUR 9,295 and EUR 7,715
respectively.

The tax burden amounted to 37.0 percent in 2004 and 39.0 percent in 2003

2004 2003
Weighted average of statutory rates for tax on result.........ccccovvvvrvnnnnnnnnne. 35.2 35.2
Tax effect of offsettable losses not carried over ... 0.9 1.2
Tax effect of carry-over losses claimed .........ccveveeiiiiiiiiciiiieeieeee e (0.3) (0.2)
Tax effect of amortization of goodwill ...........coorriiiriiiii e, 3.1 3.8
Permanent differences, including the effect of group financing.................. (1.7) (1.8)
Taxes paid fOr PrevioUS YEAIS.........ccccecccuureeiieieeee e e e eeeseccereeeeeeee e e e e e e e e e sannns (0.2) 0.8
Effective taX rate......o e 37.0 39.0

The average statutory tax rate is the average of the statutory taxation rates applicable in the countries
in which the ERIKS group operates, weighted on the basis of the profits or losses on ordinary activities
before tax in each of these countries.
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Off-settable losses
At year-end the losses off-settable against tax and their valuation can be broken down as follows:

2004 2003
Carry-over period Within 1 Year.........ccveiiiiiiiiiii e 500 259
Carry-over period between 1 and 5 years .......ccooccveeeveiiiieeierieeee e 1,801 1,666
Carry-over period after 5 Years ........ccueeeeiiiiiiiii e 939 1,208
Total Off-Settable [0SSES .....cevuiiieiiiitiee et eeeaaas 3,240 3,133
Of which valued as active deferred tax included in 11.
Other reCeIVADIES. .....ccciiieieiee e 42 152
7. Intangible fixed assets
The intangible fixed assets comprise goodwill.
Movements in intangible fixed assets in 2004 were as follows.
Accumulated goodwill at January 1, 2004 .........coooeeeiiieeeeereeee e 38,049
Accumulated amortization at January 1, 2004 .......coovvmeeeeiriiiiiiireeeeeeeeeeen 6,194
Balance sheet value at January 1, 2004................ccooriiiiiiiiiee e, 31,855
Movements in the balance sheet value:
L€ ToToTo 1TV 1|1 o T- 1l O PRSPPI 4,185
AMOILIZAtION ... e —————————— 2,777

1,408

Accumulated goodwill at December 31, 2004 ........ccoooeccmiiiiieiieeeee e 42,234
Accumulated amortization at December 31, 2004 ........oovvvveeeiiiiieieeeeeeeennn. 8,971
Balance sheet value at December 31, 2004.............cccccoeevieiievieieeeeeennnnnnn. 33,263

The goodwill in 2004 relates to the acquisition of the activities stated under 2. Acquisition and disposal
of participating interests. There has been no reason or situation giving rise to impairment of fixed
assets.
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8. Tangible fixed assets
The book value of the tangible fixed assets can be broken down as follows:

Machines Other

Land and and operating

buildings equipment assets Total
At January 1, 2004
At COSt e 31,070 18,956 43,324 93,350
Accumulated depreciation..............ccceeeeeeeens 8,523 15,479 34,390 58,392
Balance sheet value ........cccoeeevveieeieeiiinnceennns 22,547 3,477 8,934 34,958
Movements in the balance sheet value:
Book value contribution from acquisitions
and diSPOSalS ...cooeeveiiiieieeeeeeeeeee 202 776 978
INVESTMENTS ... 12,931 1,221 6,118 20,270
Book value disposals........ccccceeeeeceerreeneeeneennn. (1,702) (7) (3870) (2,079)
Foreign exchange and classification
AIffEreNCES wuvvvveeee e (1) 17) (18)
Depreciation........cccccvveeieeieeeiiee e (1,201) (1,194) (3,850) (6,245)
At December 31, 2004
AL COSt i 40,757 19,823 48,065 108,645
Accumulated depreciation............ccceeveeeeeeenees 8,182 16,125 36,474 60,781
Balance sheet value .........cooouveeiiieeiiiveeieenns 32,575 3,698 11,591 47,864
Depreciation rates .......ccccccoiiiiiiiiiiiiieeenneenen, 0-4% 7-20% 5-25%

The other operating assets are made up of transport and IT equipment, and office and warehouse
fixtures and fittings.

At year-end 2004, the book value of tangible fixed assets under financial lease was EUR 4,455.

In the Netherlands a liability of EUR 15,250 has been entered into to build new premises in Alkmaar.
EUR 12,566 of this investment is included in “land and buildings” at the balance sheet date.

9. Financial fixed assets
These relate to the following participating interests which are not included in the consolidation:

2004 2003

ENA, INC. e (100.0%) 194
HFES Group, INC. oo (33.3%) 17
TradCOM NV ittt snn e e (25.0%) 7 71
71 282

Tradcom nv is a company that manages an internet portal. The activities of ENA, Inc. were disposed
of on 30 June 2003.

The participating interest in HFS Group, Inc. was disposed of on 1 January 2004 as part of the sale of
Aerospace, Inc.
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10. Inventories
The inventories were made up of the following:

2004 2003
TradE STOCKS cevuuiiieiiiiiie ettt e e e e e e e e e e e e e et e e s e e eaaan e e e eernnan 56,843 49,443
WOIK iN PrOGIESS ....eeeeeeeiiiiiee et e e e e e 1,029 449
RaW MAtErialS .....ccoooiiiiieiee e 420 539
58,292 50,431
11. Other receivables
The other receivables comprised:
Deferred tax aSSEIS ...ouvuiuiiiiiiccicce e 1,363 1,398
(@1 oY 1,927 2,283
3,290 3,681

Based on the expected period for realization the deferred tax assets can be broken down as follows:

(YT 1 g = L T Y= Y- 727 375
1o (Y0 1 = o T Y=Y T 636 1,023
1,363 1,398

12. Liquid resources

This represents for the most part an account considered to be a stockholders’ equity account for tax
purposes. All liquid resources are freely available and for the most part administered in cash pools.

13. Stockholders’ equity

Subscribed and paid-up capital stock

The subscribed and paid-up capital stock consists of 3,887,039 common stocks of EUR 1.= par value
each, or EUR 3,887,039.

Authorized capital stock

The authorized capital stock amounts to EUR 15.0 million and is made up of:
- 8 million common stocks of EUR 1.= par value

- 2 million cumulative financially preferred stocks of EUR 1.= par value

- 5 million preference stocks of EUR 1.= par value.

Development of the number of stocks issued and the average number of stocks issued

2004 2003
Number of stocks issued at January 1 ..., 3,751,743 3,629,287
1] (o Tod 1o [1V/To [T o 1SR 135,296 122,456
Number of stocks issued at December 31 ..........cceiiiiiiiiieiriiiiceceeeeeree, 3,887,039 3,751,743
Average number of StOCKS iSSUEA...........uuuiiiiiiiiieeeiieeccreire e e e 3,830,666 3,700,720




Other reserves and undistributed profit
Movements in other reserves and undistributed profit were as follows:

Other reserves Undistributed profit
2004 2003 2004 2003
AtJdanuary 1 .........cccooeiiiiiiiii, 75,548 68,438 11,984 10,706
Movements:
Profit appropriation
— cash dividend.........ccccceeiiiiiiiiiiiiiieeeeeeee (1,673) (2,413)
— stock dividend ... (135) (123)
— costs associated with the issue of the
stock dividend ... (69) (60)
— addition of remainder to other reserves...... 10,107 8,110 (10,107) (8,110)
Sub-total after profit appropriation................. 85,655 76,548
Exchange differences on the net asset
value and participating interests in the
permanent financing of foreign investments .. (436) (1,000)
Result for financial year..........oooeeiiiiiieennnn. 15,746 11,984
At December 31 ..........covvieiiiiiiiiiieeeeeeee, 85,219 75,548 15,746 11,984
14. Minority interest
Movements in the minority interest were as follows:
2004 2003
BalanCe January T ... 234 158
Add: Share iN rESUIL ......coeeiiieiiccee e e 62 76
Balance December 31 ... e e 296 234
15. Provisions
Balance Movement Addition Withdrawal Balance
January 1, due to December
2004 acquisition/ 31, 2004
disposal
Pensions.......cccccveeeeeeeeeneeceeees 1,665 73 (98) 1,640
Other obligations to personnel. 450 995 (67) 1,378
Deferred taxes.....ccccceveeeeevinnnes 5,528 (214) 524 (209) 5,629
Reorganization and
restructuring ......cccceeeeeeeeeceeennnes 1,228 135 971 (1,057) 1,277
Maintenance......ccccceeeeeeeuvvnnneen. 983 128 (490) 621
Environment .......cccccceeeeeeeenenn. 113 (113)
(@1 o= 2,422 114 (669) 1,867
12,389 (79) 2,805 (2,703) 12,412
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Expected settlement time by category of provision:

Less than More than

1 year 1 year
[T g 1] o) o T 100 1,540
Other obligations t0 PErsONNEL.........cceeeeeeiieiicicieieeeee e 136 1,242
DEFEITEA TAXES .. et e e e e e e e e e e s s e eaa e s e s e e eeanaes 375 5,254
Reorganization and restruCturing .......cooovev e e 626 651
=T =Y i E= T 621
L1 1= SR 1,007 860
At December 31, 2004 ......coeeeeeeeeee e raaas 2,865 9,547
At December 31, 2003 ......ooviuiiieeieiiieeee e e e eeraaan 1,876 10,513

The actuarial calculations for the pensions are based on an actuarial interest of 6.0 percent.

16. Long-term liabilities
The long-term liabilities comprised:

2004 2003
— mortgage credit facility .......cooooieeee i 14,750
— loans from credit iNSHIULIONS .......cceeeeiiii i, 15,500 10,500
— lease OblIgatioNS ......couii i 4,098
B 1 1= g (o Y= g R 1,108 1,669
35,456 12,169

Mortgage credit facility
In 2004, two mortgage credit facilities together totaling EUR 20.0 million were agreed.

At year-end 2004, EUR 15.0 million had been drawn. The most important conditions of these facilities
are:

Principal per facility.......cccoceeeeeeeiii e EUR 10,000 EUR 10,000
Drawn at year-end .........ooooviiiiiiiiiiirre e EUR 5,000 EUR 10,000
8 1Y 2 0 20 years to 2024 20 years to 2024
INterest Period....... . ccceeeeeee e 3 months 3 months
INEEIEST ..o EURIBOR + 0.85% EURIBOR + 0.85%
REPAYMENT ... Linear, quarterly Interest only

Business premises in Alkmaar and Roermond have been used as mortgage collateral. Financial ratios
relating to interest cover and solvency have been agreed, which are amply met.

An amount of EUR 13,750 has a remaining term longer than 5 years. Interest rate swaps have been
used to agree the interest on these loans until 2014.

Loans from credit institutions

This refers to a stand-by facility, originally EUR 15.0 million. The most important conditions of this
facility are:
Senior-debt loan Subordinated loan

Principal per facility ... EUR 15.0

Balance at year-end.........cccceeiiiiiiiiiiee e EUR 10.5

L= 0 PSP P PR UPPPRPPN 5 years to 2008 5 years to 2008
Interest Period.........ccccceeeeeeee e 1, 3, 6 or 12 months 1, 3, 6 or 12 months
INEEIEST .o EURIBOR + 1.25% EURIBOR + 2.75%
Repayment..... ..o Linear, half-yearly First 3 years interest
............................................................................................ only, then 1/5 per
............................................................................................ year and remainder
............................................................................................ at end of term



This stand-by facility has been drawn as a senior-debt loan.

Half of the outstanding part of the senior-debt loan can be converted into a subordinated loan. This
facility has not been used yet.

At year-end 2004 the balance of this loan was EUR 10.5 million, of which EUR 3 million was presented
as repayment obligations on long-term liabilities falling due within 1 year.

Loans from credit institutions also included a medium-term loan agreed with a credit institution in 2004
of EUR 10.0 million of which EUR 2.0 million is included under the shortterm repayment obligations.

The most important conditions of this loan are:

PrINCIPAL .. e e e e e e e e e e e ———————————————— EUR 10,000
L= 1 0 TSP POP PRSP 5 years to 2009
[INTEIrEST PEIIOA. ... e e e e e e e e e e e e 3 or 6 months
L CY (TS TP UUPRPRTR EURIBOR + 0.80%
REPAYMENT. ... Linear, half-yearly

Certain financial ratios relating to interest cover and solvency have been agreed for these loans from
credit institutions, which are amply met.

Lease obligations

Lease obligations relate to the financing of a building (repayment in the form of annuities until year-end
2014) and computer hardware (to mid-2006), which are treated as a financial lease from 2004. Average
interest is 5%.

17. Bank overdrafts

This item represents short-term loans with financial institutions and current account overdrafts. Five
banks have provided a total of EUR 89.6 million in unsecured credit facilities.

18. Other short-term liabilities
The other short-term liabilities comprised:

2004 2003

Corporate iINCOME TAX.....ciiiiiiiciiieiiie e e e e e e e e e e e e e e e e e e e e e e e s 2,912 184
Other tax and social security COStS......ccciiiiiiiiiiiiiiiee e, 6,592 6,468
Other short-term liabilities and accruals............cccoovvieveeiiiiieiieeeeeeeeeeeeeees 16,311 14,075
25,815 20,727

19. Financial instruments

For management of liquidity, currency and interest rate risks, the ERIKS group uses financial
instruments such as currency options, forward exchange contracts, interest and currency swaps.
These contracts are never used for speculative purposes.

Interest rate risk management

ERIKS uses interest rate swaps to achieve the appropriate risk profile regarding fixed and variable
interest rate exposure.
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At year-end, the following interest rate swaps were outstanding:

Fixed

interest
Currency Amount payable Term until
UusD 3.1 million 4.99% April 2005
EUR 10.0 million 5.76% July 2005
EUR 10.0 million 4.175% August 2006
EUR 10.0 million 3.1% March 2007
EUR 5.0 million 3.335% March 2008
EUR 5.0 million 3.508% May 2008
EUR 10.0 million 3.746% May 2009
EUR 10.0 million 4.392% May 2014
EUR 5.0 million 4.525% June 2014

The interest receivable is variable. The interest rate swaps had a market value of EUR -2,365 as of the
balance sheet date (2003: EUR -1,329).

Currency risk management

Currency options are entered into for the purpose of hedging risks arising from purchasing and sales
liabilities. Total transactions outstanding as of the balance sheet date were not material in relation to
the business as a whole or the market value of the currency options at December 31, 2004.

20. Liabilities not included in the balance sheet
The following liabilities were not included in the balance sheet:

in EUR thousands 2004 2003

Contingent liabilities

Guarantees and security depOSItS ........cooiiiirrieririiieee e 876 759
Financial liabilities

Investment liabilities entered into for tangible fixed assets.............cccuuue 4,529 10,810
Rental and lease obligations

Terms expire Within 1 Year.......coui i 8,750 8,515
Terms expire between 1 and 5 Years ... 20,000 20,632
Terms expire after 5 Y arS ....ucii i 6,985 9,312
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CORPORATE STATEMENT OF INCOME

In EUR thousands 2004 2003
Net result Of Group COMPANIES.......c.uuiiiiiiiieee e 16,334 11,249
Other income and expenses after 1aX........coccccvvereieeiieeeee e (588) 735
LI L =T PR 15,746 11,984

CORPORATE BALANCE SHEET
Before profit appropriation proposal

In EUR thousands Ref. December 31, 2004 December 31, 2003
ASSETS
Fixed assets
Intangible fixed assets ............... 1. 10,747 11,670
Tangible fixed assets................... 111 174
Financial fixed assets................. 2.
Group COMPANIES ...cceveeeeeeeeecnneens 70,576 57,682
Loans to group companies........... 80,885 78,709

151,461 136,391

Current assets

Receivables.......ccccccieiiiiiiiniceeens 3. 856 1,863
Liquid resources .......cccceveevvvvnnnnnee. 7. 7,167 11,780
8,023 13,643

Total ASSETS......ccccoeeeevveeeeeeeeeee, 170,342 161,878
LIABILITIES
Stockholders’ equity................... 4,
Stock capital......ccceeeeeeeniiiiiecinns 3,887 3,752
Paid-in surplus........cccoevvvveevrennnnnee. 476 476
Other reserves ......coceeveeevvveeeeeeeene, 85,219 75,548
Undistributed profit..........cccccvunens 15,746 11,984

105,328 91,760
Provisions.........ccooeveveeviiieeeennnnns 6. 3,316 3,438
Long-term liabilities.................... 7. 15,500 10,500

Short-term liabilities
Bank overdrafts ........ccceeveivneeiennnnns 7. 37,428 50,203
Repayment obligations on long-term

liabilities falling due within one year 7. 5,000 3,000
Other short-term liabilities ............ 5. 3,770 2,977

46,198 56,180
Total LIABILITIES ............cccoce...... 170,342 161,878
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NOTES TO THE CORPORATE ACCOUNTS
In EUR thousands

1. Intangible fixed assets
The intangible fixed assets comprise goodwill.

Movements in intangible fixed assets were as follows:

Accumulated goodwill at January 1, 2004 ........ccooeeeeiiieeeeerrrr e 13,133
Accumulated amortization at January 1, 2004 .......cooemeeeeeeeiiiiiiiieeeeeeeeeeen 1,463
Balance sheet value at January 1, 2004................coooriiiiiiiiici e, 11,670

Movements in the balance sheet value:
Goodwill paid

A e g (= 4 [0 o S 923
(923)

Accumulated goodwill at December 31, 2004 ........coovveeeeeeeieiiiiirieeeeeeeeeeene 13,133
Accumulated amortization at December 31, 2004 ........oeeeiveiieeeeieiiiieeeennn. 2,386
Balance sheet value at December 31, 2004..............oooeeeeiiiiiieiiiieeeenns 10,747
2. Financial fixed assets
Group companies
Movements in financial fixed assets were as follows

2004 2003
(2= E= a7 = TR0 - o 10 = e 57,682 44,718
Movements:
— capital contributions to group COMPaNIes........ccuvvvvveeeveeeiiirirreeeee e eeeeeene 7,500 19,969
— disposals / deconsolidation of group companies ........cccccceveeeeeeeeieeccunnns
— profit from participating interests ... 16,334 11,249
— foreign exchange difference .........ooccceiiiieiiei e (436) (1,000)
e 1= 101 =T (=T o 11T =Y o T -SSR (10,504) (17,254)
Balance December 31 ... 70,576 57,682
Loans to group companies
Movements in this account were as follows:
BalanCe January T ... e 78,709 90,679
Movements:
— issued in the period UNAEr rEVIEW ........ccceeveeeeiieeeeeeeeeeee e 44,236 36,324
— repaid in the period UNAEr rEVIEW...........euereieieeeeiieeeccceeeee e e e e e e e e (41,788) (47,580)
— foreign exchange difference .........cooccciiiiiiiiei e (272) (714)
Balance December 31 ... e 80,885 78,709

The loans to group companies have a maximum term of 5 years. The amount in loans with a term of
more than 1 year is EUR 35,916.

The interest charged on these loans to group companies is between 4.1 and 7.45 percent.
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3. Receivables
The accounts receivable comprised:

2004 2003
Amounts owed by group COMPANIES .......ceeeeiiiuireeeriiiiree e 817
DEEITEA tAXES . .oeeieeteeeee ettt e e e e e e et e e e e e raaa e e e e eeraananes 737 796
Other taxes and social SeCUrity COSES.......ociiiiiiiiiiiiiii e 64
Other receivables and acCrualS............uueeeiiiiiiiiieiieeeieie e 55 250
Balance DeCember BT .. ..o 856 1,863

4. Stockholders’ equity

For notes on the stockholders’ equity, see the consolidated statement of movements in stockholders’
equity and the notes to the consolidated balance sheet.

5.  Other short-term liabilities
These are made up as follows:

2004 2003
Corporate iINCOME TAX.....uuuiiieiiiiiie et e e s e e e nnneeee s 985 383
Other taxes and social Security COSES......ouiiirimiiiiiiiiiee e 23
Debt to group COMPANIES ......eeuiiiiiiiieeie e 538 177
Other liabilities and aCCrUAIS ...........coeeiviiiiiieeieeeeee e e e e eeeeeeaens 2,247 2,394
Balance December 31 ... e s 3,770 2,977
6. Provisions
Balance Addition Withdrawal Balance
January 1, December
2004 31, 2004
Other obligations to
PErSONNEL ... 180 180
Deferred taxes ....occcvveeeieeeeeeiieeecieeeeeee e 516 150 666
Reorganization and
FESrUCTUNING . ...eeeii i 305 500 (239) 566
L@ 1 1= 2,617 (713) 1,904
3,438 830 (952) 3,316

Expected settlement time by category of provision:

Less than More than

1 year 1 year
Other obligations t0 PersonNel.........cccueieiiiiiiiiiic e 180
Deferred taXES .. .uueiiiiiiiiiiee ettt 666
Reorganization and restruCturing .........ooooeiiiiiieeeee e 200 366
L@ 1 =T PSPPSR 1,045 859
At December 31, 2004 ..o 1,245 2,071
At December 31, 2003 ... .couuiieeeeie e e raaas 708 2,730

7. Explanation

For an explanation of the liquid resources, long-term liabilities, bank overdrafts and the repayment
obligations on long-term liabilities falling due within 1 year, see the notes to the consolidated balance
sheet.
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8. Liabilities not included in the balance sheet

ERIKS group nv has assumed liability to the banks in the for any debts owed to the banks by certain
group balance sheetcompanies amounting to EUR 3.5 million on the balance sheet date.

ERIKS group nv and its wholly-owned group companies in the Netherlands file a consolidated
corporate income tax return.

Alkmaar, February 24, 2005

The Executive Board Supervisory Board
H. Kreuger J.L. Bouma

J.G. de Boer H.E. Jonker Roelants
H.J. Maier R.A.A. Oliemans

J. van der Zouw
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OTHER INFORMATION

Auditors’ report
To: the General Meeting of Stockholders of ERIKS group nv

Introduction

In accordance with your instructions we have audited the financial statements of ERIKS group nv,
Alkmaar, for the year 2004. These financial statements are the responsibility of the company’s
Executive Board.

Our responsibility is to express an opinion on these financial statements based on our audit.

Scope
We conducted our audit in accordance with auditing standards generally accepted in the Netherlands.

Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by the Executive Board of the company, as well as evaluating the overall presentation
of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the company
as at 31 December 2004 and of the result for the year then ended in accordance with accounting
principles generally accepted in the Netherlands and comply with the financial reporting requirements
included in Part 9 of Book 2 of the Netherlands Civil Code.

24 February 2005
PricewaterhouseCoopers Accountants N.V.
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COMPANY'S 2005 FINANCIAL STATEMENTS
ACCOUNTING POLICIES

General

The consolidated financial statements of the holding company and of all its group companies are
drawn up using the accounting policies set out below.

The financial statements have been drawn up by the Executive Board and were discussed in detail
during the Supervisory Board meeting of February 27, 2006 as part of the annual report. It has been
decided to present these financial statements to the General Meeting of Stockholders to be held on
May 16, 2006 for adoption.

The 2005 financial statements are the first financial statements drawn up in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union. IFRS 1 has
been applied for the preparation of the consolidated accounts. The previous financial year’s
comparative figures have been adjusted accordingly as at January 1, 2004. The ERIKS group has
elected to apply the IFRS 1 exemption of IAS 32/39 regarding financial instruments which apply as of
1 January 2005. The chapter ‘Schedules reflecting first-time adoption of IFRS’ on page 100* and
onwards provides an explanation of the transition to IFRS and the corresponding effects on the
reported financial information.

Accounting policies

The policies used to value assets and liabilities are based on historical cost, unless otherwise stated.
The preparation of financial statements under IFRS requires management to make judgments,
estimates and assumptions (and continually review these) about the application of guidelines and the
reported amounts of assets and liabilities, income and expenses. The estimates and assumptions are
based on historical experience and various other factors considered reasonable given the
circumstances. Actual results may however differ from these estimates.

Changes as a result of revision of estimates and assumptions are recognized in the period in which
the estimates are revised and in future periods if applicable.

Basis of consolidation

The assets and liabilities as well as income and expense of group companies are consolidated in full.
Group companies are those companies whose policies to be pursued are or can be controlled by
ERIKS group nv. Group companies are included in the consolidated figures from the date on which
ERIKS group nv obtains control. The results of group companies sold during the year under review are
consolidated until the date on which control ceases.

Unrealized gains or losses on intra-group transactions and balance sheet items have been eliminated.

A list of clusters and group companies is set out on pages 118 and 119 of this report.

Acquisition and disposal of group companies

Newly acquired group companies are accounted for using the purchase accounting method and are
measured as the net fair value of identifiable assets, liabilities and contingent liabilities (net asset value)
at the time of acquisition. The acquisition cost consists of the purchase price paid for the acquisition,
plus any costs directly attributable to the acquisition.

The difference between the acquisition cost and net value, the goodwill, is allocated to cash-
generating units and tested for impairment annually.

If the acquisition cost is lower than the net fair value of the acquired assets, liabilities and contingent
liabilities, the difference is taken to the statement of income.

Upon disposal of group companies, the difference between selling price and the balance of assets,
liabilities and contingent liabilities to be transferred at carrying value, as well as the balance of goodwill
at carrying value, are taken to the statement of income.

Foreign currency
The euro is the functional and reporting currency of the ERIKS group.

* See F-49
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Transactions in foreign currency are initially stated at the rate of exchange on the trade date. On the
balance sheet date, all non-euro monetary assets and liabilities are converted at the closing rate of
exchange. Exchange differences arising from the conversion and settlement of monetary assets and
liabilities are taken to the statement of income.

In the consolidation, the statement of income of group companies reported in non-euro currencies is
converted at average rates for the period under review. The balance sheet of group companies
reported in non-euro currencies is converted at the closing rate of exchange. Currency translation
differences arising from this, as well as exchange differences on fixed financing of foreign participating
interests stated in foreign currency, are taken direct to stockholders’ equity.

Upon disposal of the participating interests reporting in non-euro currencies the exchange differences
included in stockholders’ equity via the statement of income are recognized as part of the book profit
or loss on the disposal.

The major exchange rates used over the past few years were:

2005 2004 2003
USD / EUR - ClOSING rate......ccoeiiiiieieiiieiieee e 0.84538 0.73233  0.79491
USD / EUR - average rate.......cccoooueeeeiiiiiieee e 0.80379 0.80392  0.88522
SGD / EUR - closing rate.......c.ueeeviiiiiieiieiiieee e 0.51020 0.44903  0.46729
SGD / EUR - average rate .......cccevvveeeeei e 0.48305 0.47583  0.50807

Derivative financial instruments

ERIKS group nv uses derivative financial instruments to hedge its exposure to interest rate and foreign
exchange rate risks arising from operational and financing activities. In accordance with the group’s
treasury policy derivative financial instruments will not be held or issued for trading purposes.
Derivative financial instruments are carried at fair value. Value adjustments are recognized directly in
the result.

The fair value of interest rate swaps is the estimated amount that would have to be received or paid
to discontinue this swap as per the balance sheet date, taking the present interest rate into account.
The fair value of the forward currency contracts and the currency options is the published market price
(forward exchange rate) at the balance sheet date.

Intangible fixed assets

Goodwill
How goodwill is determined is explained in ‘Acquisition and disposal of group companies’.

Intangible fixed assets from acquisitions

Intangible fixed assets from acquisitions are stated at the fair value of the acquired identified
(intangible) fixed assets on the acquisition date less accumulated amortization and impairment losses.
Amortization of intangible fixed assets from acquisitions is calculated on a straight-line basis over their
useful lives.

Other

Other intangible fixed assets acquired by the ERIKS group, such as software, are carried at cost less
accumulated straight-line amortization over their useful lives and impairment losses. Internally
generated intangible fixed assets are recognized in the balance sheet if their costs can be reliably
estimated and if it is likely that ERIKS will benefit economically from the asset.

Property, plant and equipment

Items of property, plant and equipment are stated at cost net of accumulated straight-line depreciation
based on their useful lives and impairment losses. Insofar held for sale, property, plant and equipment
are carried at book value or fair value less selling costs, whichever is the lower.

Costs relating to property, plant and equipment incurred after the initial investment was made, such as
maintenance costs, are in principle charged to the statement of income and are only taken to the
balance sheet if they result in an upward value adjustment of the asset.
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Gains or losses on the sale of property, plant and equipment are recognized in the operating result.
The residual values of property, plant and equipment as well as their useful lives are reviewed each
year and adjusted if appropriate.

Leasing

Lease contracts are classified as finance leases if substantially all risks and rewards incidental to
ownership are transferred to the ERIKS group. Property, plant and equipment acquired through finance
leases are recognized at the lower of the fair value and present value of the minimum number of lease
payments at the lease’s inception, net of straight-line depreciation in accordance with the estimated
useful life and impairment losses.

A lease is classified as an operating lease if the risks and rewards incidental to ownership remain with
the lessor. Operating lease costs are recognized as an expense in the statement of income on a
straight-line basis over the lease term.

Impairment

Each year an assessment is made of whether there is evidence that an asset is possibly impaired. If
there is evidence that the book value of an asset is no longer recoverable, the recoverable value is
measured. The recoverable value of an asset is the higher of its (direct) realizable value and its value
in use. The value in use is calculated on the basis of the present value of future cash flows derived
from the multi-year budget. Assets with an indefinite useful life, including goodwill, are subject to
annual impairment testing. These assets are allocated to cash-generating units for the purpose of
impairment testing.

If the recoverable value is lower than the carrying amount, the difference is charged to result as
impairment loss.

Associates

Associates over which significant influence can be exercised are initially carried at cost. The initial
valuation at cost is subsequently adjusted to the (proportionate share in) the results of the associates.
Significant influence is presumed in the case of an interest of more than 20 percent.

Other participating interests in which an interest of less than 20 percent is held are, in principle, carried
at fair value, unless the fair value cannot be reliably determined.

Associates’ results are recognized separately in the statement of income.

Receivables from associates and other participating interests are carried at face value, net of
provisions for bad debts and impairment losses where necessary.

Inventories
Inventories of trade goods and raw materials are carried at the lower of cost, being the average
purchase price plus transport and other additional expenses, and net realizable value.

Work in progress is carried at production cost, consisting of the costs of wages and materials and a
margin for indirect production costs and overheads.

Accounts receivable trade and other receivables

Accounts receivable trade are carried at face value. If it is anticipated that receivables may not be able
to be collected in full, a provision will be made for bad debts.

Stockholders’ equity

Dividend payable to stockholders is recognized as a liability at the time the General Meeting of
Stockholders approves the profit appropriation.

Loans and repayment obligations

Loans payable are initially recognized at fair value, taking attributable transaction costs into account.
After initial recognition, loans are subsequently measured at amortized cost using the effective interest
method. Repayment obligations on loans within 1 year after the balance sheet date are presented as
short-term liabilities.
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Employee benefits

The group operates a number of pension and pre-pension plans, all of which meet the local laws and
regulations. The pension obligations of nearly all Dutch business units are administered by the ERIKS
company pension fund (collective defined contribution plan). Most of the other pension obligations,
including those of the foreign business units, are administered by external insurers/reinsurers or are
insured by local authorities. The majority of the current schemes can be characterized as defined
contribution plans. A small number of the schemes can be characterized as defined benefit plans.

(@) Defined contribution plan

Defined contribution plans are plans for which the ERIKS group pays fixed contributions in favor
of the employee, without there being any entitlement on the part of or any obligation towards
these employees. Obligations with respect to contributions for pension and related plans based
on defined contributions are charged to the statement of income in the period to which they
relate.

(b) Defined benefit plan

Under defined benefit plans employees receive a defined pension; the amount depends on age,
salary level and years of service. The obligation included in the balance sheet is the present value
of the projected pension payments at the balance sheet date net of the fair value of plan assets.

Unrecognized actuarial gains and losses and unrecognized past service pension costs are
netted. Each year independent actuaries calculate the obligations arising from defined benefit
plans using the projected unit credit method based on interest rates applied for high-quality
company bonds.

Actuarial gains and losses that exceed 10 percent of the higher of plan assets or obligations
resulting from changes in actuarial assumptions are taken to the statement of income during the
expected, average future years of service of the employees involved.

The past service pension costs which have not yet been recognized are taken directly to the
statement of income unless remaining in service for a number of years (vesting period) is a
condition for the changes in the pension plan. If so, the past service costs are processed on a
straight-line basis during the vesting period.

(c) Jubilee benefits

The provision for jubilee benefits is based on actuarial calculations with a discount rate
approaching the yield on high-quality company bonds at the balance sheet date.

Other provisions

Provisions are actual or legally enforceable obligations arising from an event in the past, making it likely
that an outflow of resources will be required, and where a reliable estimate can be made of the extent
of the obligation. Provisions are determined by discounting the expected future cash flows using a
current interest rate.

A reorganization provision is formed when there is a detailed formalized plan for the reorganization and
the reorganization has commenced or been announced to the parties involved prior to or on the
balance sheet date.

Deferred taxes

A deferred tax liability or deferred tax asset is recognized in accordance with the liability method for
temporary differences between the commercial value of assets and liabilities and their value for tax
purposes at the expected rate in the settlement year, in so far as laid down by law.

Deferred tax assets on account of available off-settable losses are recognized, in so far as it is
reasonable to expect that these losses will be set off.

Revenue recognition

Net sales are the revenues from third parties for goods and services supplied, net of discounts and
sales tax. The sale of goods is recognized as revenue when the significant risks and rewards of
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ownership of the goods are transferred to the buyer. Revenue from the rendering of services is
recognized by reference to the stage of completion.

Cost of sales

Cost of sales is made up of the purchase price and reductions in value directly attributable to the
goods supplied, as well as the costs of warehousing, production and distribution.

Taxation
Tax on the profit or loss is calculated using the standard tax rate in force in the financial year
concerned, allowing for tax relief facilities and deferred tax movements.

Taxation relating to items that are taken directly to equity is also taken to equity.

Financial income and expense

Financial income and expense relates to time-weighted interest received and interest paid, taking
account of the effective interest rate for the receivable or debt concerned. Changes in the fair value of
derivative financial instruments are also included under financial income and expense.

Consolidated cash flow statement

The cash flow statement has been prepared according to the indirect method, based on the statement
of income and the other movements between the opening and closing balances. Cash and cash
equivalents consist of liquid resources and current account overdrafts.

Movements between the opening and closing balance resulting from the acquisition and disposal of
consolidated participating interests are shown as part of the investing activities. Interest paid and
received and profit taxes are accounted for as part of cash flow from operating activities.

Significant estimates and formation of opinion by Executive Board

When preparing the annual figures, the Executive Board of ERIKS group nv makes basic assumptions
and estimates for the future which in practice can deviate from reality.

In this context, the annual goodwill impairment test in particular is regarded as being susceptible to
changes. Furthermore, when determining the value of deferred tax assets on account of off-settable
losses, estimates were made as to whether these assets are realizable.

Valuation methods of external parties are used to assess the value of the defined benefit plan and the
derivative financial instruments. The basic assumptions and estimates made for that purpose were
reasonably determined.
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CONSOLIDATED STATEMENT OF INCOME

In EUR thousands

Net saleS....coiiveeiieiiiiieeeeceeeeas
Cost of sales.......ceeeeeeeeeeevneieereeeen,
Gross profit on sales..........ccccuuee

Sales expenses......ccccvvceeeeeennnenn.
General administrative expenses .

Total expenses.........ccccccvvvvveeeeeenn.

Other operating income................
Operating result ........cooccceeveennnnen.
Result from financial income and

EXPENSE ...eveeeeeeeireeeeeeeeee e
Result from associates..................

At the disposal of stockholders....
Minority interest ..........cccooiieeeeeen.

Net result ...c.vieeeieiiieeeeeeeeeeeeeas

Average number of stocks issued
Profit per stock (in euro) ...............

17.

71,751

11,361

7,869,455
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2,80

2005

448,549

331,597
116,952

83,112

33,840
1,956

35,796

(2,676)
19

33,139
11,000

22,139

22,059
80

22,139

69,131

10,786

7,661,332
2,41

2004

423,393

312,195
111,198

79,917

31,281

31,281

(2,969)

28,312

9,760

18,552

18,490
62

18,552



CONSOLIDATED BALANCE SHEET

In EUR thousands Ref. 31 december 2005

31 december 2004

ASSETS
Fixed assets

Intangible fixed assets.................. 7. 37,800
Property, plant and equipment..... 8. 48,651
Associates.......ccoevvviiiiiiiiiiieiieee 9. 52
Deferred tax assets.......cccccvvueneeee 21. 3,421
Total fixed assets.......cccccevvvvvnnneee.

Current assets

Inventories ......cccccceeeeeeiieeeeeeeeeceees 10. 61,542
Accounts receivable trade............. 11. 75,565
Other receivables............ccccuuuunes 11. 2,245
Liquid resources .......cccccevevevvrnnnnee. 12. 22,034
Total current assets........cccceuvueeeee.

Total ASSETS.......ccoeeiieeeeeee.

STOCKHOLDERS’ EQUITY AND LIABILITIES
Stockholders’ equity

Stock capital.......cccccveeeiieeeeeen, 13. 3,969
Paid-in surplus.......cccoccuveereniinnen. 13. 476
Other reserves ........ccccceceeeeeeeeeennnn. 14. 261
Retained earnings........ccccccveeueeen. 15. 122,845
Minority interest ........cccccoviiiiieenn. 17.

Total stockholders’ equity.............

Long-term liabilities

LOANS e 18. 29,575
Derivative financial instruments.... 24, 1,961
Employee benefits ........covvvernnneeee. 19. 4115
Other provisions..........cccceeeeeeneen. 20. 1,053
Deferred tax liabilities ................... 21. 7,234
Total long-term liabilities................ 43,938
Short-term liabilities

Bank overdrafts .......ccccooeveevvunnennns 22. 16,682
Repayment obligations on loans .. 18. 7,883
10 o] o] =1 29,344
Employee benefits ........coovecunnnnnns 19. 611
Other provisions......ccccceveeeeeeccnenns 20. 552
Profit taxes....ccoeevveeeeeieeiiieeeeeeees 1,870
Other short-term liabilities ............ 23. 22,500
Total short-term liabilities.............. 79,442

Total liabilities............cccovvveeennne.n.
Total STOCKHOLDERS’ EQUITY AND LIABILITIES

Additional information:

Total capital

balance sheet total -/- intangible fixed assets (excluding software) -/- liquid resources
Net capital invested

total stockholders’ equity + interest-bearing long-term and short-term liabilities
-/-intangible fixed assets (excluding software) -/- associates -/- liquid resources
Working capital

inventories + accounts receivable trade -/- suppliers
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89,924

161,386

251,310

127,551
379

127,930

123,380

251,310

193,375

139,609

107,763

38,411
45,381
71
3,302

59,950
73,111
1,927

32,765

3,887
476
(436)

105,282

35,456

4,539
1,511
6,765

48,271

37,278
6,184
25,887
171
1,632
2,912
23,075

97,139

87,165

167,753

254,918

109,209
299

109,508

145,410

254,918

186,225

134,280

107,174



CONSOLIDATED STATEMENT OF MOVEMENTS IN TOTAL STOCKHOLDERS’ EQUITY

Stock Paid-in Other Retained Minority Total
In EUR thousands Ref. capital surplus reserves earnings interest
Balance at January 1, 2004 .... 3,752 476 88,669 237 93,134
Currency translation differences
from foreign group companies.. (436) (436)
Income / (expense) recognized
in stockholders’ equity .............. (436) (436)
Result after taxes ......ccoceveuuenneee. 18,490 62 18,552
Totalresult ... (436) 18,490 62 18,116
Profit appropriation 2003........ 135 (1,877) (1,742)
Balance at December 31, 2004 3,887 476 (436) 105,282 299 109,508
Fair value of derivative
financial instruments ................. (2,022) (2,022)
Deferred taxes.....cccovvvuvuuennnnnnn. 697 697
Balance at January 1, 2005 3,887 476 (436) 103,957 299 108,183
Currency translation differences
from foreign group companies.. 697 697
Income / (expense) recognized
in stockholders’ equity .............. 697 697
Result after taxes ......ccccovvuuenneee. 22,059 80 22,139
Totalresult ... 697 22,059 80 22,836
Profit appropriation 2004........ 82 (3,171) (3,089)
Balance at December 31, 2005 13-17 3,969 476 261 122,845 379 127,930

With regard to the profit appropriation for 2003 and 2004, see the notes on retained earnings (15.).
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CONSOLIDATED CASH FLOW STATEMENT

In EUR thousands

Operating activities

Result after taxes..........cceeeceuennnns
Adjustments for:

Depreciation, incl. amortization
of software ......cccveeeeeeeiiiiiiis
Amortization of other intangible
fixed assets.....cccceeeeiiiiiiiiiieeeeeeeeees
Cash flow from ordinary activities
Financial income and expense......
Profit taXesS....ccccvveeeveeiieiiiiiciees
Movement in working capital........
Movements in associates..............
Other accounts receivable and
short-term liabilities, excl.
repayment obligations on loans ...
Movement in provisions................
Movement in the fair value of
derivative financial instruments ....

Cash flow generated from

operating activities .........uuuiiiinnn
Interest paid....ccccoeeeeeeiiiiiiiieeeeeeeees
Profit taxes paid.....cc.cccccveeeeiiinnen.

Net cash flow from operating
activities...........ccccccs

Investing activities

Investments in property, plant
and equipment and software........
Disposals of property, plant and
equipment and software...............
Acquisition of group companies...
Disposals of group companies.....
Movement in loan to associate ....

Cash flow from investing
activities...........cccccc

Financing activities

Withdrawals on loans, including
repayment obligations ..................
Repayments on loans, including
repayment obligations ..................
Repayments on bank overdrafts
— current account overdrafts ........
Cash dividend and costs paid......

Cash flow from financing activities

Cash flow on balance..................
Liquid resources and bank

overdrafts at January 1 ..............
Exchange differences ...................

Liquid resources and bank
overdrafts at December 31 ........

Presentation in balance sheet
Liquid resources .......cccccvvvvevvrnnnnee.
Banks - current account overdraft

Ref.

18.

18.

22.
15.

12.
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2005 2004
22,139 18,552
6,103 6,245
82 109
28,324 24,906
2,676 2,969
11,000 9,760
(589) (9,958)
19
(13) 2,371
(1,052) (403)
(61)
40,304 29,645
(2,979) (3,123)
(12,042) (6,567)
(15,021) (9,690)
25,283 19,955
(9,951) (15,798)
1,162 2,097
(55) (11,696)
1,230
211
(8,844) (23,956)
6,258 25,000
(10,440) (4,954)
(11,250) (20,000)
(3,089) (1,742)
(18,521) (1,696)
(2,082) (5,697)
12,737 18,870
697 (436)
11,352 12,737
22,034 32,765
(10,682) (20,028)
11,352 12,737



NOTES TO THE CONSOLIDATED ACCOUNTS
In EUR thousands

1. Segmented information

The information is broken down geographically by cluster. This primary segmentation ties in with the
organizational structure, risk profile and the management of the ERIKS group. The nature of the
business operations is so similar across the clusters that secondary segmentation is not considered
expedient.

Net sales

Net sales to third parties increased from EUR 423.4 million in 2004 to EUR 448.5 million in 2005, or by
5.9 percent.

By cluster 2005 2004
ERIKS NEtherlands.........uuuuuuiuiiiiiieiieeee et 187,669 181,436
L | SES TN ==Y o 11 o o R 116,502 110,070
L R ]SS T C 1Y 0 0 =0 SR 96,430 84,961
ERIKS FranCe .....cooeeeieeeeeeettee et ettt ettt e e e e e e e n e 21,636 21,605
ERIKS USA ... ettt et e e et e e e e e e e e e e e e aeaaeaas 19,883 19,634
ERIKS SoUth-8aSt ASIa.....cuuuiiiiiieeee et e 6,429 5,687

448,549 423,393

Intra-group sales between the clusters is small-scale.

By region (in %) 2005 2004
B 1S3 (=] 4 1Y g F=T g Lo £ 39.7 41.0
BeIGIUM. e e e e e e 22.7 22.7
LT g0 =T o YRS 224 20.8
L= 10101 T 5.8 6.2
LR =] o ] = U] o = 3.5 3.2
(0 QY1 =To RS €= 1= T 4.4 4.6
Yo U1 g BT =T 1] A=Y= 1.5 1.5

100.0 100.0
Personnel

The average number of people employed by the group during the year, expressed in terms of full time
equivalents, allocated by cluster was as follows:

By cluster 2005 2004
ERIKS Netherlands.........coouuioiiiiiiiceceeeeeee ettt e 824 806
ERIKS BEIGIUM ...ttt e ettt e et e e s st e e e s sennreeeessnnneeeeeeaans 580 580
ERIKS GEIMIENY ... .ciiiiiiiiiie ettt s e s r e s eneeens 407 353
ERIKS FranCe ... .cceeiieeieeeeee ettt ettt e e e e e e e e e e e e s 127 124
ERIKS USA ..ottt e e e e e e e e e e naenn e e e e e e eaaaeeean 71 75
ERIKS South-8ast ASia........oiiiiiiiiiieiieeeeecee e 57 58
ERIKS GFrOUDP NV ..ttt e e e e e e e 15 15

2,081 2,011
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Operating result

By cluster 2005 2004
ERIKS NEtherlands.........cceuueiiiiiiiiiieeee ettt e 17,837 17,333
ERIKS BEIGIUM ettt e e e e e e s 9,047 8,116
ERIKS GEIMANY ...ciiiiiiiiii ittt e e e e e e e e e e e e e aaeeeeean 5,976 5,984
ERIKS FranCe .......cooiiiiiiiiei ittt e e 457 947
ERIKS UNited STateS ....ccceeviiiiiiieieeee ettt e 1,970 1,626
ERIKS SoUth-€aSt ASIa....ccciiiiiiiiieiiiiie e 238 74
ERIKS GrOUDP NV ..ttt e e (1,685) (2,799)
33,840 31,281
Other operating iNCOME ......cooiiiiiiiiie e 1,956
Operating reSUIL.......oiiiieiee e 35,796 31,281
Financial iNCOmMe and EXPENSE.......c.uuiiiiiiiiiiiei e (2,676) (2,969)
Result from asSOCIAtES .....coiiiiiiiiiiiiieee e 19
TAXES 1+ veeveeeeeeeeeeeseeeeesese et eseeseeseee e e eeeseeeeeeeeeseeseee et et e e et esee s e s eeeeneereennean (11,000) (9,760)
RESUIL after 1aXES cevvvneiiiieeeiee e 22,139 18,552
Other information by cluster
Year-end 2005
Associates Investments Depreciation
Goodwill Goodwill Goodwill
and and and
intangible Property, intangible Property, intangible
fixed plant and fixed and fixed
assets Result equipment assets equipment assets
from Other from and from and from
acquisition assets Liabilities Associates associates software acquisition software acquisition
ERIKS Netherlands 6,924 96,851 73,806 7,611 2,912 57
ERIKS Belgium..... 10,085 60,433 52,582 52 (19) 1,335 1,867
ERIKS Germany... 7,222 37,432 21,531 471 55 985 25
ERIKS France ...... 12,949 9,481 38 224 282
ERIKS United
States.........c........ 9,136 5,185 68 72
ERIKS South-east
Asia.......cccocooeeenns 3,709 2,051 54 105
ERIKS group nv... 11,670 (5,101) (41,256) 188 (120)
35,901 215,409 123,380 52 19 9,951 55 6,103 82
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Year-end 2004

Associates Investments Depreciation
Goodwill , Goodwill Goodwill
and and and
intangible Property, intangible Property, intangible
fixed plant and fixed plant and fixed
assets Result  equipment assets equipment assets
from Other from and from and from
acquisition assets Liabilities Associates associates software  acquisition software  acquisition
ERIKS Netherlands 6,981 96,292 75,409 16,600 1,349 3,071 34
ERIKS Belgium...... 10,085 52,883 48,624 71 2,812 770 2,032
ERIKS Germany.... 7,192 35,305 20,381 582 2,066 750 75
ERIKS France........ 11,374 7,636 185 326
ERIKS United
States.......cccceeeeeen. 7,092 2,555 45 83
ERIKS South-east
Asia...cccocieeeeeeeenns 2,651 1,634 46 120
ERIKS group nv .... 11,670 13,393 (10,829) (137)
35,928 218,990 145,410 71 20,270 4,185 6,245 109

2. Acquisition and disposal of group companies
No group companies were acquired or disposed of in 2005.

The following activities were acquired in 2004:

As of January 1, 2004, the activities of a distribution company in Roeselare, Belgium, were acquired
via the Baudoin group for EUR 1.7 million, which included EUR 0.8 million in goodwill. Annual
contribution to sales is EUR 6 million.

As of May 15, 2004, all activities of Freudenberg Simrit bv, Naarden were acquired via ERIKS bv for
EUR 1.7 million, of which EUR 0.4 million related to assets and EUR 0.8 million to intangible fixed
assets from acquisition. The remaining EUR 0.5 million was recognized as goodwill. Annual
contribution to sales is EUR 2.6 million.

As of June 1, 2004 all trading activities in Germany of Steinebronn Industrietechnik GmbH were
acquired. The investment totaled EUR 9.1 million, EUR 7.4 million of which related to identified assets
and liabilities. The intangible fixed assets included in the purchase price for the assets amounted to
EUR 0.4 million and the remaining goodwill to EUR 1.7 million. Annual contribution to sales is EUR 28
million.

As of January 1, 2004, the activities of ERIKS Aerospace, Inc. in the United States (annual sales
USD 3.5 million) were disposed of for an amount of EUR 1.2 million with a minor book loss.

Total overview of acquisitions:

2005 2004
Paid t0 third PartieS ........ueeeeeeeciccece e 55 12,409
Fair value of acquired assets and liabilities (see breakdown below).......... (9,449)
(€ To Yo Lo 1111 o ¥- 1o RS 55 2,960

In accordance with the contractual stipulations an amount of EUR 55 was paid in 2005 as a
supplement to the original 2004 purchase price.

Goodwill paid represents the value allocated to the acquired internal organization, infrastructure, profit-
earning capacity and synergy.
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The following assets and liabilities at fair value were involved in the acquisition of the aforementioned

activities:

[ To (U1 o =TT 01U 7=
Property, plant and equipment ...

Intangible fixed assets from acquisitions:

el o1 1o I o =10 a1 VS
] 1= | TSP
R 18 0] o] 1= =
U] o] o) ¢= 1 PRSP
WOorking Capital......ccccoeeiiiii e,
Other accounts receivable and liabilities ...........uviviieieiiieieiiiieeeeeeeeees

Net assets aCqUIred .......uueeeeeeeiciiieie e

Purchase prices paid, including COStS .....ccccuvviiiiiiiiiiiiieeeeeeeeeee,
Acquired liQUIA rESOUICES ......uuieiiieeeeeeieeieeeeeee e e e e e ee e s
Cash flow on account of acqUISItiON.........coveeiiiiiiiiiiiee e
Cash flow on account of diSPOSal.......cccevviiiiiiiiiiiiiiiiiiieeee e

Net cash flow on account of acquisitions and disposal..........cc..........

3. Operating result
Operating result includes the following personnel costs:

Wages and Salari€s .......oooveveeieeieeeeeeeeee e
S0OCial SECUNMLY COSES 1iiiiiiiiiiiiiiiiiieiee e et e e ee e s e e e e e e e e e e annneees
Defined contributions plan COStS .......coovviicceiiiiiieieeee e,
Defined benefit plan COSES .......uuiiiiiiiiiiiiiicieeeee e

Average number of group emMplOYEes..........eeeiiiiiiiieiiiiiiiiieeeeeeee e
Average salary costs per employee .........coueeeieiiiiiiiiiiiiiiiiieeeeeee e

Operating result also includes the following items:

Depreciation and impairment of property, plant and equipment
Amortization of SOFtWAre .........ccooiiiiiiiiiii e

Amortization of intangible fixed assets from acquisitions

Gain on the sale of property, plant and equipment .........cccceeecveeeeens
Amounts on account of rents paid and operating lease.........cc..........
AUAIE FEES. ..ttt

Other operating income:

Gain on the sale of office building .........ccooiiiiiiiiii e

F-37

2005 2004
713
1,011
375
450
400
1,225
7,134
(634)
9,449
(55) (12,409)
713
(55) (11,696)
1,230
(55) (10,466)
2005 2004
78,472 73,959
16,806 16,654
4,345 3,491
167 290
99,790 94,394
2,081 2,011
48.0 46.9
2005 2004
4,950 5,268
1,153 977
82 50
209 176
9,912 9,325
533 521
1,956



4. Remuneration of the board

Remuneration of the Supervisory Board

Number Members Remuneration
of stocks 2005 2004
I T N I = 7o 1 o  F= OO 35.0 35.0

0 R.J.A. van der Bruggen (appointed as of May 2005) ............. 16.3
0 H.E. Jonker Roelants (resigned as of May 20095) ................... 14.0 28.0
0 R.AA OlIEMANS ..ttt a e 28.0 28.0

All members of the Supervisory Board receive a fixed annual remuneration that does not depend on
the results in any single year. No options on ERIKS group nv stocks were granted to the members of
the Supervisory Board.

Remuneration of the Executive Board

The current members of the Executive Board held a total of 7,469 ERIKS stocks at year-end 2005. No
options on ERIKS group nv stocks were granted to members of the Executive Board. In 2005 the
members of the Executive Board received the following salaries, bonuses and benefits:

Number Members Gross Pension- Total Total
of stocks salary Bonus contri- 2005 2004
bution
2,174 J. van der Zouw
(appointed as of May 2005) 280 127 88 495 370
H. Kreuger
(resigned as of May 2005)... 111 104 58 273 600
4,758 J.G. de Boer.....ueeeeeeeeennnn. 222 101 72 395 370
537 H.J. Maier......cccoeeeveeeeeeennnn. 222 101 67 390 341
M. Beckers
(appointed as of May 2005) 139 63 42 244

Total remuneration and the composition of the remuneration package is determined based on the
market rate for similar positions. Salaries are reviewed annually.

The level of bonuses depends on the following criteria:
- quantitative: achievement of the annual objectives for growth and profitability
- qualitative: realization of the main points of the policy plan.

In the year under review, almost all of the qualitative and quantitative objectives used to determine the
bonus were realized. The remuneration package also includes contributions to pension plans and
disability benefit schemes equivalent to about 30 percent of the fixed salary.

Upon his appointment in 2001 a variable remuneration scheme was agreed with the former chairman.
The estimate for the payment which can be qualified as former director’s remuneration amounts to
EUR 0.6 million, EUR 0.2 million of which relates to the 2005 year under review.

5. Financial income and expense
This item can be broken down as follows:

2005 2004
Financial income
Movement in the fair value of derivative financial instruments................... 61
Financial expense
BanK INTEIESt.... e 1,619 2,501
Interest eXPense ON 08NS .....cooiiiiiiiii i 895 151
Interest expense on finance 1ease.........cueevi i 275 265
Other financial (iNCOmMe) and EXPENSE.......ccueriiiiiriiieee e (52) 52
Total finanCial EXPENSE .....uuviiiiiiiiie e e e 2,737 2,969
Balance of financial income and eXPEeNnSe ........cooevvvvveveieeeeeiiiiiiee e 2,676 2,969




The formal IFRS requirements for application of hedge accounting were not met in full in 2005.
Consequently, all movements in the fair value of derivative financial instruments have been recognized
in the statement of income.

6. Taxes

Tax on the result before taxes for 2005 and 2004 amounted to EUR 11,000 and EUR 9,760 respectively.
The tax burden amounted to 33.2 percent in 2005 and 34.5 percent in 2004.

2005 2004
Weighted average of statutory rates for profit tax ......ccccoeceeeiiniiniiien, 33.1 35.3
Tax effect of offsettable losses not carried over..........cccoeceeiiiiiiien e, 0.9 0.8
Tax effect of carry-over losses claimed ..o (0.4) (0.7)
Effect of group fin@nCing ......c..eeeii i (1.2) (1.7)
Expenses (not) deductible for tax purposes (permanent differences)........ 0.8 0.1
Effect on deferred taxes, including tax rate change ...........occcceeiiiiieeennns (0.1) 0.8
Taxes settled for Previous YEears. .........ouueeviiiiiiee e 0.1 (0.1)
Effective taX rate......o e 33.2 34.5

The average statutory tax rate is the average of the statutory taxation rates applicable in the countries
in which the ERIKS group operates, weighted on the basis of the profits or losses on ordinary activities
before tax in each of these countries.

7. Intangible fixed assets

Intangible fixed assets comprise goodwill, intangible fixed assets from acquisitions (brand name, client
relations, supplier relations) and software.

Movements in intangible fixed assets in 2004 and 2005 were as follows:

Goodwill From Software Total
acquisition

At January 1, 2004
COST e ———— 31,855 7,915 39,770
Accumulated amortization and impairments.. 6,138 6,138
Balance sheet value .......cccoooevvvvveeeiiiiiiviceeenes 31,855 1,777 33,632
Movements in 2004
Contribution from acquisition and disposal ... 179 179
INVESTMENtS ......oeeeeiiie e, 2,960 1,225 1,522 5,707
DiSPOSalS ..cccceeeeeeeeee e ©)] (26) (29)
Amortization and impairments..........ccccee....... (59) (50) 977) (1,086)
Exchange differences .........cccooiiiiiieennnnnn. 8 8
At December 31, 2004 / January 1, 2005
COST et 34,812 1,225 9,459 45,496
Accumulated amortization and impairments.. 59 50 6,976 7,085
Balance sheet value ........ccooceueviiveeeiiivneeeeennnns 34,753 1,175 2,483 38,411
Movements in 2005:
INVESTMENTS ... 55 577 632
DiSPOSalS .coeeeieieeeee e (5) (5)
AMOrtization...........eeeeviiiiiiiiieeeee e (82) (1,153) (1,235)
Exchange differences .........cccooviiiniiiieeennnnnn. (3) (3)
At December 31, 2005
COSt e ————— 34,867 1,225 10,013 46,105
Accumulated amortization and impairments.. 59 132 8,114 8,305
Balance sheet value ........cccooovvvviieeiiiiiiiceennes 34,808 1,093 1,899 37,800
Amortization percentages in 2004 and 2005 . 0 6.7% 20-33%
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Goodwill relates to the acquisition of the activities stated under Acquisition and disposal of group
companies. We refer to the notes to ‘Acquisition and disposal of group companies’ (see 2.) for a
breakdown of intangible fixed assets from acquisition.

The annual impairment test was conducted based on discounted cash flow projections. The balance
sheet value of goodwill has been allocated to the cash-generating units as follows:

ERIKS DV ..ot
Van Eyle & Ruygers-Schwartz bv..........ccccuueeee
= [aaT=Yo [ (o010 o) JFS
VeMOTIEX NV ..
Baudoin NV ...
Cluster Germany........cueeeeeeeeeeeecccveeeeeeeeeeeeeeeeenns

Balance sheet value of goodwill at December 31.............ccccoeeiieeennnn.

2005 2004
5,447 5,447
6,142 6,142
3,531 3,531
3,486 3,486
9,314 9,314
6,888 6,833
34,808 34,753

The recoverable amount of the cash-generating units in which goodwill has been capitalized is the
higher of the cash-generating unit’s fair value less costs to sell and its value in use. The value in use
is determined on the basis of future cash flows from a three-year projection. Cash flows after three
years are extrapolated taking a zero percent annual growth rate into account. The pre-tax discount rate
applied to calculate the future cash flow is 9.7 percent (2004: 9.7 percent) The impairment tests did

not lead to impairment.

8. Property, plant and equipment

The book values of property, plant and equipment can be broken down as follows:

At January 1, 2004
COST i
Accumulated depreciation and impairments..

Balance sheet value .........ccccoueeiivneiiiiineeeinnnnns

Movements in 2004:

Contribution from acquisition and disposal ...
INVeSTMENTS ...
Book value disposals..........cccceeeeveiiiiiiiiiiinnnnn,
Exchange differences .........cccooiiiiiiieennnnnn.
Depreciation........cccceeeeeeeeeieiieeiieeeeeeeeeeeeeeeeeeaa,
At December 31, 2004 / January 1, 2005
COSt i
Accumulated depreciation and impairments..

Balance sheet value ........ccooouueeiiineiiiiveeieens

Movements in 2005:

Contribution from acquisition and disposals..
INVeSTMENtS ...
Book value disposals..........cccceeveveveieieiiiienenns
Classification differences........cccccccvevviiciinennn.
Exchange differences .........cccceveveeiiiiiieieennnnns

Accumulated depreciation and impairments..

Balance sheet value .........cooouueeiivneeiiiieeeenns

Machinery Other
Land and and operating
buildings equipment assets Total
31,070 18,956 35,409 85,435
8,523 15,479 28,252 52,254
22,547 3,477 7,157 33,181
202 597 799
12,931 1,221 4,596 18,748
(1,702) (7) (344) (2,053)
(1) (25) (26)
(1,201) (1,194) (2,873) (5,268)
40,757 19,823 38,606 99,186
8,182 16,125 29,498 53,805
32,575 3,698 9,108 45,381
3,627 800 4,947 9,374
(835) (10) (361) (1,206)
855 @) (852)
1 2 49 52
(1,120) (999) (2,831) (4,950)
43,398 19,607 31,076 94,081
8,295 16,119 21,016 45,430
35,103 3,488 10,060 48,651
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Depreciation percentages in 2004 and 2005 . 0-4% 7-20% 5-25%
Balance sheet value finance lease at

December 31, 2005......ccueriiieiiieeeeeeeeeeeeas 3,898 220 4,118
Balance sheet value finance lease at
December 31, 2004 ......cooueiieeeeiiiieeeeeeeeeeeies 4,049 406 4,455

The other operating assets are made up of transport and IT equipment, and office and warehouse
fixtures and fittings. In the Netherlands, the construction of a new office building in Alkmaar was
completed and the building is now in use. Construction costs totaled EUR 15.9 million. The building is
included in ‘land and buildings’. The buildings in Alkmaar and Roermond owned by the group have
been used as mortgage collateral for a total amount of EUR 20 million.

No events or changes in circumstances have taken place that would lead to impairment.

9. Associates
This item concerns the following associate:

2005 2004
TradCom NV (25.090)....uuuueiieeieiieeiee e ee et eee e e e e e e e e e eeeeee e e e e e e e e esnnes 52 71
TradCom nv is a company for which an internet portal is managed.
10. Inventories
Inventories were made up of the following:

2005 2004
B =0 L= (0 o] & 60,057 58,501
= LA 0 =1 (=4 =1L 603 420
LAY (o Tg SQT  o T (== S 882 1,029

61,542 59,950

11. Accounts receivable trade and other receivables
This item can be broken down as follows:

2005 2004
Accounts receivable trade..........ooieeeiieeeee e 79,069 76,504
LSS PrOVISION. ..eiiiiieeei ettt e e e e e e e e e e e e e e e e e e e e eeean (3,504) (3,393)
Accounts receivable trade..........ooeee e 75,565 73,111
Other receivables and prepaymMeNts .........occeeeeiiirieieee e 2,245 1,927
Other r8CEIVADIES. .......ceeeeee et e e e e e ee e e aees 2,245 1,927

The fair values of the receivables is the same as the reported balance sheet values.

12. Liquid resources

This item represents for the most part an account considered to be a stockholders’ equity account for
tax purposes and positive bank balances administered for the most part in cash pools. All liquid
resources are freely available.

The following items are applicable for the purpose of the cash flow statement:

2005 2004

[ To 01 =TT 01U 7= 22,034 32,765
Banks - current account (SEE 22.) ..ccueeeeiiii e (10,682) (20,028)
11,352 12,737
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13. Stockholders equity

Subscribed and paid-up capital stock

In May 2005, the common stocks of par value EUR 1.= were split into two common stocks of par value
EUR 0.50. The subscribed and paid-up capital stock at year-end 2005 consists of 7,937,581 common
stocks of EUR 0.50 par value each, or EUR 3,968,791.

Authorized capital stock
The authorized capital stock amounts to EUR 19 million and consists of:
- 15 million common stocks of EUR 0.50 par value each

- 4 million cumulative financially preferred stocks of EUR 0.50 par value each
- 19 million preferred stock of EUR 0.50 par value each.

Development of the number of stocks issued and the average number of stocks issued

The number of stocks in 2004 has been converted to a par value of EUR 0.50 each for comparison
purposes.

2005 2004
Number of common stocks issued at January 1.......cccoooiiiiiiiiiiiiinennnnnnn. 7,774,078 7,503,486
1] o Ted 1o |1V To [T o 1SR 163,503 270,592
Number of common stocks issued at December 31 .......cccovvvvvvviierieernnnnn. 7,937,581 7,774,078
Average number of common stocks iSSUEd ..........coovvecccniiiiiiiieee e, 7,869,455 7,661,332

The paid-in surplus reserve can be qualified as paid-up capital.

14. Other reserves

Other reserves comprise the foreign exchange difference reserve on account of exchange gains and
losses on the net asset value of foreign participating interests and the share in the permanent financing
of foreign participating interests. Movements were as follows:

Exchange difference reserve

At January 1, 2004

Movements
EXChange diffErENCES .......eiiiiiiiiiiee e e e e e s enr e e e e eaans (436)
At December 31, 2004 / January 1, 2005............cooooriiiiiiiiiieiiiiee e e (436)
Movements
EXchange differenCes ........oooiiiiiii e 697
At December 31, 2005 ... e e e e e e e e e e e e e e e e e —————— 261

The exchange difference reserve is not at the free disposal of stockholders.
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15. Retained earnings
Movements were as follows:

2005 2004
AL January 1 ... ——————————— 103,957 88,669
Profit appropriation:
— CaSh dIVIAENA ... (3,032) (1,673)
— SEOCK AIVIAENA ... (82) (135)
— costs associated with the issue of stock dividend ..........ccccceeiiiiiiiiinnns (57) (69)
Sub-total after profit appropriation ... 100,786 86,792
Result for financial Year...........uueeeiiiie e 22,059 18,490
AT DeEcember 31 ..o eraaan 122,845 105,282
IFRS adjustment as of January 1, 2005
— fair value of derivative financial instruments ...........cccocviieeeeee e (2,022)
— 1€8S: 1aX EffECT .oiiiie i 697
At January 1, 2005 ... 103,957
16. Earnings per stock
Earnings at the disposal of stockholders per stock are as follows:
2005 2004
Average number of sStoCKS iSSUEd.....cccoviiiiiiiiieeceeeee 7,869,455 7,661,332
Net earnings per StOCK (IN EUIO) ...ciiieeeeeiie et e e e e e e e e e 2.80 2.41
17. Minority interest
Movements in this item were as follows:
2005 2004
Balance at January 1. 299 237
add: Share iN FESUI..... .. e e e e e e eeeeeees 80 62
Balance at December 31 ... 379 299
18. Loans
Loans comprise:
Long- Short-
2005 Total term term
— mortgage credit facility.......c.coeeeeccniieiieee e 19,750 19,250 500
— loans from credit iNStitutioNS.......ccovvveeeiiiiieeeeeeeeee e 12,500 6,000 6,500
— lease obligations .....ccooev e 4,110 3,776 334
— Other l0anS ... 1,098 549 549
37,458 29,575 7,883
Long- Short-
2004 Total term term
— mortgage credit facility........oocoeeiiriiieii 15,000 14,750 250
— loans from credit insStitutions.........ccccceeeeeeeeee e, 20,500 15,500 5,000
— lease obligations ......cooov i 4,472 4,098 374
— Other loans .......ooeeeeeeeeeeee e 1,668 1,108 560
41,640 35,456 6,184
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Mortgage credit facility

At year-end 2005 two loans were withdrawn under mortgage credit facilities originally totaling
EUR 20.0 million. The most important conditions that apply to these facilities are:

Principal per facility...........eeeeiiiiiiiiiieeeee e EUR 10,000 EUR 10,000
Balance at year-end...........coviiiiiiiiiiiiieeee e EUR 9,750 EUR 10,000
= .0 PSP PPRRPUPPPRPPN 20 years to 2025 20 years to 2024
INterest Period ..........eeeiiiiiiiiiieeee e 3 months 3 months
INEEIEST . euribor + 0.85% euribor + 0.85%
Repayment ...... ..o Linear, quarterly Interest only

Business premises in Alkmaar and Roermond have been used as mortgage collateral. Financial ratios
relating to interest cover and solvency have been agreed, which are amply met. An amount of
EUR 17,250 has a remaining term longer than 5 years.

Loans from credit institutions

This refers to a stand-by facility, originally EUR 15.0 million. The most important conditions of this
facility are:

Senior-debt loan Subordinated loan

Principal per share .........cooeeeeeeeeiieecere e EUR 15,000

Balance at year-end..........ooooviiiiiiiieiire e EUR 4,500

8 1Y 2 0 5 years to 2008 5 years to 2008
INterest Period...... . ccceeeeeee e 1,3, 6 or 12 months 1, 3, 6 or 12 months
INTEIEST .. euribor + 1.25% euribor + 2.75%
ReEPaYMENT ... Linear, half-yearly First 3 years interest
............................................................................................ only, then 1/5 per
............................................................................................ year and remainder
............................................................................................ at end of term

This stand-by facility has been drawn as a senior-debt loan. Half of the outstanding part of the senior-
debt loan can be converted into a subordinated loan. This facility has not yet been used. A total of
EUR 6.0 million was repaid in 2005. At year-end 2005 the balance of this loan was EUR 4.5 million,
which is included under short-term repayment obligations. The reason for this is that the entire loan
will be repaid in 2006, contrary to the repayment schedule.

Loans from credit institutions also included a medium-term loan agreed with a credit institution in 2004
of EUR 10.0 million of which EUR 2.0 million is included under short-term repayment obligations. The
most important conditions of this loan are:

PrINCIPAL ... e EUR 10,000
Balance at year-eNd........oeiiiiii e EUR 8,000
= 0 T OO PRTROPPP 5 years to 2009
1) (=T =Ty 01T o o [ PSPPSRI 3 or 6 months
1 (=T =T PSPPSRI euribor + 0.80%
REPAYMENT. ... Linear, half-yearly

Certain financial ratios relating to interest cover and solvency have been agreed for these loans from
credit institutions, which are amply met.

Lease obligations

Lease obligations relate to the financing of a building (EUR 3,925, repayment up to an amount of
EUR 2,269 in the form of annuities until year-end 2014 with the option of purchasing the building in the
interim) and computer hardware (EUR 185 to mid-2006). Average interest is 5 percent.
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The repayment installments on the lease obligation can be specified as follows:

2005 2004
LAY T Y= 334 374
Between 1 and 5 YEarS ... 677 817
AFLEI B YBAIS ..ot ———————— 3,099 3,281

4,110 4,472
19. Employee benefits
Employee benefits can be broken down as follows:

2005 2004
Present value of expected and projected pension payments .................... 5,241 5,181
Fair value of plan asSets ........cccccieeii e 2,782 2,684
Net ODlIGAtIONS ....eeeiiieie e 2,459 2,497
Unrecognized actuarial differenCes ..o (66)
Defined benefit plan obligations. ... 2,393 2,497
Early retirement obligations..........coo i 1,861 1,744
Jubilee obligatioNnS. .......coiiiiiie e 472 469

4,726 4,710
Presentation in the balance sheet:
] 11018 2 (= o [ SRS 611 171
= LONGTOIM e 4,115 4,539
Movements in the valuation of the defined benefit plan obligations were as follows:

2005 2004
Balance at January 1. 2,497 2,547
Contributions paid by €MPIOYET.......ccueeeeiiieiiceeieeeee e e e (337) (340)
Costs recognized iN reSUIL..........uuiiiiiiieee e e e e e 167 290
Actuarial differenNCeS .........ueiieeeiee e 66
Balance at December 371 ... 2,393 2,497
The costs recognized in the statement of income can be broken down as follows:

2005 2004
Current service pension costs, less distributions made to participants..... 112 217
Interest on ObligatioNS..........eeiiiiiieee e 231 201
Expected return on plan assets ... (98) (128)
Result from changes in pension plan...........ccciii e (78)

167 290

The following actuarial assumptions were made when calculating the defined benefit plan obligations:

2005 2004
Discount rate at December 31 .......uiiiiiiiiiie e 5.25% 5.25%
Expected return on plan assets ..o 4.5% 4.5%
Future salary increases, including inflation adjustment ............cccoccieniie 4.0% 4.0%
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20. Other provisions
Other provisions can be broken down as follows:

2005 2004
Reorga- Other Total Reorga- Other Total
nization nization
Balance atJanuary 1 ..................... 1,277 1,866 3,143 1,228 2,535 3,763
Movement due to acquisition /
diSPOSal ... 135 135
Addition ..., 80 71 151 971 114 1,085
Withdrawal.........ccooeeeeeeieeiiiiiiinnns (782) (907) (1,689) (1,057) (783) (1,840)
Balance at 31 December ............... 575 1,030 1,605 1,277 1,866 3,143
Presentation in balance sheet:
— Short-term ......cccooeeeeeeeeeieeeeens 381 171 552 626 1,006 1,632
— Long-term ... 194 859 1053 651 860 1,511

The other provisions refer to guarantees and product liability.

21. Deferred taxes
Based on the expected realization term, deferred taxes can be specified as follows:

2005 2004
Deferred tax assets
Y ToTg (=T 0 R = | R 313 1,150
(oY To T =T 0 T BN 3,108 2,152
3,421 3,302
Deferred tax liabilities
Short-1ermM < 1 YA ...ci i 396 851
LONG-1ErM > 1 YA .. e 6,838 5,914
7,234 6,765

Off-settable losses
At year-end the losses off-settable against tax and their valuation can be broken down as follows:

2005 2004
Carry-over period Within 1 Year.........ccveiiiiiiiiii e 417 500
Carry-over period between 1 and 5 years .......ccooccveeeiiiiiieeeienieeee e 1,633 1,801
Carry-over period after 5 years ........ccuvevii i 1,991 939
Total Off-Settable [0SSES .....cuvueiiiiiiiiiee et eeeaaas 4,041 3,240
Of which valued as deferred tax asset........cccccvvriiieiiiiniiiiee e 64 42

22. Bank overdrafts

This item represents short-term loans with financial institutions amounting to EUR 6,000 (2004:
EUR 17,250) and current account overdrafts of EUR 10,682 (2004: EUR 20,028). The interest on short-
term loans has been fixed for the longer term through interest rate swaps.

Five banks have provided a total of EUR 89.6 million in unsecured credit facilities.
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23. Other short-term liabilities
Other short-term liabilities comprised:

2005 2004

Other taxes and social security COSES.......ooiiiiiiiiiiiiiii e 7,161 6,592
Other short-term liabilities and accruals ............ccceeeeeeieeieeiiiiiieeeeeeeeeeeeees 15,339 16,483
22,500 23,075

24. Financial instruments

Derivative financial instruments such as forward currency contracts and interest rate and currency
swaps are used to control the cash, interest rate and foreign exchange rate risks run. These contracts
are never used for speculative purposes. The policy focuses on full hedging of interest rate and
currency positions.

Interest rate risk management

The ERIKS group uses interest rate swaps to achieve the appropriate risk profile regarding fixed and
variable interest rate exposure. This is important because the interest rate level determines the cost of
borrowed capital. At the present low interest rates, the policy is geared to fixing interest rates for the
medium to long term.

Exchange rate risk management

Forward currency contracts and currency options are entered into for the purpose of hedging major
risks arising from purchasing and sales transactions.

The fair value of derivative financial instruments at the balance sheet date is as follows:

2005 2004
INtErest rate SWaP .....cccc e 1,695
Other derivative financial inStruments..........cccccciiiiee e 266

1,961
Of which short-term (< 1 YEar) .....cuovcceiiie e 221

Interest rate swaps
The ERIKS group applies interest rate swaps to control interest rate risks; the interest on the existing
(strategic) financing requirements is fixed for the longer term.

The principal amounts linked to the interest rate swap contracts in place at year-end total EUR 64.8
million (2004: EUR 65.0 million and USD 3.1 million) at fixed interest rates varying from 2.7 percent to
4.5 percent (2004: 3.1 to 5.8 percent). Interest received is variable.

Other derivative financial instruments

The group uses forward currency contracts and currency options to hedge exchange rate risks. The
fair value of the other outstanding derivative financial instruments amounts to EUR -266.
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25. Rights and liabilities not included in the balance sheet
The following rights and liabilities were not included in the balance sheet:

2005 2004
Contingent liabilities
Guarantees and security deposits for banks and rental of business
=T 0 0T Y=Y PP 602 876
Financial liabilities
Concern investment liabilities entered into for property, plant and
F=To {811 o] .4 1Y o | USSP 4,529
Rental and operating lease obligations
These mainly relate to office buildings and vehicles
— terms falling due Within 1 year ........ccccviiiiiiii e 9,085 8,750
— terms falling due between 1 and S years.......ccccovieeeiiiiiiee e 19,254 20,000
— terms falling due after 5 years ... 5,900 6,985

26. Related-party transactions

The group companies, associates, the ERIKS pension fund and the Supervisory and Executive Board
are related parties of the ERIKS group.

See pages 118 and 119 for a list of group companies and associates.
See the notes under point 4 for a specification of remuneration of the Board.

The 2005 statement of income reflects an amount of EUR 2.4 million relating to pension contributions
paid to the ERIKS pension fund by the affiliated (Dutch) companies.

27. Events after the balance sheet date

The trade activities of Acona Hydraulik-Systeme GmbH established in Germany were acquired at
January 1, 2006. Annual contribution to sales is EUR 3.0 million.

Alkmaar, February 27, 2006

The Executive Board Supervisory Board

J. van der Zouw J.L. Bouma

J.G. de Boer R.J.A. van der Bruggen
H.J. Maier R.A.A. Oliemans

M. Beckers
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SCHEDULES REFLECTING FIRST-TIME ADOPTION OF IFRS

The 2005 financial statements are the first ones that have been drawn up in accordance with IFRS.
The accounting policies have been applied to the financial data for 2005 as well as to the comparative
figures for 2004.

The following schedules and notes provide details on the transition from Dutch GAAP to IFRS and the
effects thereof on the balance sheet and statement of income.

The operational cash flow is unaffected by the transition to IFRS.

Reconciliation IFRS opening balance sheet at January 1, 2004 (transition date)

Reconciliation IFRS balance sheet at December 31, 2004 and January 1, 2005 respectively
Reconciliation of statement of income for 2004

Reconciliation of cash flow statement 2004

Further notes to the opening balance sheet at January 1, 2004 (transition date)

Reconciliation of stockholders’ equity at January 1, 2004, December 31, 2004 and January 1,
2005.

mMMooOw®
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A. RECONCILIATION IFRS OPENING BALANCE SHEET AT JANUARY 1, 2004

In EUR thousands

ASSETS
Fixed assets

Intangible fixed assets.......ccccoccveerrinnnenn.
Property, plant and equipment.................
ASSOCIALES ...
Deferred tax assets.......coccveveiiiiieeneenineen.

Total fixed asSetS......coovveeeeeiiieeeeeeieeeeees

Current assets

[NV =T 0 (0T [ S
Accounts receivable trade........................
Other receivables........ccccooevvveveeeiiieiinneeenn,
Liquid reSOUICES ........euvveereeieeieeiieeeiens

Total current assets .....ovevevveeieviieieieeeeenns

Total ASSETS.........coiiieeeeee e,

STOCKHOLDERS’ EQUITY AND
LIABILITIES
Stockholders’ equity

Stock capital......ccoeeeeeecciiiiieee e
Paid-in surplus.....cccccceeeeeeeeeiiieeeeeeeeeeeeeeees
Other reServes ......coooceceueeeeeeeeeeee s

Long-term liabilities

[ o Y= 1o 1= T
Derivative financial instruments................
Employee benefits ..o,
Other provisions .......ccceeeeeecieeeeniiiieeee s
Deferred tax liabilities .........c.ccvvueeeeriernnnnn.

Total long-term liabilities..........ccccceveenneen.

Short-term liabilities

Bank overdrafts ..........ccocceeiiiiiiiiiie
Repayment obligations on loans..............
S T0 o] o] 1T = TSR
Corporate income taX......ccccceveerereeiiicnnenns
Other short-term liabilities ...........ccccceeennee

Total short-term liabilities ........ccocevueeeennnnn.
Total liabilities .......oeeeeveieeeeiiieeeeeeeeeeeeas

Total STOCKHOLDERS’ EQUITY AND
LIABILITIES........c.oooiiieeeeeeeeeee

(TRANSITION DATE)

Effect of transition to IFRS

Dutch

GAAP at IFRS at
December Reclassi- Adjust- January 1,
31, 2003 fication ment 2004
31,855 1,777 33,632
34,958 (1,777) 33,181
282 282
1,398 1,939 3,337
67,095 1,398 1,939 70,432
50,431 1,408 51,839
64,321 64,321
3,681 (1,398) 2,283
18,079 18,079
136,512 (1,398) 1,408 136,522
203,607 3,347 206,954
3,752 3,752
476 476

75,548 (75,548)
11,984 75,548 1,137 88,669
91,760 1,137 92,897
234 3 237
91,994 1,140 93,134
12,169 12,169
2,115 1,991 4,106
12,389 (7,643) (983) 3,763
5,528 597 6,125
24,558 1,605 26,163
36,459 36,459
4,953 4,953
24,916 24,916
184 184
20,727 (184) 602 21,145
87,055 602 87,657
111,613 2,207 113,820
203,607 3,347 206,954

F-50



B. RECONCILIATION IFRS BALANCE SHEET AT DECEMBER 31, 2004 AND

JANUARY 1, 2005 RESPECTIVELY

In EUR thousands

ASSETS

Fixed assets

Intangible fixed assets.........cc..ccuueee.
Property, plant and equipment.........
ASSOCIAtES ...vvveeiiieiee e
Deferred tax assets ....cccccevveveveecnnnnns

Total fixed assets.....ccccoveveeerevveeeeennnnns

Current assets

INVENTOrES ...cvueeeevieeeeeeeeeeeeee e,
Accounts receivable trade................
Other receivables .........ccccceeeeeeneee.
Liquid resources........cccceeeeeeieeeeccnens

Total current assets.....ccceevvveveeniennneen

Total ASSETS ........cccoiviieeeeeee

STOCKHOLDERS’ EQUITY AND
LIABILITIES

Stockholders’ equity

Stock capital......ccccceeeeviiieeeiiiieeees
Paid-in surplus .......cccceeveveeeeeieeeieeees
Other reserves ......cccvecveeeeeeccieeeenennns
Retained earnings ........cccccceeeeeeeeennn.
Total ..
Minority interest.......ccccceeeiiieeeninnnn.

Total stockholders’ equity ................

Long-term liabilities

Employee benefits......cccceeeeeeeneennn.
Other provisions ........ccccceeeeecveeeenens
Deferred tax liabilities.......................

Total long-term liabilities ..................

Short-term liabilities

Bank overdrafts ........ccccccceeeeeeeeeennnnnn.
Repayment obligations on loans......
T8 o] o111 = SRR
Profit taxes .....coevvveeeiiiiiiieeeeeeeee,
Other short-term liabilities................

Total short-term liabilities..................
Total liabilities ......ccoeeviiieeiiiiieeeeennns

Total STOCKHOLDERS’ EQUITY
AND LIABILITIES ...........cooeiiine

Effect of transition to IFRS at
December 31, 2004

Effect of transition
to IFRS at January 1, 2005

IFRS at
Decem- IFRS at
Dutch Reclas- Adjust ber 31, Adjust- January
GAAP sification ment 2004 ment 1, 2005
33,263 5,148 38,411 38,411
47,864 (2,483) 45,381 45,381
71 71 71
1,363 1,939 3,302 697 3,999
81,198 1,363 4,604 87,165 697 87,862
58,292 1,658 59,950 59,950
73,111 73,111 73,111
3,290 (1,363) 1,927 1,927
12,804 19,961 32,765 32,765
147,497 18,598 1,658 167,753 167,753
228,695 19,961 6,262 254,918 697 255,615
3,887 3,887 3,887
476 476 476
85,219 (85,655) (436) (436)
15,746 85,655 3,881 105,282 (1,325) 103,957
105,328 3,881 109,209 (1,325) 107,884
296 3 299 299
105,624 3,884 109,508 (1,325) 108,183
35,456 35,456 35,456
2,022 2,022
3,018 1,692 4,710 4,710
12,412 (8,647) (622) 3,143 3,143
5,629 1,136 6,765 6,765
47,868 2,206 50,074 2,022 52,096
17,317 19,961 37,278 37,278
6,184 6,184 6,184
25,887 25,887 25,887
2,912 2,912 2,912
25,815 (2,912) 172 23,075 23,075
75,203 19,961 172 95,336 95,336
123,071 19,961 2,378 145,410 2,022 147,432
228,695 19,961 6,262 254,918 697 255,615
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C. RECONCILIATION OF STATEMENT OF INCOME FOR 2004
Effect of transition to IFRS

In EUR thousands

NEt SAlES.....iieieeieee e
Cost Of SAIES...ceueeiieeeeeeeee e

Gross profit on sales ........occceeviiiiiiieeiiiiieenn,

Sales eXPeNnSEeS.......ovvueeeeeeriieeee e
General administrative expenses ........
Amortization of intangible fixed assets
excluding software .......ccccocceeeeinnneen.
Total eXpenses......cccceveveevieecinienneeeeenn.

Other operating income
Operating result.......ccccccvvveeveeeeeennnnen.

Result financial income and expense..

Result from associates
Result before taxes......cccoeeeeevveevevnnnnn.

Result after taxes.......cccovvvveeeviiiiieennn,
Minority interest........ccccoviiiiiiiiiiiieeeen.

Result at the disposal of stockholders

Dutch
GAAP Reclas- Adjust- IFRS
2004 sification ment 2004
423,393 423,393
313,325 (880) (250) 312,195
110,068 880 250 111,198
69,131 69,131
10,968 109 (291) 10,786
2,777 (109) (2,668)
82,876 (2,959) 79,917
27,192 880 3,209 31,281
27,192 880 3,209 31,281
(2,089) (880) (2,969)
25,103 3,209 28,312
9,295 465 9,760
15,808 2,744 18,552
(62) (62)
15,746 2,744 18,490

F-52



D. RECONCILIATION OF CASH FLOW STATEMENT 2004

In EUR millions Effect of transition to IFRS

Dutch

GAAP Reclas- Adjust- IFRS

2004 sification ment 2004

Operating activities
Result after taxes.......ccuuveeeeiiiiiiiiieeieeeeeeeeeeees 15,746 62 2,744 18,552
Adjustments for:
Depreciation, including amortization of
SOftWAIE ... 6,245 6,245
Amortization of other intangible fixed assets. 2,777 (2,668) 109
Cash flow from ordinary activities............... 24,768 62 76 24,906
Financial income and expense.........cccccceeen... 2,969 2,969
Profit taxes......cevvuveeiieieece e 9,295 465 9,760
Movements in working capital...........cccceeneee. (10,126) 418 (250) (9,958)
Other accounts receivable and short-term
liabilities, excluding repayment obligations
(o] (o 7= o 1< 4,945 (2,574) 2,371
Movement in Provisions ..........ccccceeeeeeeeeeeennn. (112) (291) (403)
Minority interest.........ueeeciiiiiiiii 62 (62)
Cash flow generated from operating activities 19,637 12,682 (2,574) 29,645
Financial expense paid...........cccccuverereereeennnn. (2,969) (154) (3,123)
Profit taxes paid......cccccccveeeeiiieiiciieeeeeeee e (9,295) 2,728 (6,567)
Net cash flow from operating activities ..... 19,537 418 19,955
Investing activities
Investments in property, plant and
equipment and software.......ccccccooeeeiiiiiiineenn. (20,270) 4,472 (15,798)
Disposals of property, plant and equipment
and sOftware......coeeeveveeiiiieiiieee e, 2,079 18 2,097
Acquisition of associates..........cccccuueeeeeeenennnn. (12,409) 713 (11,696)
Disposal of associate .......ccoeeeiiiiiiiieeenennnn. 1,230 1,230
Movement in loan to associate ........cccccee.... 211 211
Cash flow from investing activities............. (29,159) 5,203 (23,956)
Financing activities
Withdrawals on loans, including repayment
obligations (Dutch GAAP is net) .......cccccuveeee. 24,518 482 25,000
Repayments on loans, including repayment
0bligations .....ccveeeeiii (4,954) (4,954)
Repayment bank overdrafts - current
account overdrafts.........ccccceeeeeee e, (20,000) (20,000)
Cash dividend and costs paid............c.cuee..... (1,742) (1,742)
Cash flow from financing activities ............ 22,776 (24,472) (1,696)
Cash flow on balance.................ccccnnunnnnnene. 13,154 (18,851) (5,697)
Liquid resources and bank overdrafts at
January 1 ... (18,380) 37,250 18,870
Transfer of liquid resources from acquisition/
disposal associates ........cccceeeeeeeeriiiicicnneeeeen, 713 (713)
Exchange differences .......cccccceeecccvvvveveeennnnn.. (436) (436)
Liquid resources and bank overdrafts at
December 31 ........cccoeeiiiiiiiiiie e (4,513) 17,250 12,737
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E. FURTHER NOTES TO THE IFRS OPENING BALANCE SHEET AT JANUARY 1, 2004
(TRANSITION DATE)

E1. Intangible assets

Goodwill and intangible fixed assets from acquisitions

The ERIKS group has applied IFRS 3 to all acquisitions made on or after January 1, 2004 (the IFRS
transition date). A number of intangible fixed assets have been identified during the financial year
which relate to two acquisitions made in 2004 and which have been separately recognized in the
balance sheet, reducing goodwill. Various components of intangible fixed assets from acquisition are
amortized from the date of acquisition (June 2004) based on the expected useful live.

In accordance with IFRS 3 remaining goodwill is no longer periodically amortized as of January 1, 2004
(under Dutch GAAP goodwill was amortized over its expected useful life of 15 years).

The carrying amount of goodwill under Dutch GAAP at December 31, 2003 was taken and qualified as
cost under IFRS at January 1, 2004. As a consequence, the IFRS result over 2004 is EUR 2.7 million
higher than the Dutch GAAP result.

Under IFRS, goodwill must be tested for impairment each year. The impairment test conducted did not
lead to impairment in 2004.

Software

On the transition date January 1, 2004 a total of EUR 1.8 million of software was reclassified from
property, plant and equipment to intangible fixed assets in accordance with IFRS.

E2. Property, plant and equipment

With respect to IFRS 1 (first-time adoption of IFRS), the ERIKS group decided not to revalue (individual
components) of property, plant and equipment to fair value. Therefore, the carrying amount at
December 31, 2003 under Dutch GAAP was taken and recognized as the carrying amount under IFRS.
In accordance with IAS 16 the estimated useful life of the different components identified was re-
evaluated at January 1 and December 31, 2004.

E3. Inventories

The interpretation of purchasing costs under IFRS is broader than under Dutch GAAP. Application of
IFRS has resulted in a higher valuation of inventories. Taking deferred taxes into account an amount
of EUR 0.9 million has been added to stockholders’ equity at January 1, 2004.

E4. Deferred tax assets and liabilities

Under Dutch GAAP the tax component of unclaimed offsettable losses was capitalized if there was
more than reasonable assurance that the losses could indeed be set off. IFRS has had no effect on
the valuation. Deferred tax assets and liabilities are no longer offset under IFRS as was the case under
Dutch GAAP.

E5. Stockholders’ equity

An exception under IFRS 1 was made for the first-time adoption of IFRS in that the total accumulated
currency translation differences of all foreign group companies with a reporting currency other than the
euro was set at nil as per the transition date of January 1, 2004. Under Dutch GAAP the amount
recognized in stockholders’ equity each year was not accumulated.

E6. Employee benefits

Under Dutch GAAP pension costs are recognized based on contributions charged. As per the
transition date of January 1, 2004, IAS 19 is applied to a number of defined benefit plans applicable
within the group. With effect from that date, a supplementary pension provision of EUR 1.0 million was
formed and charged to stockholders’ equity net of deferred taxes.

Furthermore, obligations on account of jubilee benefits have been recognized under employee benefits
in accordance with IFRS (IAS 19). A provision of EUR 0.5 million was calculated at January 1, 2004
based on actuarial principles and charged to stockholders’ equity net of deferred taxes.
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E7. Other provisions

Under IAS 37 it is no longer permitted to recognize provisions for major maintenance. The effect of the
release of the maintenance provision under Dutch GAAP to stockholders equity amounts to EUR 0.6
million at January 1, 2004, taking (deferred) taxes into account.

E8. Derivative financial instruments

With a view to the derivative financial instruments used within the ERIKS group the choice was made
to apply IAS 32 and IAS 39 as of January 1, 2005. Compared to Dutch GAAP this has led to recognition
of the fair value of derivative financial instruments in the balance sheet as a reduction of stockholders’
equity (EUR 1.3 million) at January 1, 2005, taking deferred taxes into account. Under Dutch GAAP
derivative financial instruments were not recognized in the balance sheet at fair value.
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F. RECONCILIATION OF STOCKHOLDERS’ EQUITY AT JANUARY 1, 2004,
DECEMBER 31, 2004 AND JANUARY 1, 2005

In EUR thousands

Total stockholders’ equity in accordance with Dutch GAAP

Discontinued goodwill amortization............ccccceeeiiiiiiiiiines
Adjustments to valuation of inventories..........ccccoeieeeeinnen.
Employee benefits ...
Other provisions - maintenance provision...........ccccceveuveeenn.
Valuation of derivative financial instruments.............ccco........
Other adjustments ..........ooiiiiiiiii e
Tax effECtS coviiiii i ———
Subtotal of differences in stockholders’ equity due to IFRS

Total stockholders’ equity in accordance with IFRS ............
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January 1, December January 1,
2004 31, 2004 2005
91,760 105,328 105,328
2,668 2,668

1,408 1,658 1,658
(1,991) (1,691) (1,691)
983 622 622
(2,022)

(605) (178) (178)
1,342 802 1,499
1,137 3,881 2,556
92,897 109,209 107,884




CORPORATE STATEMENT OF INCOME

In EUR thousands 2005 2004
Net result Of Group COMPANIES.......c.ueiiiiiiiieee e 21,197 18,155
Other income and expense after taxes.......cccccvvviiieeii i 862 335
NET FESUIE ... e e e 22,059 18,490

CORPORATE BALANCE SHEET

Before proposed appropriation of profit

In EUR thousands Ref. December 31, 2005 December 31, 2004
ASSETS
Fixed assets
Intangible fixed assets ............... 5. 11,752 11,670
Property, plant and equipment.. 137 111
Financial fixed assets
Group COMPANIES ..ccevveeveeeriiieanns 6. 79,950 73,539
Loans to group companies........... 6. 66,320 80,885
Deferred tax assets........cccccuuu..ee. 821 742
147,091 155,166
Current assets
Receivables.........ccccccvvivriiiininnnnne. 7. 442 119
Liquid resources ........cccceeeeeeuennnnns 4,849 7,167
5,291 7,286
Total ASSETS..........covvveeeeeeeenn. 164,271 174,233
STOCKHOLDERS’ EQUITY AND
LIABILITIES
Stockholders’ equity................... 8.
Stock capital.....ccccceeeeeeeeiiiiiecinns 3,969 3,887
Paid-in surplus........cccoevvvvmvinennnnne. 476 476
Exchange difference reserve ........ 261 (436)
Other reserves ........cvcvvveeeeeeeeeeennn. 100,786 89,536
Result for the financial year .......... 22,059 15,746
127,551 109,209
Provisions..........ccooevevveiiiieeeennnnns 9. 1,615 3,326
Long-term liabilities
[ Y= o 1 6,000 15,500
Derivative financial instruments.... 1,961
7,961 15,500
Short-term liabilities
Bank overdrafts ........ccoeevvivneiiennnnns 17,304 37,428
Repayment obligations on loans .. 6,500 5,000
Profit taxes....cccoevveeeevieeiiiiiiceeees 1,295 985
Other short-term liabilities ............ 10. 2,045 2,785
27,144 46,198
Total STOCKHOLDERS’ EQUITY

AND LIABILITIES..........ccccvenenne 164,271 174,233
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NOTES TO THE CORPORATE ACCOUNTS
In EUR thousands

1.  Accounting policies

The ERIKS group nv corporate financial statements are prepared in accordance with the statutory
provisions included in Part 9 of Book 2 of the Netherlands Civil Code. The option granted in Section
362 (8) of Book 2 of the Netherlands Civil Code to apply the same accounting policies to the corporate
accounts as those of the consolidated accounts is invoked.

2. Changes in accounting policies

With effect from the 2005 financial year, ERIKS group nv prepares its consolidated financial statements
in accordance with International Financial Reporting Standards as adopted by the European Union.
For the consolidated financial statements the first-time adoption of these accounting policies has led
to changes in the accounting policies for and valuation of assets, provisions and liabilities (the ‘IFRS
1 adjustments’). The majority of these IFRS 1 adjustments were implemented in the comparative
figures at January 1, 2004 with retrospective effect, except for changes relating to financial instruments
which were implemented at January 1, 2005.

ERIKS group nv has opted to apply the accounting policies for the consolidated financial statements
to the corporate financial statements as well with effect from 2005. Consequently, stockholders’ equity
and result after taxes in the corporate accounts are, in principle, equal to stockholders’ equity in the
consolidated accounts. This principle is generally accepted in the Netherlands. Another benefit is the
simplified reporting basis since ERIKS group nv now only needs to apply one set of accounting
policies for its (consolidated) associates.

The effects for the 2004 financial statements were as follows:

- a change in stockholders’ equity at January 1, 2004 and December 31, 2004 following the IFRS
1 adjustments;

- a change in the result for 2004 following the IFRS 1 adjustments;

- a change in stockholders’ equity at January 1, 2005 following the application of accounting
policies for financial instruments.

The effects of the changes in accounting policies on equity and result are the same as described in
‘Schedules reflecting first-time adoption of IFRS’.

3. Compilation of stockholders’ equity

With effect from January 1, 2005 the applicable statutory provisions relating to forming and keeping
statutory and revaluation reserves were amended. As a result of these statutory provisions as well as
of the adjusted accounting policies stockholders’ equity is now compiled differently. We refer to the
notes to stockholders’ equity for further details.

4. Accounting policies

The accounting policies used for the corporate financial statements are the same as those used for
the consolidated financial statements. We refer to accounting policies stated in the consolidated
financial statements if no further accounting policies are provided.

Further to Section 402, Part 9 of Book 2 of the Netherlands Civil Code it suffices if the statement of
income states the ‘net result of group companies’ and ‘other income and expenses after taxes’, the
latter represents the income and expenses of ERIKS group nv.

Intangible fixed assets
Intangible fixed assets comprise goodwill and software.

Goodwill is determined in accordance with the accounting policies applicable to the consolidated
financial statements. Goodwill included in the corporate balance sheet concerns goodwill relating to
direct investments in group companies.

Goodwill relating to indirect investments in group companies is capitalized at the level of the ERIKS
group nv associates who acquired these interests, in the item net asset value of these associates.
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Goodwill relating to direct interests in other associates over which ERIKS group nv has significant
influence is included in the acquisition price of these interests.

Financial fixed assets

Investments in group companies and other companies over which ERIKS group nv has control are
recognized at net asset value. Net asset value is determined by valuing assets, provisions and liabilities
and calculating the result in accordance with the accounting policies applied for the consolidated
financial statements. When calculating the net asset value, the transitional provisions for determining
values and the valuation principles of the first-time application of the accounting policies applied in the
consolidated financial statements are taken into account.

Other investments in companies over which ERIKS group nv has significant influence but not
controlling influence on the corporate and financial policies are accounted for in accordance with the
equity method. This is initially done at cost. Subsequently, the value of these associates is increased
or decreased to recognize ERIKS group nv’s share in the results of the associate, based on the
principles for determining the result as applied in the consolidated accounts as well as the share in
other movements in the associate’s equity allocable to ERIKS group nv after the acquisition date.
When determining the value in accordance with the equity method, the transitional provisions for
determining values and the valuation principles of the first-time application of the accounting policies
applied in the consolidated financial statements are taken into account. With effect from January 1,
2004 the carrying amount of goodwill allocable to associates over which ERIKS group nv has
significant influence is recognized as part of the associate’s carrying amount.

5. Intangible fixed assets
Movement in intangible fixed assets in 2004 and 2005 were as follows:

Goodwill Software Total
Cost at January 1, 2004..........ooeviiiiiieeeeeeeee e 11,670 11,670
Accumulated amortization
Balance sheet value at January 1, 2004 ........................... 11,670 11,670
Movements in balance sheet value for 2004:
Investments
Amortization and impairments
Cost at December 31, 2004 and January 1, 2005 ............... 11,670 11,670
Accumulated amortization
Balance sheet value at December 31, 2004 and
January 1, 2005 ... 11,670 11,670

Movements in balance sheet value for 2005:
INVESIMEBNTS ...t e 82 82
Amortization and impairment..........coovveeciciiiiiier e,

82 82
Cost at December 31, 2005......ccouueiiiiiiieieee e 11,670 82 11,752
Accumulated amortization ...........ceoeeeeeiiivieiieee e,
Balance sheet value at December 31, 2005 ..................... 11,670 82 11,752

No events or changes in circumstances have taken place that would lead to impairment. See the notes
to the consolidated financial statements.
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6. Financial fixed assets
Movements in the value of group companies were as follows:

2005 2004
Balance at January 1. 73,539 58,824
Movements:
— capital contributions to group COMPAaNIES.......ccevveiiiiiiiiiiiieieeeee e 500 7,500
— disposals / deconsolidation of group companies .........cccccceeeeeeereieiccnnns 278
— profit from participating iNterests ... 21,197 18,155
— foreign exchange difference ..........ccoooeevi i 697 (436)
— declared diVIAEBNAS .........ueiiiiiiiiiei e (16,261) (10,504)
Balance at DeCemMbBEr 31 ... 79,950 73,539
Movements in loans to group companies were as follows:

2005 2004
Balance at January 1. 80,885 78,709
Movements:
— issued in the period UNAEr rEVIEW ........coooiviviiiiiiiiieeeeeee e 25,294 44,236
— repaid in the period UNdEer reVIEW...........cuuiiiiiiiiiiieiiiiieeree e (40,407) (41,788)
— foreign exchange difference ........cccoooeeii i 548 (272)
Balance at DeCember 31 ... ..o 66,320 80,885

The loans to group companies have a maximum term of five years. The amount in loans with a term
of more than one year is EUR 32,874 (2004: EUR 35,916). The interest rates charged on these loans

to group companies are between 4.1 and 7.5 percent.

7. Receivables
The receivables comprised:

2005 2004
Other taxes and social SeCUrity COSES.......ociuiiiiiiiiiiiii e 49 64
Amounts due from group COMPANIES ......cceeiriiiieiiriiiieee e 136
Other receivables and prepayments .........occeeeeiiiieieee e 257 55
Balance at December 371 ... ... e 442 119
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8. Stockholders’ equity

For notes on stockholders’ equity and the paid-in surplus, see the notes to the consolidated balance
sheet. Movements in the exchange difference reserve, other reserves and result for the financial year
were as follows:

Exchange Result for
difference Other the financial
reserve reserves year
AtJdanuary 1,2004...............ooooi e 76,685 11,984
Movements in 2004:
IFRS adjustment of 2004 result ........ccccvveeeeeeeeeee e 2,744
Profit appropriation for 2003:
— Cash dividend paid ......ccceeeereeieeecieieeeeeee e e e (1,673)
s 1o o1 Qe [V o [T o o I (135)
— Costs associated with the issue of stock dividend .......... (69)
— Addition to other reserves........cccccccieiiieeeeee e, 10,107 (10,107)
Foreign exchange difference on net asset value of foreign
participating iNterestS.......ccovveeeeieeeee e (436)
Result for the financial year .......ccccccoeeeeeccciiiieeeeeee e 15,746
At December 31, 2004.............cccoeiiiiiieee e (436) 89,536 15,746
IFRS adjustment:
— derivative financial instruments........ccccccceeeeeiiceccccieeee, (2,022)
— less: tax effeCt ... 697
At January 1, 2005...........ccccooiiiiiiee e (436) 88,211 15,746
Movements in 2005:
Profit appropriation for 2004:
— Cash dividend paid .......cccceeeeiiieeeieiiee e (3,032)
— Stock diVIdeNd ......coeiiiiiieiee e (82)
— Costs associated with the issue of stock dividend .......... (57)
— Addition to Other reSErVES......cccoveiieereeieeieeieee e 12,575 (12,575)
Foreign exchange difference on net asset value of foreign
participating iNterests. ... 697
Result for the financial year ..........cccccceeeieeeiiiiiiiiiieeeeeeeee, 22,059
At December 31, 2005.............cccceeeiiiiiieee e 261 100,786 22,059

9. Provisions
The following provisions were recognized:

Balance at Addition Withdrawal Balance at

January 1, December

2005 31, 2005

Employee benefits ... 190 190
Deferred tax liabilities .........ccoooviiieeiiiiiieeenns 666 73 (467) 272
Reorganization..........cccooieiiieiiiiieee e 566 (272) 294
Oher . 1,904 (1,045) 859
3,326 73 (1,784) 1,615
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Expected settlement time by category of provision:

Less than More than

1 year 1 year
EMPIoyee DENEFitS ..cooiiieieieecceee e 190
Deferred tax abilities .......cuuiiiiiiiiecee e 272
(2= Yo (o =T a1 <= 11 ) o I 100 194
(O { o V=Y SRS 859
At December 31, 2005 ... .o raaas 100 1,515
At December 31, 2004 ......oovvuieeeeeeeeeee e eranan 1,245 2,081
10. Other short-term liabilities
This item can be broken down as follows:

2005 2004

Other taxes and social SeCUrity COSES.......ociuiiiiiiiiiiiiii e 91
Amounts due t0 group COMPEANIES.......cccuurrrreiieeeeeeie e e e e e 538
Other liabilities and ACCIUAIS ........eiiiiieiieeie et eees 1,954 2,247
Balance at DeCcember 31 ... ..o 2,045 2,785

11. Related-party transactions

For a list of related parties, including remuneration of the board, reference is made to the notes to the
consolidated financial statements.

12. Rights and liabilities not included in the balance sheet

ERIKS group nv has assumed liability to the banks for any debts owed to the bank by certain group
companies amounting to EUR 4.9 million at the balance sheet date.

ERIKS group nv and its wholly-owned group companies in the Netherlands file a consolidated
corporate income tax return.
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OTHER INFORMATION
Auditors’ report
To the General Meeting of Stockholders of ERIKS group nv

Introduction

We have audited the financial statements of ERIKS group nv for the year 2005 included in this report.
These financial statements consist of the consolidated financial statements and the corporate financial
statements. These financial statements are the responsibility of the company’s executive board. Our
responsibility is to express an opinion on these financial statements based on our audit.

Scope

We conducted our audit in accordance with auditing standards generally accepted in the Netherlands.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall presentation of the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

Opinion with respect to the consolidated financial statements

In our opinion, the consolidated financial statements give a true and fair view of the financial position
of the company as at December 31, 2005 and of the result and the cash flows for the year then ended
in accordance with International Financial Reporting Standards as adopted by the EU and also comply
with the financial reporting requirements included in Part 9 of Book 2 of the Netherlands Civil Code as
far as applicable.

Furthermore, we have to the extent of our competence, established that the report of the Executive
Board is consistent with the consolidated financial statements.

Opinion with respect to the corporate financial statements

In our opinion, the corporate financial statements give a true and fair view of the financial position of
the company as at December 31, 2005 and of the result for the year then ended in accordance with
accounting principles as generally accepted in the Netherlands and also comply with the financial
reporting requirements included in Part 9 of Book 2 of the Netherlands Civil Code.

Furthermore, we have to the extent of our competence, established that the report of the Executive
Board is consistent with the corporate financial statements.

Amsterdam, February 27, 2006
PricewaterhouseCoopers Accountants N.V.
P. Jongerius RA
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COMPANY'S UNAUDITED CONSOLIDATED FINANCIAL INFORMATION FOR THE NINE

MONTHS PERIOD ENDED 30 SEPTEMBER 2006 AND 2005

Amounts in EUR millions

9 months 9 months

Financial 2006 2005 Change
@ SAlES . e 372.8 336.7 +10.7%
e Autonomous growth, excluding currency fluctuations +9.5% +2.8%
e  Operating result (EBITA including amortisation of

SOTIWAIE ... 31.5 24.8 +27.1%
e  Operating result as a percentage of sales ................. 8.5% 7.4%
) Operating result as a percentage of average net

capital INVested .....ccceeiiiiiicce e 31.6% 25.1%
° Result from ordinary activities before amortisation of

goodwill / intangible fixed assets from acquisitions .. 20.6 15.2 +35.7%
@  Netresull ..o 20.5 15.1 +36.0%

Commercial / Operational

° Intensification of the market approach and the introduction of new products and services have
resulted in autonomous growth. Autonomous growth for the past seven quarters:
L@ B2 00 SRR +11.6% Q1 2005: +1.7%
L@ 22 00 SR + 7.8% Q2 2005: +4.9%
L@ 2 00 ST + 9.2% Q3 2005: +1.9%
.................................................................................. Q4 2005: +3.2%

e  Strengthening and expansion of production management and the sales organisations.

° Process optimisation and investments in infrastructure. Productivity increased partly as a result
of this.

° Preparation of a recovery plan for ERIKS France.

Expansion

e Acquisition of the trading activities of Acona Hydraulik-Systeme GmbH in Aachen, Germany, as
per 1 January 2006. Annual sales approx. EUR 3.5 million.

e  Acquisition of RIV-Charleroi s.a., Belgium, as per 6 July 2006 (see press release of 7 July 2006).
Annual sales approx. EUR 2.5 million.

e Acquisition of Passerotti sp. z.0.0. in Bielsko-Biala, Poland, and the activities of Mowta in
Gdansk, Poland (see press release of 28 September 2006). Annual sales approx. EUR 6.5 million.
The results of both companies will be included in the consolidation as from 1 October 2006.

° Acquisition of Turpen & Associates, Inc. in Tulsa, Oklahoma, USA, as per 1 November 2006
(see press releases of 15 September 2006 and 3 November 2006). Annual sales approx.
USD 11 million.

e Announcement of the intention to acquire WYKO Holdings Ltd. in Halesowen (near Birmingham),

Great Britain (see press release of 17 October 2006). The intention for this acquisition will be put
to the shareholders for approval during the extraordinary general meeting of shareholders which
is held today. The assumed sales for the financial year 2006/2007 amounts to approx. GBP 240
million.
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AMOUNTS PER ORDINARY SHARE OF EUR 0.50 PAR VALUE (x EUR 1.00)

9 months 9 months

2005 Total 2005

2006
NEL FESUIL ... 2.57
Result from ordinary activities before amortisation of
goodwill / intangible fixed assets from acquisitions ................. 2.58
Cash flow from ordinary activities .........ccccoeeiiiiieeiiiiieeees 3.15
Stockholders’ equity (as per 30 September and
31 December respectively) ... 17.59

1.92 2.80
1.93 2.80
2.49 3.60
15.13 16.07

Weighted annual average number of ordinary shares issued .. 7,991,945 7,869,455 7,869,455
Total number of ordinary shares issued ..........ccccceeeeiiiieeeeeinnee. 8,030,776 7,937,581 7,937,581

CONSOLIDATED PROFIT AND LOSS ACCOUNT (EUR millions)

9 months 2006

9 months 2005

in % in %
NEL SAIES oot 372.8 100.0 336.7 100.0
Operating reSUIt .......oceeieee e 31.5 8.5 24.8 7.4
Financial income and eXpenses .......ccccccceeeeeeeeeseciveneeeeennn. (1.0 (0.3 (2.0) (0.6)
Result from ordinary activities before taxes ..........ccccveeeeeen. 30.5 8.2 22.8 6.8
Taxes on result from ordinary activities ........ccccceecceeeeennnen. (9.8) (2.6) (7.5) (2.2)
Group result after taxes .....cccccceeeeeiiiieiciiieeee e 20.7 5.6 15.3 4.6
Minority INTErest ........eeeieiieeeee e (0.1) 0.1) (0.1) (0.1)
Result from ordinary activities before amortisation of
goodwill / intangible fixed assets from acquisitions ........... 20.6 5.5 15.2 4.5
Amortisation of goodwill / intangible fixed assets
from aCqUISILIONS ..eeeeeeeeeiie e (0.1) - (0.1) -
NEt reSUIt ..o 20.5 5.5 15.1 4.5
Average number of employees .........cccccevvviiieiiiiiiieee e, 2,154 2,076
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SALES

Sales for the first 9 months of 2006 amounted to EUR 372.8 million, an increase of 10.7% compared
to the same period last year (+EUR 36.1 million). This increase can be further specified as follows:

- an increase of EUR 3.5 million due to the acquisitions realised in 2006;
- an increase of EUR 0.4 million due to higher exchange rates;

- autonomous growth of EUR 32.2 million or 9.5%.

(EUR millions)

Sales by cluster

ERIKS Netherlands ......
ERIKS Belgium ............
ERIKS Germany ..........
ERIKS France ..............

ERIKS Europe ..............
ERIKS USA ......cco..e.

ERIKS South-east Asia

Sales by core activity

Sealing Technology .....
Power Transmissions ..
Flow Technology .........
Industrial Plastics ........

Tools and Maintenance

Products .....ccooovvvuneen.

Sales by customer group

Maintenance (direct) ....

OEM

Contractors and projects ............

Distributors and export

OPERATING RESULT

9 months 9 months Change
2006 2005 in %
156.8 140.2 +11.9
93.2 87.1 +6.3
83.4 73.9 +9.0
171 16.5 +3.1
350.5 317.7 +10.3
16.6 14.4 +15.9
5.7 4.6 +21.8
372.8 336.7 +10.7
84.1 75.7
129.8 118.2
82.5 73.9
21.4 19.3
55.0 49.6
372.8 336.7
178.5 163.8
131.9 113.8
24.7 22.9
37.7 36.2
372.8 336.7

Autonomous growth
in % (excluding
currency fluctuations)

+10.3
+ 8.8
+9.0
+ 3.1

+ 9.2
+14.3
+15.9

+ 9.5

Autonomous growth
in % (including
currency fluctuations)
+11.1
+ 7.1

+11.5
+11.3

+10.4
+ 9.7

+7.8
+14.3
+10.4
+ 3.5

+ 9.7

The operating result increased by EUR 6.7 million or 27.1%, equalling 8.5% of sales (2005: 7.4%). The
2006 operating result (third quarter) includes an extraordinary income of EUR 0.5 million (book profit

realised on the sale of a building).
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FINANCIAL INCOME AND EXPENSES

Specification:

(EUR millions) 9 months 2006 9 months 2005
Movements in actual value financial derivatives ................. 0.6 -
INtErest Paid .....ooeeiiiiii i (1.6)

(1.0)

TAXES ON RESULT FROM ORDINARY ACTIVITIES
The tax burden on the result for the first half year 2006 amounted to 32.2% (2005: 33.0%).
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CONSOLIDATED BALANCE SHEET AS PER 30 SEPTEMBER 2006 (EUR millions)

30 September 31 December

2006 2005
ASSETS
Fixed assets
Intangible fixed assets: - goodwill and from acquisitions ..................... 36.3 35.9
Intangible fixed assets: - software ........ccccooeiieiiiiii 1.9 1.9
Tangible fiXxed aSSetS ......cuviiiiiiiee e 44.0 48.6
Deferred taX ASSEIS ....ouuiiiieiiie e naaas 3.0 3.4
INnvestments iN @SSOCIAES .......couueiiiiiiiiiee e 0.1 0.1
85.3 89.9
Current assets
INVENTOMIES ..eeiiie ettt e e e e e e e e s e s e s e e e s e ena e s eraeenanns 65.8 61.5
Accounts receivable trade ... 87.7 75.6
Other CUIMENT GSSETS ...uueiiieiiiee et e e e e raa s 4.3 2.3
LiQUIA FESOUICES ...ttt e e e e e e 20.8 22.0
178.6 161.4
TOtal ASSETS ... e et e e et e e e e e e e e e e e eenaans 263.9 251.3
LIABILITIES
Shareholders’ €qUITY ......coooiiiiiiiiiiee e 141.2 127.6
MiINOFity INTEIEST ... 0.5 0.3
141.7 127.9
Long-term liabilities
[ (0 A2 1] 0] 1 13.3 12.4
[ Y= 0 1= 24.0 29.6
Derivative financial inStruments ..., 0.3 2.0
37.6 44.0
Short-term liabilities
Bank overdrafts - current account overdrafts .........ccccceevvvieiieiiiiiiieennns 13.0 16.7
S T0] o] o] 1= = PR 37.8 29.3
Repayment obligations on long-term 10ans ..........cccccceviiiiiieiieiiiieeenn. 3.1 7.9
Other short-term liabilities ........coiieeiiieeee e 30.7 25.5
84.6 79.4
Total LIABILITIES ...t e e e e e e e e aaas 263.9 251.3
Total capital ...........ouunniiiiiiie e 206.8 193.4
(balance sheet total -/- intangible fixed assets [except for
software] -/- liquid resources)
Net capital invested ... 138.3 139.6
Working capital ... 115.7 107.8
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MOVEMENTS IN SHAREHOLDERS’ EQUITY (EUR millions)

30 September 2006
Balance 31 December 2005 ......ccooooioiiiiiiiiiiieiee e 127.6
add: net result 9 MONTNS ... 20.5
less: cash dividend 2005 ........coiiiiiiiiiiieiee s (7.5)
less: exchange differences on net asset value and participating interests in
the permanent financing of foreign participations ...........ccccevieveennnee. (0.3)
Add: NEAGE MESEIVE ...t +0.9
Balance 30 September 2006 .........ccooeieiiiiieiiiiieee e e e e e 141.2
CONSOLIDATED CASH FLOW STATEMENT (EUR millions)
9 months 9 months
2006 2005
Operating activities
Result after taxes (before minority interests) ........cccovvecviveieeeeeeeneeen, 20.6 15.2
Adjustments for:
- depreciations, including amortisation of software .........ccccccceeeeeennn. 4.6 4.4
- amortisation of other intangible fixed assets ..........cccccvvvveeeeeeenenen. 0.1 0.1
Cash flow from ordinary activities ......cccccccceeriiiiiieniineee e 25.3 19.7
Exceptional gain on the sale of a building ........cccovviiiieiiiiii e, (0.5) -
Financial income and eXPEeNSES ........cceieeeerieieeieeeeee e 1.6 2.1
INCOME TAX ittt e e e e e e e e e e e 9.8 7.5
Movements in working capital .........cccccceeeereeieiiicsccreee e (7.3) (1.7)
Other accounts receivable and short-term liabilities,
excl. repayment obligations ........ceeeeeiiieiciiiiiieie e 2.5 0.1)
MoVemMENTS iN PrOVISIONS ..cccceeeiiieceeieiee e e e e e e e e e e e e e e e e (0.3 (1.2)
Movements in fair value of derivative financial instruments ................. (0.3 -
Cash flow generated from operating activities .....c.ccccccceeveviiieeneenneen. 30.8 26.3
Financial eXpenses Paid ........cceeeeriiiiiicciiniieiieeee s e e (1.7) (2.4)
T aToToY 0 0130 €= D Qo 7= 1 NS (8.2 (5.4)
Cash flow from operating activities .............ccccconiiiiiiiniii e, 20.9 18.5
Investments in tangible fixed assets and software .......cccccceeeeeiiiccnnnns 4.1) (8.9)
Disposals of tangible fixed assets and software ..........ccccccveeveeeeennnnnnn. 4.7 0.9
Acquisition of participating interests ......cccccceeveiieiiccicciiiee e (0.9) (0.1)
Disposal of participating interests ........ccccccveeeeeeeeeee e - -
Cash flow from investing activities ..............cccccoiiiiiiniiii, (0.3) (8.1)
Withdrawals on loans, including repayment obligations ...................... - -
Repayment of loans, including repayment obligations ..........cc.cccceee.. (10.3) (7.9)
Withdrawals on bank overdrafts - current account overdrafts ............. 7.0 (1.7)
Cash dividend and COStS Paid ........c.ceevriiiiiriiiiiieee e (7.5) (8.1)
Cash flow from financing activities ................cccccoiniii, (10.8) (12.7)
Cash flow on balance ............cccocoiiiiiiin e 9.8 (2.3)
Liquid resources 1 January ...............cccociiiiiiiiiiiniiniiieeeeeee e 11.3 12.
Exchange differenCes ......cccuviiiiiiiiiiii e (0.3 0.6
Liquid resources 30 September ............ccccoooiiiiiiiiiiieeeeieee e 20.8 11.0
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QUARTERLY RESULTS 2006 (EUR millions)

1st quarter 2nd quarter 3rd quarter
in % in % in %

SAIES i 1254 100.0 1249 100.0 122.5 100.0
Operating result (EBITA) ...oovveeeeeeieiicceeieeeeee, 11.2 8.9 10.5 8.4 9.9 8.1
Financial income and expenses ..........ccccee.... (0.2) 0.1) (0.4) (0.3) (0.5) (0.4)
Result from ordinary activities before taxes ... 11.0 8.8 10.1 8.1 94 7.7
TAXES weveeeeeiiuiiieeeeeieee et 8.7) (2.9) 3.2) (2.6) (2.9) (2.9
Result from ordinary activities after taxes
and before amortisation of goodwill ............... 7.3 5.9 6.9 5.5 6.5 5.3
Minority interest ......cccccoeeeiiiiiiciceeeee e, 0.1) (0.1)
Result from ordinary activities .........cccceuuuennee. 7.3 5.9 6.9 55 6.4 5.2
Amortisation of goodwill / intangible fixed
assets from acquisitions ......ccccccceeeeeccciiiinneeen. (0.1) (0.1) - - - -
Net result ..o 7.2 5.8 6.9 5.5 6.4 5.2
Average number of employees ........ccccceeee. 2,124 2,149 2,189
Autonomous growth .......ccccceeviiiiiieiececeeceeeees +11.6% +7.8% +9.2%
QUARTERLY RESULTS 2005 (EUR millions)

1st quarter 2nd quarter 3rd quarter

in % in % in %

SAIES i 111.2 100.0 1149 100.0 110.6 100.0
Operating result (EBITA) ....coovieiiiiiiiiieeeeen, 8.6 7.7 8.3 7.2 7.8 7.0
Financial income and expenses ..................... (0.6) (0.5) (0.7) (0.6) (0.7) (0.6)
Result from ordinary activities before taxes ... 8.0 7.2 7.6 6.6 7.1 6.4
TAXES wvvveeeeiirrieeeeeiieee e e eerere e e e e e e e e e (2.7) (2.9 (2.4) 2.1) (2.4) (2.2)
Result from ordinary activities after taxes
and before amortization of goodwill ............... 5.3 4.8 5.2 4.5 4.7 4.2
Minority interest ... - - -
Result from ordinary activities ............cccceeeenee 5.3 4.8 5.2 4.5 4.7 4.2
Amortization of goodwill / intangible fixed
assets from acquisitions ......cccccccoeeiiiiiiiiieeenn. (0.1) (0.1) - - - -
Net result ..o 5.2 4.7 5.2 4.5 4.7 4.2
Average number of employees ..........cc.o...... 2,058 2,070 2,100
Autonomous growth .......ccccoviiieiiiniiiieeeee +1.7% +4.9% +1.9%
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FINANCIAL DATA BY CLUSTER (EUR millions)

ERIKS Netherlands

SaIES e
EBITA ettt ne e e ne e
Average number of employees ..........cccccvviiiiieeeieeciieee e,

ERIKS Belgium

SaIES e
EBITA ettt ne e ane e
Average number of employees ..........cccccvviiiiieeeieeciieee e,

ERIKS Germany

SaIES e
EBITA ettt ne e ane e
Average number of employees ..........cccccvveiiiiieiieniiieee e,

ERIKS France

SaIES e
EBITA ettt ne e ane e
Average number of employees ..........ccccvviiiiiieiieniiieee e

ERIKS USA

SaIES e
EBITA ettt ne e ane e
Average number of employees ..........cccccvviiiiiiiieenciieee e,

ERIKS South-east Asia

SaIES e
EBITA ettt ne e ane e
Average number of employees ..........cccccvviiiiiiiieenciieee e,

ERIKS group nv

EBITA ettt ne e ane e
Average number of employees ..........cccccvveiiiieieieniiieee e
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9 months

2006

156.8
17.5
856

93.2
7.7
585

83.4
6.9
428

171
0.1
131

16.6
1.9
75

5.7
0.3
64

-2.9
15

9 months

2005

140.2
12.4
821

87.1
6.6
579

73.9
4.8
407

16.5
0.5
126

14.4
1.5
71

4.6
0.2
57

-1.2
15



WYKO'S 2006/2005 FINANCIAL STATEMENTS
DIRECTORS’ REPORT

The directors present their report and audited financial statements of the company for the year ended
30 April 2006.

Principal activity

The principal activity of the Group is the provision of a wide range of engineering services to industrial
customers including:

° distribution of bearings, mechanical and electrical power transmission products, seals, sealing
products, hydraulic and pneumatic equipment/components and tools;

° repair of electrical equipment and motors, pumps and gearboxes; and

° manufacture and supply of automotive tyre building tooling, specialist bearing products and
specialist fasteners.

Business review, results and dividend

The Wyko group of companies comprise two operating divisions, Wyko Industrial Services and
Specialist Technology. Wyko Industrial Services (WIS) is made up of four inter-related strands,
Industrial Distribution, Outsourcing Solutions, International and electromechanical and electronic
repair workshops. There are currently 75 distribution branches, 29 workshops and 86 Outsourcing
Solutions on-site locations servicing 40 blue-chip customers. The International business comprises
branch outlets in Germany, Netherlands, Belgium (2 locations) and Slovakia together with export
operations servicing primarily Continental Europe, the Middle East and Northern Africa.

Specialist Technology comprises four niche manufacturing businesses, two of which are dominant
worldwide players in their respective markets with the other two operating as complementary
businesses to the WIS operations.

The single most important measure of the Group’s performance is defined as being the operating profit
in continuing operations before exceptional costs and goodwill amortisation. In the year to 30 April
2006, this KPI improved by a satisfactory 2.7% to £10.58 million (2005: £10.30 million). After
accounting for profit arising within discontinued activities, the amortisation of goodwill, the share of
joint venture operating profit, the profit on disposal of Serco Ryan Ltd, interest payable and other
finance costs, the group made a loss before tax of £2.48 million (2005: £4.49 million loss). Group sales
in the year in continuing operations grew by 3.4% to £226.6 million (2005: £219.1 million). Total
turnover amounted to £241.0 million, compared to £260.0 million in 2005. Net cash inflow from
operating activities amounted to £10.9 million (2005: £16.5 million).

The WIS business differentiates itself from all competitors by offering a unique combination of branch
based industrial distribution, electromechanical repairs and outsourcing solutions.

Strategy

The overriding objective of the Group is to maximise the growth in operating profit before non-recurring
items and goodwill.

There are three main strategies that have been adopted to continue to develop the operating
performance of the group. These may be summarised as follows:

1)  Continue to grow market share in the UK market by targeting specific customer groups and
product initiatives and also by effective cross selling between WYKO operations. An example of
this is the National Call Centre opened at the beginning of July 2006, which will develop the
transactional business in conjunction with the branch network.

2)  Continue to develop the fast growing Outsourcing Solutions business both in the UK and in
Continental Europe; and

3) Develop our successful business model to new geographies. As a first step in June 2006 a new
green field site was opened in Bratislava, Slovakia and this will be followed by another new
branch in Dublin, which will be operational during September 2006. Other international branch
expansion projects are under consideration, either as green field sites or by acquisition.
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Future Outlook

The outlook for the Group is excellent. Underpinned by major gains in Outsourcing Solutions contracts
both in the U.K. and continental Europe, 2007 is expected to see further growth in revenues and
operating margins in continuing operations and consolidation of the group’s current position as the
leading technical motion and control MRO provider in the U.K market. In addition, negotiations
regarding the Group’s banking arrangements were concluded in December 2005, resulting in
committed facilities for a five-year period.

Principal Risks and Uncertainties

The management of the business and the execution of the Company’s strategy are subject to a
number of risks. The key business risks affecting the Group are set out below.

1)

Reliance on large contracts.

The loss of major contracts or the lack of new contracts would severely constrain the potential
for group revenues to grow. Overheads associated with a particular contract are, however,
demountable and would be removed if a contract was lost, or not incurred as planned if new
business was not won. The pipeline of potential contract wins and the respective progress of
negotiations is a key area of focus at monthly group Board meetings.

Competition.

The group operates in an extremely competitive environment regarding product pricing.
Aggressive pricing from competitors could potentially lead to gross margin attrition. The group
seeks to avoid selling on a cost-plus basis and commoditising of products, emphasising the
engineering added value of its service offering as a means of overcoming this challenge.

Employees.

The groups’ performance depends to a significant degree on the regional management and local
branch-based staff. The resignation of key individuals and the inability to recruit people with
appropriate experience and skills from the local community could adversely impact the Group’s
results. To mitigate these issues, the Group has introduced a Leadership Programme, a
Continuous Improvement Team gathered from across all levels of the business units and an
ongoing Training Structure In addition, a number of incentive schemes have been implemented
that are linked to both the group’s results and performances within the individual business units
that are designed to retain key individuals. Employee turnover statistics are a KPI within the
business.

Disaster Recovery.

The key operational risk to the overall group business is an incident that disrupts or terminates
the Head Office function at Halesowen. Back-up servers and a continuous power supply are in
situ at Halesowen to ensure continuity of |.T. capability at the site. Although a full disaster
recovery plan is not yet in place, it is under review.
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Key Performance indicators (“KPIs”)

KPI 2006
Growth in Sales (%) 3.4
Gross margin (%) 33.8
Stock turn (days) 49.4
Debtor days 56.1
Growth in operating 2.7
profit (%)

Despatch accuracy (%) 99.6

Staff turnover (%) 16.9

2005

8.5

32.1

58.0

56.8

65.5

99.5

19.6

Definition, Method of Calculation and Analysis

Year on Year sales growth in continuing operations,
expressed as a percentage.

The increase is as expected, with growth being derived
primarily from Outsourcing Solutions contract wins.

Gross margin is the ratio of gross profit to group sales,
expressed as a percentage.

The growth was expected and was due to avoiding
seling on a cost-plus basis and avoiding
commoditisation of products by using engineering
added value solutions as a key differentiator to the
competition.

Total stocks divided by cost of sales and multiplied by
365.

This improvement followed a repatriation programme of
stocks from branches to the central distribution
warehouse.

Total trade debtors (excluding VAT assumed at 17.5%),
divided by turnover in ongoing businesses, multiplied by
365.

The modest improvement reflects further tightening of
controls over debt collection.

Year on year growth in operating profit expressed as a
percentage. Operating profit is in relation to continuing
operations before goodwill amortisation and exceptional
costs.

The growth in operating profits disclosed in the statutory
accounts has been adversely affected by the re-
classification of non-recurring costs as a charge against
operating profits. The operating profit on 2005 has been
boosted by a one-off £1.8 million credit that arose
following change to the Group's defined benefit pension
scheme. The KPI excluding the one-off credit is 24.5%.

The accuracy of all picks made in the central distribution
warehouse, expressed as a percentage.

The results confirm a world-class level of performance in
the key area of distribution from the central warehouse to
the branch network.

The number of leavers divided by the average number of
employees in the year.

The improvement in staff retention has resulted from the
training and leadership programmes combined with an
improvement in communications to staff e.g. via the
introduction of a Quarterly Group Newsletter, The WYKO
Intranet Forum and the Continuous Improvement
programme.
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Directors and their interests
The directors who held office during the year are given below:

W.C.N. Wilson

M.R.G Dixon

J.C. Cook

A. Thompson

A. Lawley appointed 28 June 2005
D.G. Hawkins resigned 28 June 2005

The beneficial interests of the directors in the share capital of the company at 30 April were as follows:

2006 2005

£1 Ordinary shares £1 Ordinary shares

Number Number

W.C.N. WIISON ..ttt e e e e e 133,041 133,041
S C T I (o o 133,040 133,040
N O 0 Yo SRR 74,452 74,452

No other director had any interest in the share capital of the company at any time during the year.

Employment policy

Considerable value is placed upon the commitment and involvement of employees in the operation
and development of the Group’s businesses. The Group recognises that the maximisation of its
potential requires employees to be well trained, highly motivated and properly informed.

All employees receive appropriate training via predominantly in-house programmes with most new
employees attending induction courses designed to familiarise them with the Group’s products and
services.

Communication with employees is achieved through regular briefings at various levels as well as via
the groupwide intranet and quarterly Group newsletters.

The Group is committed to the principle of equal opportunity in employment. Our employment policies
for recruitment, selection, training, development and promotion are designed to ensure that no job
applicant or employee receives less favourable treatment on the grounds of race, colour, nationality,
ethnic or national origin, religion, political beliefs, disability, sex or marital status.

Charitable donations

Charitable donations made by the Group within the UK during the period amounted to £4,000 (2005:
£15,000)

Auditors

PricewaterhouseCoopers LLP have indicated their willingness to continue in office and a resolution
that they be re-appointed will be proposed at the forthcoming Annual General Meeting.

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 as at the end of the financial year and of the
profit or loss of the company for that year. In preparing those financial statements, the directors are
required to:

e  select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;
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° state whether applicable accounting standards have been followed, subject to any
material departures disclosed and explained in the financial statements; and

° 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
assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.

The directors confirm that they have complied with the above requirements in preparing the financial
statements.

On behalf of the Board

J.C. Cook
Company secretary
6 September 2006
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
WYKO HOLDINGS LIMITED

We have audited the financial statements of WYKO Holdings Limited for the year ended 30 April 2006
which comprise the Profit and Loss Account, the Balance Sheets, the Cash Flow Statement, the
statement of recognized gains and losses and the related notes. These financial statements have been
prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditors

As described in the Statement of Directors’ Responsibilities the company’s directors are responsible
for the preparation of the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland). This report, including the
opinion, has been prepared for and only for the company’s members as a body in accordance with
Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion,
accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985. We report to you whether in our
opinion the information given in the Directors’ Report is consistent with the financial statements. We
also 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 Directors’ Report and consider the implications for our report if we become aware of any
apparent misstatements within it.

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 financial statements. It also includes an assessment of
the significant estimates and judgments 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 other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation
of information in the financial statements.

Opinion
In our opinion:

e the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of affairs of the company and the group as at 30 April
2006 and of its loss for the year then ended,;

e the financial statements have been properly prepared in accordance with the Companies Act
1985; and

e theinformation given in the Directors’ Report is consistent with the financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

Birmingham, 6 September 2006
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Consolidated Profit and Loss Account

For the year ended 30 April 2006

Turnover

- continuing operations.................
- discontinued operations..............
Share of joint venture’s turnover ...

Total turnover...........cccovvveeeeeenn.
Less: share of joint venture...........

Group Turnover............cccceecueenne
Cost of sales .....ccceeeveeerieeniiieeee

Gross profit.......ccccceeeeeeeeeeeeeenennnn.
Selling & distribution costs ...........
Administrative expenses...............

Group operating profit before
goodwill amortisation

- continuing operations.................
- discontinued operations..............
Amortisation of goodwill ...............

Group operating profit / (loss) ...

Share of joint venture operating

PrOfit e
Operating profit / (loss) including
jointventure...............cccoennininnnnns
Profit on sale of businesses .........

Amounts written-off investments .

Profit / (loss) on ordinary activities
before interest ..............cccoonee.

Net interest payable and similar charges 7

Other finance costs.....ccccceveeeeeeee.

Loss on ordinary activities

before tax........ccccooeveiiiiiiiniie.
Tax on loss on ordinary activities..

Loss for the financial year..........

Note of historical cost profits and losses

Reported loss on ordinary activities before taxation
Difference between historical cost depreciation
and actual charge on revalued amounts of fixed assets

Historical cost loss on ordinary activities before taxation

Historical cost loss for the year after taxation and dividends
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2006 2005
Total before Total before
Exceptional Exceptional Exceptional Exceptional
Costs and Costs and Costs and Costs and
Goodwill Goodwill Goodwill Goodwill
amortisation amortisation Total amortisation amortisation Total
(r d) (r d) (restated)
Notes £000 £000 £000 £000 £000 £000
226,595 - 226,595 219,075 - 219,075
14,413 - 14413 40,461 - 40,461
816 - 816 481 - 481
2 241,824 - 241,824 260,017 - 260,017
(816) - (816) (481) - (481)
241,008 - 241,008 259,536 - 259,536
(159,339) (55) (159,394) (176,164) - (176,164)
81,669 (55) 81,614 83,372 - 83,372
(46,335) (76)  (46,411) (53,130 (193)  (53,323)
(23,619) (2,693) (26,312)  (16,956) (4,197) (21,153)
3,4 10,579 (2,824) 7,755 10,302 (3,010) 7,292
3,4 1,136 - 1,136 2,984 (1,380) 1,604
- (3,576) (3,576) - (3,960)  (3,960)
11,715 (6,400) 5,315 13,286 (8,350) 4,936
183 - 183 64 - 64
11,898 (6,400) 5,498 13,350 (8,350) 5,000
24 - 61 61 - - -
12 - - - - (80) (80)
11,898 (6,339) 5,559 13,350 (8,430) 4,920
(7,723) (9,042)
6 (314) (870)
3 (2,478) (4,492)
8 164 (193)
9,20 (2,314) (4,685)
(2,478) (4,685)
81 -
(2,397) (4,685)
(2,233) (4,685)




Consolidated Balance Sheet
As at 30 April

Notes
Fixed assets
INtangible @SSEtS ......oocueiiiiii e 10
Tangible @SSEtS......coiiiiiiiiie e 11
INVESTMENTS coeviieeeeeee e e e e e eraa e e e eeeanes 12
Current assets
] 0 o1 16T 13
(1Y o (0] £ TN 14
Cash at bank and in hand..........ccooiviiiiiiiiiieece e,
Creditors: amounts falling due within one year
BOITOWINGS ...ttt e e e e e e e e e nnnes 15,17
Oher CreditorS c.uuuu et r s 15
Net current assets / (liabilities) ..............cccccovveriiciiiiieeee.
Total assets less current liabilities ..............ccoooovvveiiiiiiivneeen.
Creditors: amounts falling due after more than one year
BOITOWINGS ..ttt e e e e e e e nnnes 16,17
(@1 a1 g ol (=T [1 1] TR 16
Provision for liabilities and charges ...............ccccccceiiiiiinis 18
Net liabilities excluding pension liability..................................
Pension liability .......cceeeer oo
Net liabilities including pension liability............cccccccccoiiiiiis
Capital and reserves
Called up share capital .........coocueieiiiniiiee e 19
Share Premium ... e 20
Revaluation reSEIrVe.........ouuueeii it 20
OFNEI IESEIVES ...ttt r s 20
Profit and [0SS aCCOUNT ........coviiiieiiicee e 20

Shareholders’ fuNAS...........coooveiiiiiii e

Shareholders’ funds comprise
EQUItY iNterestS..cummceeeee e
Non-equity INTErestS......cccceeeee e

F-79

2005
(restated)
£000

57,655
20,883
119

78,657

27,976
51,864
9,035

88,875

(45,889)
(54,129)

(100,018)
(11,143)
67,514

(74,574)
(656)

(75,230)
(3,268)

(10,984)
(13,921)
( )

24,905




Parent Company Balance Sheet
As at 30 April

Fixed assets
INVESIMENTS ..t e e e e e e e e e e e e e e eean

Current assets
1<) o) (o =T
Cash at bank and iNn hand.........couoieieiii e

Creditors: amounts falling due within one year
BOITOWINGS ..eeiiiieeee ettt
Other Creditors ... e

Net current liabilities...........c..oovieeiiiiiee e,

Total assets less current liabilities ..............ccoevviveiiiiiiiieinnnen.

Creditors: amounts falling due after more than one year
BOITOWINGS ..ttt
Other Creditors ... e

NEt @SSEIS ..o

Capital and reserves

Called up share capital .........coocueieiiiiiiiee e
Share Premium ...
Profit and 10SS aCCoUNt ......cccoieiiiiiiii

Shareholders’ fuNAS...........cooovuiiiieei e

Shareholders’ funds comprise
EQUIity INterests. ...
NON-equity INtErestsS........cooi i

Notes

14

2006
£000

116,095

1,300

1,300

(26,044)
(1,262)

(27,306)

(26,006)

90,089

(76,063)
(679)

(76,742)
13,347

2,453
54,530
(43,636)

13,347

(41,188)
54,535

13,347

2005
£000

116,095

17,470
589

18,059

(40,294)
(1,834)

(42,128)

(24,069)

92,026

(74,227)
(656)

(74,883)
17,143

2,453
54,530
(39,840)

17,143

(37,392)
54,535

17,143

The financial statements on pages 6 to 34 were approved by the Board of Directors on 6 September

2006 and were signed on its behalf by:

M R G Dixon

J C Cook
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Consolidated Cash Flow Statement

Year ended 30 April
Notes

Net cash flow from operating activities.............ccccccccoiiiniis 21

Dividends from joint venture................ooooiiiiii s

Returns on investments and servicing of finance

Interest received.........oooomiiiiiieiccce e
INtErest Paid ....c.eeeeeeiiee e
Interest element of finance lease rentals .......ccccccoeeeeeiciiiiiieeennn.
Costs of raising debt finance ..o

Taxation
UK Corporation tax paid.........cccceeeiiimieeeiniieee e
OVErseas tax Paid ......ccooierreeeiiiieiee e

Capital expenditure and financial investment
Purchase of tangible fixed assets.......ccccoooviiiiiiii i,
Sale of tangible fixed assets........cccoiiiiiiiiiii e

Acquisitions and disposals
Disposal Of DUSINESSES ......ccovuireiiiiiiiiee e

Cash inflow before financing ............ccccccoeiiiiiiiiiiiiiie

Financing

Issue of ‘A’ Preference shares .........ccccoeviieiiiiiiiee e
LI LT o = TSP
Repayment of 10anS ........coooiiiiiii e
Principal payments under capital 1eases ...........ccccveeveiieeeeeeinnen.

Increase in cashintheyear...............ooooiiiii s 22
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2006
£000

10,901

453
(5,920
(80
(257

(5,804

~ — —

~

(438)
(438)

2,731)
51

(2,680)

13,958
13,958

15,937

29,462
(38,764)
(297)

(9,599)

6338

2005
£000

16,501
32

10,855

2,500

{ ,251_)
(172)

1,077

11,932




Other Group Statements

STATEMENT OF TOTAL RECOGNISED
GAINS AND LOSSES FOR THE YEAR ENDED
30 April 2006

Loss for the financial Year ...
Foreign currency translation 10SS ........oevieieiciiiiiiiiee e
Gain on revaluation of Properties..........uuiiiiiiiiiiieee e
Actuarial gain/ (loss) recognised in pension scheme........ccccccceeeeieeeeicnees

Total recognised gains and losses for the year..........ccccooviiieeeneeie s
Prior Year adjustment ...

Total gains and losses recognised since last annual report ......................

RECONCILIATION OF MOVEMENT OF
SHAREHOLDERS' FUNDS

Loss for the financial Year ...
Foreign currency translation 10SS ........eovieiiiiiiiiiieiee e
Gain on revaluation of Properties..........cuuuiiiiiiiiiiieee e
New preference share capital subscribed..........cccoooiiieiiiiiiieeee
Actuarial gain/(loss) recognised in pension sCheme........ccccccceveeeeieeeeccnens

Net increase in shareholders’ fuNdS........cocccciiiiiiiiii e
Opening shareholders’ funds (£(10.06)m before prior year adjustment) ...

Closing shareholders’ fuNdsS..........ooiiiiieiiiiiiiiie e
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2006
£000

2,314)
153

6,907

4,746
(14,845)

(10,099)

2006
£000

2,314)
153

6,907

4,746
(24,905)

(20,159)

2005
(restated)
£000

(4,685)

(168)
5,107
(1,236)

2005
(restated)
£000

(4,685)
(168)
5,107
54,535
(1,236)

53,553
(78,458)

(24,905)




Notes to the Accounts
1 Accounting policies

Basis of accounting

The financial statements comply with applicable UK Accounting Standards and are prepared under the
historical cost convention as modified by the revaluation of certain land and buildings.

A summary of the more important accounting policies, which have been applied consistently, is set out
below together with an explanation of where changes have been made to previous policies on the
adoption of new accounting standards in the year.

Changes in accounting policy

The Group has adopted FRS 17, ‘Post retirement benefits’, in these financial statements. The adoption
of this standard represents a change in accounting policy and the comparative figures have been
restated accordingly. Details of the effect of the prior year adjustments are given in Note 20.

Consolidation

The consolidated financial statements comprise the financial statements of the parent company and
its subsidiary undertakings. Acquisition accounting is used to account for all acquisitions. The results
of businesses acquired or sold during the year are included from or up to the date control passes. Intra
group sales and profits are eliminated fully on consolidation.

In accordance with the exemptions given by Section 230 of the Companies Act 1985 the holding
company, WYKO Holdings Limited, has not presented its own profit and loss account.

Foreign currencies

Assets and liabilities of the foreign subsidiaries are translated into sterling at the rate ruling at the
balance sheet date. The results of foreign subsidiaries are translated into sterling at the average rate
for the year. Exchange differences arising from these translations are taken direct to reserves.

Transactions in foreign currencies are translated into sterling at the rate of exchange on the day of the
transaction or at a contracted rate if it is covered by a forward contract. Assets and liabilities
denominated in foreign currencies are translated into sterling at the rate ruling on the balance sheet
date or, if appropriate, any forward contract rates. Exchange differences arising from these translations
are taken to the profit and loss account.

Goodwill

Goodwill represents the difference between the fair value of the consideration given on the acquisition
of a business and the fair value of the net assets acquired, determined in accordance with Financial
Reporting Standard (“FRS”) 7.

Goodwill has been capitalised and is being amortised over its estimated useful life, subject to a
maximum period of 20 years, in accordance with FRS 10.

This goodwill will be charged or credited to the profit and loss account on subsequent disposal of the
business to which it relates.

Intangible assets

Trademarks are included at cost and depreciated in equal annual instalments over 5 years which is
their estimated useful economic life. Provision is made for any impairment.
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Depreciation

Depreciation is provided at rates calculated to write off the cost or valuation less estimated residual
value of each fixed asset over its expected useful life, as follows:

Plant, equipment and vehicles 10% to 25% per annum straight line
Computers 33% per annum straight line

Patents written-off as incurred

Freehold and long leasehold buildings 2% per annum straight line

Short leasehold properties straight line over the period of the lease

Provision is made for any impairment in the period in which it arises.

Improvements to new leasehold premises are capitalised and the cost amortised over 5 years or the
period of the lease, whichever is shorter. All other leasehold improvements are written off to the profit
and loss account as they are incurred.

Freehold land and assets in the course of construction are not depreciated.

Fixed asset investments

Investments in subsidiaries are stated at their original cost less provision for any permanent diminution
in value.

Stocks

Stocks and work in progress are stated at the lower of cost and net realisable value, which is
calculated based on expected future usage. In the case of work in progress and finished goods, cost
includes an appropriate proportion of production overheads. Progress payments received are
deducted from work in progress.

Deferred taxation

In accordance with FRS 19, deferred tax is recognised in respect of all timing differences that have
originated but not reversed at the balance sheet date where transactions or events that result in an
obligation to pay more tax in the future or to pay less tax in the future have occurred at the balance
sheet date. Timing differences are differences between the company’s taxable profits and its results
as stated in the financial statements.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which
the timing differences are expected to reverse. Deferred tax is measured on a non-discounted basis.

Deferred tax assets are recognised to the extent that they are regarded recoverable and that there will
be suitable taxable profits from which the future reversal can be deducted.

Hire purchase and leases

Tangible fixed assets acquired under hire-purchase or finance leases are capitalised at the present
value of the minimum lease payments and the outstanding obligations, less financing charges, are
included under borrowings in the balance sheet.

Interest is charged to the profit and loss account so as to give a constant periodic rate of charge on
the outstanding obligations in each accounting period.

Rentals paid under operating leases are charged to the profit and loss account as incurred.

Pension costs

UK Defined Benefit Scheme

The UK defined benefit schemes are valued triennially by an independent actuary using the Projected
Unit Method of valuation. In accordance with FRS 17, current and past service costs, adjusted for
settlements and curtailments, are charged to operating profit and the expected return on net asset less
interest on scheme liabilities is charged or credited to finance income. Actuarial gains and losses are
recognised through the Statement of Recognised Gains and Losses.
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Defined contribution schemes

Contributions to the defined contribution schemes in the UK and the USA have been charged against
profits in the year.

Finance costs

Finance costs, comprising the cost of raising debt finance plus interest charges, are recognised in the
profit and loss account over the term of the debt at a constant carrying amount.

Debt

Debt is initially stated at the amount of net proceeds after deduction of issue costs. The carrying
amount is increased by the amortisation of issue costs and the capitalisation of certain elements of the
interest charge and reduced by payments made in the period.

The interest payable and the amortisation of issue costs are taken to the profit and loss account so as
to produce a constant rate of return over the period to the expected date of redemption of the debt.

Research and development

Expenditure on research and development is charged against revenue in the period in which it is
incurred.

Turnover

Turnover represents the amounts invoiced to external customers in respect of goods and services
provided during the year, excluding value added tax and is recognised when goods are dispatched to
customers.
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2 Segmental Analysis

2006 2005
Turnover Loss Net Turnover Loss Net
before assets before assets
tax tax (restated)
Divisional analysis £000 £000 £000 £000 £000 £000
Industrial Services .......cccceeee.... 207,798 10,562 27,975 203,352 9,227 24,986
Specialist Technology.............. 18,797 1,797 6,400 15,723 1,198 5,711
226,595 12,359 34,375 219,075 10,425 30,697
Share of joint venture .............. 816 183 272 481 64 119
227,411 12,542 34,647 219,556 10,489 30,816
Central Operations.........c......... — (1,780) 5,191 — (2,018) 8,349
Exceptional items .......cc..cc...... — (2,824) — — (4,763) —
Interest, financing and goodwill — (11,613) (53,135) — (11,184) (56,955)
Pension creditor..........cccoeeuueee. — — (6,862) — — (13,921)
Total continuing operations.. 227,411 (3,675) (20,159) 219,556 (7,476) (81,711)
Total discontinued operations 14,413 1,136 — 40,461 2,984 6,806
Profit on disposal of business. — 61 — — — —
Total.......coociieeeeceee e, 241,824 (2,478) (20,159) 260,017 (4,492) (24,905)
Geographical Analysis
Origin
United Kingdom
— continuing operations .......... 213,163 9,157 36,445 206,332 7,840 35,348
— discontinued operations ...... 14,413 1,136 — 40,461 2,984 6,806
— total .o, 227,576 10,293 36,445 246,793 10,824 42,154
USA. . e 4,596 734 2,059 4,651 431 1,903
EUrOPE vveeeicieeee e, 8,029 482 1,274 7,618 60 1,928
Y - T 1,623 389 60 955 140 (14)
Exceptional items ................... — (2,824) — — (4,763) —
Interest, financing and goodwill — (11,613) (53,135) — (11,184) (56,955)
Pension creditor..........cccoeuueee. — — (6,862) — — (13,921)
Profit on disposal of business. — 61 — — — —
L] | 241,824 (2,478) (20,159) 260,017 (4,492) (24,905)
Turnover — market supplied 2006 2005
£000 £000
United Kingdom
— continuing operations.........cccccceeeeeeeennn. 199,247 195,756
— discontinued operations...........cccceen.... 13,592 39,804
— total.ceeee e 212,839 235,560
Americas
— continuing operations.........cccceeeeeeeennn. 7,392 5,916
— discontinued operations...........cccceen.... 275 168
— total.ceeee e 7,667 6,084
Europe
— continuing operations.........cccceeeeeeeennn. 12,015 10,928
— discontinued operations...........cccceen.... 546 489
— total.ceeee e 12,561 11,417
Asia and Australasia.........ccoceeeeeeriivnneeennn. 6,921 5,421
Y o RS 1,836 1,535
Total ..o 241,824 260,017
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3 Loss on ordinary activities before taxation

2006 2005
Loss on ordinary activities before taxation is stated after
charging / (crediting): £000 £000
Depreciation:
Tangible fixed assets
BT 1o R 2,689 2,817
— subject to finance leases or hire purchase...........cccceveevicieeeeeeiieee e, 237 243
Amortisation of GOOAWIll........ceeviiiiiiiiiii e 3,576 3,960
Amortisation of other intangible fixed assets.........coccccveiiiiiiee i, 50 50
Loss / (profit) on disposal of tangible fixed assets ........ccccviviiiiiiiiiienns 11 5
Rentals under operating 18aSes..........coui i
Plant and MacChinery......coo e 2,962 2,836
L@ {3 T SRR 2,402 2,583
Auditors’ remuneration
F UL |1 Ao T SRR 166 172
Other services provided by group auditors..........ccceeeviiiiiieeiiniiieeee e 53 104
Deficit on foreign eXChange .........ooceeieiiiiiiiiee e (123) 58
Exceptional items (SE€ NOLE 4) .....ooueiiiiiiiieee e 2,824 4,763
The audit fee in respect of the parent company amounted to £4,100 (2005: £4,000)
4 Exceptional items
2006 2005
(restated)
£000 £000
Serco-Ryan restructuring:
Redundancies and payments in leU ..........ccccumieiieiiieieeee e — 505
Dilapidations and onerous lease pProViSiONS.........ccceueueeeieeiccinrenreeeeeeeneenenn — 742
Costs of relocating, merging and closing branches ..........ccccocceiiiiiiieenn. — 622
Write-off of redundant fixed assets..........ccviiiiiiiiiiiiiee e — 133
— 2,002
Industrial Services restructuring:
Redundancies and payments in lleU .........cccueiiiiiiiiiiii e — 296
Dilapidations and onerous lease proviSionsS...........ccuvuveveeeeeeeciciceeeeeeeeee e — 377
Costs of relocating, merging and closing branches ..........cccccoeeeeiiieennnenn. — 823
— 1,496
Costs relating to previous management:..............c..ccoociiiiiieen, — 104
Other redundanCy COSES ....uiiiiiiiiiiiiiiiiiie e 326 46
Other dilapidations and onerous lease pProviSionS.........ccccceveeeeeeeeseiceeeeennnn — 66
Costs associated with re-financing eXercise ........ccccccveeciieeneicciiee s i, 2,198 332
Overseas Pension Charge.........cverieeiiieeeiieee e 176 —
L@ =T g1 =Y o o1 96 344
Opening of NEW DUSINESSES ......coviiiiiiiiiiiiie e 28 —
Total excepltional COSTS.....ouummiimiciicee e 2,824 4,390

The exceptional finance charges result from the Group’s successfully negotiation of new UK financing
arrangements with effect from 16 December 2006 and the repayment of the entire outstanding Senior

debt and Bank of Scotland working capital facilities in the year.
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5 Directors and employees

2006 2005
Number Number
The average number of persons employed by the Group
Auring the YEar Was........ouoe oo 2,110 2,288
£000 £000
(restated)
Their aggregate payroll costs were:
Wages and Salari€s ........ceeeeeeiiieeeeeeeeee e ———— 50,079 51,775
SOCial SECUNMLY COSES ciiiiiiiiiiiiiiiieeie e e e e e e e e e 5,539 5,654
Other PENSION COSES ..iiiiiiiiiiiiiciiieeie e e e e e e e e e 1,526 (84)
57,144 57,345
Directors’ remuneration
[ 0] (U0 =Y o PSR 915 684
Fees paid to third parties in respect of directors’ services........ccccceveerrnnnnn. 21 21
Pensions and pension related payments ..........ccveveiiiiieei i 116 101
Compensation for 10Ss Of OffiCe ......iiiiiiiiiii e — 46
1,052 852

There are no retirement benefits accruing to any director under a defined benefit scheme (2005: nil)

No payments have been made to a money purchase pension scheme in respect of any director.

2006 2005
£000 £000
Highest paid continuing director
Total eMOIUMENTS ...coveeii e e e e e e e e eeeanan 326 272

6 Pensions

The Group has operated a number of pension schemes during the year. There are two UK defined
benefit schemes; the WYKO Group Retirement Benefit Scheme (“the WYKO Scheme”), which is a final
salary scheme and the FPT Group Pension Scheme (“the FPT Scheme”), which offers both final salary
and money purchase benefits. The assets of each scheme are held in separate trustee administered
funds. The Group has continued to operate the majority of schemes established in subsidiaries at the
date of their acquisition.

The WYKO Scheme and the defined benefit section of the FPT Scheme are both closed to new
entrants and as the age of the active membership increases, the current service cost will increase
under the actuarial method currently used (although this may be offset to some extent by a reducing
salary roll as members leave active service).

The FRS17 results have been based on the results of the draft triennial actuarial valuation at 30 April
2006 for the WYKO Scheme and the actuarial valuation as at 31 October 2003 for the FPT Scheme
updated to 30 April 2006 by a qualified actuary.

The contributions currently being paid by the Group are 11.3% of Pensionable Salaries to the WYKO
Scheme and 30.5% of Pensionable Salaries to the defined benefit section of the FPT Scheme. In
addition Group contributions of approximately £8,000 were made to the defined contribution section
of the FPT Scheme.
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The pension costs relating to each scheme were as follows:

2006 2005
(restated)
£000 £000
WYKO Scheme / FPT SChEME ......ciiiiiiiiiiee e 905 (668)
US defined contribution scheme............coooiiiiiiiiie e, 54 49
UK defined contribution SChemes..........cccoooveiiiiiiiiieicrree e 567 535
1,526 (84)
The financial assumptions used to calculate the Schemes’ liabilities include:

Valuation method Projected unit method
2006 2005 2004
Inflation assSuMPLioN .......oociiii i 2.7% 2.8% 3.0%
Salaries rate of INCrease........cccceeeeeeeeeeiieeeeeeieeeeeeeeeeen N/A 3.3% 3.5%
Pension increases in payment (where linked to inflation)..... 2.6% 2.8% 3.0%
Discount rate for Scheme liabilities ........ccccvveeeeeeeeriiiiiicens 5.2% 5.3% 5.6%

Scheme assets are stated at their market value at 30 April 2006. The assets and the expected rates of

return for the schemes were:

Expected long term rate of Value
return at 30 April at 30 April
2006 2005 2004 2006 2005 2004
£000 £000 £000
Equities and property .............. 8.0% 7.0% 7.0% 41,326 29,914 33,265
Bonds ....eeeeeeiiiiiiiieieeeee 5.5% 5.5% 5.5% 4,914 4,295 3,930
GiltS...coeieeeeeeeeee e, 4.5% 4.5% 4.5% 10,580 10,842 4,980
Cash....ccoccccieeeieeeeeeeeeeeeea, 4.0% 4.0% 3.0% 1,150 1,288 630
Total market value of assets.... 57,970 46,339 42,805
Present value of Schemes’
liabilitieS ..veeeeeeeeeeeeeeeiiieeeee (64,832) (60,260) (57,015)
Deficit in Schemes (prior to
deferred tax)......ccoceeerriiieenninnns (6,862) (13,921) (14,210)
2006 2005
£000 £000
Analysis of amount (charged) / credited to operating profit
CUITENT SEIVICE COST .eiiiiiiiii i it e e e e e e e e e e e e an (905) (1,132)
Past SEIVICE COSt ...t — —
Settlement and curtailmeNts ......e.e i — 1,800
Total operating (charge) / credit ... (905) 668
Analysis of amount charged to other financial income
Expected return on asSets .......cccceeieiiiiiiiii e 2,889 2,779
Interest on scheme liabilitieS ...coeeveeieeeeiccee e (3,203) (3,149)
LI [= o] o F= T T PSR (314) (370)
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2006 2005

£000 £000
Analysis of amounts recognised in the statement of total recognised
gains and losses
Actual return less expected return on pension scheme assets.................. 7,929 659
Experience losses arising on the scheme liabilities............ccccevviiiiieeennns (596) (726)
Changes in assumptions underlying the present value of the scheme
1= T o YRS (426) (1,169)
Actuarial gain/(loss) recognised in the statement of recognised gains
=TT I o T TSR 6,907 (1,236)
Movement in the deficit during the year
2006 2005
£000 £000
Deficit in the scheme at the beginning of the year ..., (13,921) (14,210)
CUITENt SEIVICE COST ..oiiiiiiii it a e (905) (1,132)
Employer contributions .........eeeeiiiiiiiieee e 1,371 1,227
Past SErviCe COSES ..oiiiiiiiiii e — —
Settlements and curtailments.........oooeevueie i — 1,800
Other fiNanCial COSTS..cciiiiiiiiiie e (314) (370)
Actuarial gain / (IOSS) ....uuuuueeiiiiiiieii et 6,907 (1,236)
Deficit in the scheme at the end of the year........ccccvviiiiiiiiiiii, (6,862) (18,921)
History of experience gains and losses
2006 2005 2004 2003
% of % of % of % of
scheme scheme scheme scheme

£000 assets £000 assets £000 assets £000 assets

Difference between

expected and actual

return on scheme

aSSetS ..o 7,929 14% 659 1% 4,810 11% (10,093) (29)%
Experience gains and

losses on scheme

liabilities......cvvvieeniiien, (596) (1%) (726) (1%) 449 1% 412) (1M%
Total amount recognised

in the statement of total

recognised gains and

[OSSES ... 6,907 11% (1,236) %) 2,314 4% (12,230) (24)%
7 Net interest payable and similar charges
2006 2005
£000 £000
Interest payable:
on bank loans and OVErdrafts ..........cceeuiieiiiiiieeee e 2,347 3,912
on asset based fINANCING ...coiiiiiiiiie e 1,158 —
0N MEZZANINE AEDT ... . 3,467 3,086
on shareholder 10an STOCK..........ooi i 88 1,449
on hire purchase agreements and finance 1eases.........ccccccvvviieeeeiiniiieennn, 80 60
Amortisation of debt iSSUE COSES......cccccieiiiiiiiiiieee e 507 608
Write-off of debt issue costs on early repayment of senior debt ............... 717 —
8,364 9,115
INterest reCeIVaDIE ..........uuiiiieeeeee e (641) (73)
7,723 9,042
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7 Net interest payable and similar charges (continued)
Interest payable and similar charges can be further analysed as follows:

NON CASN INTEIEST: covvnieeeeeei e e e e
Capitalised mezzanine interest...........ooooiiiiiiiiiiiciccccccce e
Deferred interest on shareholder loan stock...........coouvviiiiiiiiciiiieieienne.
Capitalised interest on shareholder loan stocK........cccceeeeeeeeiiiiiiiiiini,
Interest on shareholder loan stock converted to preference share capital
Amortisation of debt iSSUE COSES......ccceeiiiiiiiiiiiii e

8 Tax on loss on ordinary activities

UK Corporation tax on profits of the year.........cccccevvviiiieeii e
Adjustments in respect of previous periods .........coceeevvieiiiciiiiiieieeeeeeeee,

Share of joint venture’s taxation.........cccceeveeciiiiiiiiiiees e
OVErseas taXatiON.....uiiiieeiii i e e e e e e e e e

Total current tax Charge....... oo

Deferred tax:
Origination and reversal of timing differences ..........ccoooviiiiinii e,
Overseas timing differeNCes .......cooouii i

The tax assessed for the year is higher than the standard rate of tax in
the UK. The factors affecting the tax charge for the period are analysed
below:

Loss on ordinary activities before tax ........ccccvvieieiiiiiiiiee e

Loss on ordinary activities at standard rate of UK corporation

tax - 3096 (2005: B090) .eeceureereeiiuriieeeeiireeeeeesnreeeeessnree e e e ssree e e e e snree e e e nnnees
Effects of:

Expenses not deductible for tax purpoSes ........ccovvvviiieiiieiieiccicccceeee e,
TiMING dIffErENCES ...
Different rate tax on overseas earnings .......cccceeeeeeeeeieeieenirciieeeeeeee e
Creation Of taX |0SSES....cuuuiiii e
Adjustments to tax charge in respect of previous periods...........cceeeeuuneee
Current tax charge for the year.............cccccccviiiiiiiiiici e
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2006 2005
£000 £000
2,864 3,839
2,844 —
80 60
5,788 3,899
623 3,086
88 76

— 90

— 1,283
1,224 608
1,935 5,143
7,723 9,042
2006 2005
(restated)

£000 £000
(29) (12)
(430) (294)
(459) (306)
564 18
59 95
164 (193)
(2,478) (4,492)
744 1,348
(1,421) (1,106)
208 (505)
138 (43)
(128)

(459) (306)




9 Loss of the holding company

WYKO Holdings Limited has not presented its own profit and loss account as permitted by section 230
of the Companies Act 1985. The loss dealt with in the accounts of the company is £3,796,000 (2005:

£5,865,000).

10 Intangible fixed assets

Group Goodwill Trade Total
Name
£000 £000 £000
Cost:
At 1 May 2005......cc e 78,318 250 78,568
Amount written-off on disposal of subsidiary
(NOLE 24) ... e e e e e e e e (11,551) — (11,551)
At 30 APril 2006 ... ee e 66,767 250 67,017
Amortisation:
At 1 May 2005.......cccieeee e 20,813 100 20,913
Charge for the Year ........cccccviiiieeeee e 3,576 50 3,626
Amount written-off on disposal of subsidiary (note 24)........ (2,743) — (2,743)
At 30 APril 2006 ......oveieeiiciiee e 21,646 150 21,796
Net book amount:
At 30 APril 2006 ......cuueiiieieieieeee e 45,121 100 45,221
At 30 APril 2005 .....ceeiieeiieeee e 57,505 150 57,655
11 Tangible fixed assets
Leasehold properties
Leases Leases Plant,
of 50 of equipment
Freehold years and under 50 and
properties over years vehicles Total
Group £000 £000 £000 £000 £000
Cost or valuation
At 1 May 2005.........ccooieciireeeeeeee e 9,681 1,822 1,590 31,273 44,366
AdditioNS......ueieeeiieeee e 7 — 3 2,721 2,731
DiSposalsS .....ccccuerireiieeee e — — — (551) (551)
Disposal of subsidiary .........ccccccuvvveeeennnn. — — — (1,524) (1,524)
Currency adjustments ..........ccccccvvveeeeennnn. 28 — 1 147 176
At 30 April 2006.........ccceccrrieeeeeee e, 9,716 1,822 1,594 32,066 45,198
Depreciation:
At 1 May 2005 ......ccoeccieeeeeecireeee e — — 190 23,293 23,483
Charge for the year.........cccccovvveeiiiinenn. 168 36 57 2,665 2,926
DiSposals ......cooiiiieiiiiieeee e — — — (489) (489)
Disposal of subsidiary .........cccccouvrveeeeennn. — — — (892) (892)
Currency adjustments .......c.ccoccceeveinineen. — — 1 102 103
At 30 April 2006.........cceeeiiiiieeeeee e 168 36 248 24,679 25,131
Net book amount:
At 30 April 2006.........ccccccrrieeeeeee e, 9,548 1,786 1,346 7,387 20,067
At 30 April 2005........coeieeeeeeee e 9,681 1,822 1,400 7,980 20,883
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The total net book amount of fixed assets includes an amount of £356,000 (2005: £594,000) in respect
of assets capitalised under finance leases or hire purchase.

The company held no tangible fixed assets at any time during the year.

Freehold properties and leases of over 40 years were revalued at 30 April 2005 on the basis of an open
market valuation for existing use, in accordance with the Appraisal and Valuation Manual of the Royal
Institution of Chartered Surveyors, by DTZ Debenham Tie Leung, Chartered Surveyors.

For properties held at valuation the comparable amounts determined according to the historical cost
convention would be:

Freehold Leases of Leases of
Land & 50 years under 50

Buildings and over years Total
At 30 April 2006: £000 £000 £000 £000
COSt e 7,338 1,304 715 9,357
Depreciation.........ccceceeeeieeeeiieeieeeeeeeeeeeeeeeeeeeaa, (1,275) (426) (155) (1,856)
Net book amount........................... 6,063 878 560 7,501
At 30 April 2005: ...
COSt it —————— 7,338 1,304 715 9,357
Depreciation.........ccccouviieeieee e (1,159) (400) (146) (1,705)
Net book amount................ocoeiiiiiiiiiiiieenns 6,179 904 569 7,652

Future capital expenditure

Capital commitments at 30 April 2006 for which no provision has been made in the accounts are as
follows:

2006 2005
£000 £000
(@7 0] 01 (= Y7 (Yo [ {0 SR 464 653
12 Investments
Group
£000
N A Y/ 2 00 RSP 119
Attributable profit retained by joint VENTUIE .........oooiiiiiii e 154
Translation exchange diffEereNCES .......oooi i (1)

AL B0 APFT 2006 ... e e e e s 272

The Group holds 51% of the issued ordinary share capital of Rencol MMI Technology Pte Limited, a
company incorporated in Singapore to manufacture and distribute tolerance rings. The Directors
believe that the Group shares effective control of the company with the holder of the remaining 49%
of the shares and consequently have treated the investment as an investment in a joint venture.

2006 2005
£000 £000
Group share of gross assets of the joint venture...........cccccvviiiiiniiiiiennn, 451 329
Group share of the gross liabilities of the joint venture ..........ccccceeeeeenennnn. (179) (210)
Investment in JOINT VENTUIE ......ooiiiii i 272 119

As a result of an impairment review, a provision was established against the Group’s investment in
EuroSourcelLine UK Limited during the year ended 30 April 2005, writing-down the carrying value of
the investment to £ nil. The directors are of the opinion that the provision is still necessary.

F-93



Company Investment
in
subsidiaries
£000
Cost:
At 1 May 2005 and 30 APFil 2006 .......ccceeiuieeeeeeiiiieeeeeiieee e e esieee e srre e e e s sreee e e e e sneeeeeesnsees 116,095
Principal subsidiary Country of Holding Class of Nature of
companies incorpo- Shares Business
ration
Wyko Group Limited UK 100% Ordinary Holding company
Wyko Investments Limited UK 100% Ordinary Holding company
Wyko Industrial Services Limited * UK 100% Ordinary Industrial services
Wyko Inc. * USA 100% Ordinary Manufacture of tyre building
equipment
Rencol Tolerance Rings Ltd * UK 100% Ordinary Manufacture of tolerance
rings
WYKO Tire Technology Ltd * UK 100% Ordinary Manufacture of tyre building
equipment
Revolvo Ltd * UK 100% Ordinary Manufacture of specialist
bearings
Pioneer Weston International Ltd * UK 100% Ordinary Manufacture of seals and
sealing products
Lilleshall Limited * UK 100% Ordinary Holding company
FPT Group Limited * UK 100% Ordinary Holding company
WYKO Antriebstechnik GmbH * Germany 100% Ordinary Industrial services
WYKO Aandrijvingen N.V. * Belgium 100% Ordinary Industrial services
WYKO Aandrijftechniek B.V. * Netherlands 100% Ordinary Industrial services
Wyko Overseas Holdings * UK 100% Ordinary Holding company

Subsidiaries marked * are held via intermediate holding companies

13 Stocks

Raw materials and consumables

Work in progress

Finished goods and goods held for resale

The company did not hold stock at any time during the year.
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2006 2005
£000 £000
1,983 1,706
3,026 3,050
16,557 23,220
21,566 27,976




14 Debtors

Amounts falling due within one year

Trade debtors .......eeeeeeeeeeiiiiiiceeeeeeee e
Amounts owed by group undertakings..........
Corporation tax recoverable............cccccuuveeeen.
Other debtors .....oooeeocii e,
Called up share capital not paid ...........c...c....
Prepayments and accrued income ................

Amounts falling due after more than one
year
Deferred taxation recoverable ........................

Total debtors .........cooeveiiiiie e,

15 Creditors: amounts falling due within one year

Borrowings (see note 17)......ccooeciiiiiieeennnnnn.

Other creditors

B = To [ o =T 11 {0 £
Amounts owed to group undertakings...........
Corporation tax.........cccceeereereereeeeeeeeessceeneeens
Other taxation and social security..................
Other creditors.......ccocccveveeeeeeeee e
Accruals and deferred income ........cccceeeeen...

16 Creditors: amounts falling due after more than one year

Borrowings (see note 17).........ccccceecveeeenne

Other creditors
Deferred interest payments .........ccccoeecieeeenne

2006 2005
Group Company Group Company
(restated)
£000 £000 £000 £000
40,926 — 47,448 —
— 1 — 15,611
2 1,205 — 1,842
3,786 79 1,482 2
13 13 13 13
1,160 2 2,564 2
45,887 1,300 51,507 17,470
975 — 357 —
46,862 1,300 51,864 14,740
2006 2005
Group Company Group Company
(restated)
£000 £000 £000 £000
26,635 26,044 45,889 41,386
33,387 — 39,512 —
181 — 205 —
3,615 5 3,946 3
3,073 882 1,352 1,393
6,031 375 9,114 438
46,287 1,262 54,129 1,834
2006 2005
Group Company Group Company
(restated)
£000 £000 £000 £000
79,786 76,063 74,574 74,227
679 679 656 656
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17 Borrowings
Group 2006 Company 2006 2005

Within After Within After Group Company
one year oneyear oneyear one year

£000 £000 £000 £000 £000 £000

Overdrafts........ccceeveveveveveeennnns 706 — 26,381 — 7,755 2,674
Amounts due in respect of

discounted receivables............ 22,575 — — — — —

Property loan .........cccccvveeeeeennn. 3,236 3,614 — — — —

Senior debt.....coovvevvviieeriiinnnn. — — — — 38,712 38,712

Mezzanine debt .......cccceeeeennnn.. — 23,625 — 23,625 22,038 22,038

10% unsecured loan stock...... — 53,277 — 53,277 53,277 53,277

26,517 80,516 26,381 76,902 121,782 116,701
Hire purchase and finance

[€aSES...uuvueecieieeeie e, 238 109 — — 644 —
4% loan Notes ........eeeeeecceennn. 254 — 37 — 217 —
Gross borrowings .......cccceeeeuee. 27,009 80,625 26,418 76,902 122,643 116,701

Deferred costs of raising debt

finance .....ccooveeeeeciiee e (874) (839) (874) (839) (2,180) (2,180)
Net borrowings .......ccccceeeeeunneen. 26,635 79,786 26,044 76,063 120,463 114,521

The invoice discounting facility bears interest at 1.5% over base rate. The limit of the facility is £30
million and has a duration of five years.

The ‘property loan’ is a loan secured against the Group’s UK freehold and long leasehold properties.
The loan bears interest at 2.5% over base and is repayable in quarterly instalments commencing in
May 2006.

The mezzanine loan is repayable in full on 31 October 2008 and carries interest at 10% above LIBOR.

£1,009,000 of the loan stock bears interest at 10% whilst the holders of the balance have agreed to a
waiver of all interest in the year. The loan stock is repayable in five equal annual instalments
commencing in 2009.

£15 million of the senior debt was repaid on 12 October 2005 and the balance was repaid on 16
December 2005 following the Group’s successful refinancing.

The 4% loan notes, are repayable on demand. £37,000 of the loan notes have a final repayment date
of 3 May 2008 and the balance have a final repayment date of 1 June 2009.
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17 Borrowings (continued)

Analysis by year of repayment

Due within one year.........cccccevveeeieieieeeeeeienes

Amounts payable by instalments

between 1 and 2 years...........cceeeeeveeveeeeeennnns
between 2 and 5 years.........cceeeeeeeeeeeeeeiienn,
after 5 years....ev e

Due after more than 1 year.........cccceevveeenns

Gross borrowings

Hire purchase and finance lease obligations included above areas follows:

Amounts payable:

Group Group Company

Bank loans 2006 2005 2006 2005
and Other

overdrafts Borrowings Total Total Total Total
£000 £000 £000 £000 £000 £000
26,517 492 27,009 46,981 26,418 41,386
685 109 794 225 - -
2,055 44,736 46,791 22,160 44,736 -
874 32,166 33,040 53,277 32,166 75,315
3,614 77,011 80,625 75,662 76,902 75,315
30,131 77,503 107,634 122,643 103,320 116,701

LAY T 1= Y0 =
Between 1 and 2 YEarS.......cooi i e e —————
Between 2 and 5 YEarS......ccoo i i i —————

Less: finance charges allocated to future periods

Current OblIGAtIONS ....eeiiii i
Non-current obligationS........coo oo e e e ——————
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2006 2005
£000 £000
275 376
115 275

- 115

390 766
(43) (122)
347 644
238 297
109 347
347 644




18 Provision for liabilities and charges

Property provisions Deferred Taxation
Group Company Group Company

£000 £000 £000 £000
At 1 May 2005 (3,268) - - -
Transfer from debtors ..., - - 357 -
Transfer from profit and loss account..........cccccueeeeen. (301) - 623 -
Disposal of subsidiary.......ccccueceereiiiiiiieeeeieee e 771 - 4) -
Utilised in the year ... 538 - - -
Exchange movement .........cccooieeiiniiien e - - (1) -
.................................................................................... (2,260) - 975 -
Transfer to debtors ..., - - (975) -
At 30 APFil 2006 ....coeiiieeieeeeiieee e (2,260) - - -

The property provisions represent the directors’ assessment of the Group’s liability for leasehold
dilapidations and the anticipated future costs to be incurred over the remaining lease terms of vacant
properties.
Full provision has been made for deferred taxation at 30% in respect of:

Group Company Group Company

£000 £000 £000 £000

Capital allowances in advance of depreciation.......... 77 - 2 -
Other timing differences ........occccviiiiiee e 688 - 325 -
Overseas timing differences ........ccccoocveveiiiieee e, 85 - 30 -
Tax losses carried forward...........occveeeieiiieeeeeeniieeenn. 125 - - -
975 - 357 -

Deferred tax assets of £2,859,000 arising from depreciation in advance of capital allowances have not
been recognised (2005: £3,757,000), as it is not clear whether these amounts will be utilised in the
foreseeable future.

In addition, no provision has been made for deferred tax assets, resulting from unutilised losses
totalling £16,161,000 (2005: £17,162,000) as it is not clear whether these amounts will be utilised in
the foreseeable future.

No provision has been made for overseas withholding tax that would be payable if retained earnings
of overseas subsidiaries were distributed. There is presently no intention to distribute these earnings.
No provision has been made for any liabilities arising on the sale of Group properties as they are
covered by brought forward capital losses.
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19 Share Capital

Authorised Allotted and called up
Fully Part
Paid Paid Total
Number £000 Number  £000 £000

Equity share capital
Ordinary shares of £1 each .........ccccc.....
At 1 May 2005 and 30 April 2006 .......... 475,558 476 475,558 463 13 476
‘A’ ordinary shares of £1 each
At 1 May 2005 and 30 April 2006 .......... 2,155,630 2,155 1,972,350 1,972 - 1,972
Total ..o, 2,631,188 2,631 2,447,908 2,435 13 2,448
Non-equity share capital
‘A’ Preference shares of £0.0001 each
At 1 May 2005 and 30 April 2006 .......... 2,500,000 - 2,500,000 - - -
‘B’ Preference shares of £0.0001 each
At 1 May 2005 and 30 April 2006 .......... 52,035,417 5 52,035,417 5 - 5
Total at 1 May 2005
and 30 April 2006................ccccuvrrrreeeennn. 54,535,417 5 54,535,417 5 - 5
Share capital at 30 April 2005
and 30 April 2006................cccccuvrrrreeeenn.. 57,166,605 2,636 56,983,325 2,440 13 2,453

The rights relating to each class of share in issue at 30 April 2006 are as follows:

i) the ordinary shares and A ordinary shares rank pari passu as if one class of share for the
purposes of income;

i)  the A and B preference shares carry no right to participate in or receive any dividends;
iii)  in the event of winding up the company or otherwise reducing capital, the assets shall be applied;

first in repaying to the holders of the A preference shares the amounts paid up on such shares
(including any premium);

secondly in repaying the holders of the B preference shares the amounts paid up on such shares
(including any premium);

thirdly in paying the holders of A ordinary shares £1 per share together with any arrears or
accruals of dividends on the shares; then

in paying the holders of ordinary shares £1 per share; then

the balance of the assets, up to £1,000,000 per share shall be distributed amongst the
holders of the A ordinary share and ordinary shares pari passu as if the shares
constituted one class;

iv)  the ordinary shares carry one vote per share and the A ordinary shares carry ten votes per share.
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20 Reserves

Share Profit
premium Revaluation Other and loss
account reserve reserves account
£000 £000 £000 £000
Group
At 1 May 2005 as previously reported..........ccccoeiuveeeenns 54,530 5,107 (139) (72,011)
Prior year adjustment (FRS17)......cooviiiiiiiiiieeeeen, - - - (14,845)
At 1 May 2005 as restated........cccccueeeeeeeeeiieeeiicieeeeee, 54,530 5,107 (139) (86,856)
Loss for the year deducted from reserves........cc.cccuueee.. - - - (2,314)
Pension scheme actuarial gain.........ccccceeveeiieeiciiineeeenn. - - - 6,907
Foreign exchange adjustments..........cccoceviiiiieiniiineenn. - - 153 -
Depreciation on revalued amounts.........ccccoocceeeeriiiineenn. - (81) - 81
At 30 APKil 2006 ....oeeeeeieeeeeeieeeiiereeee e 54,530 5,026 14 (82,182
Company
At 1 May 2005.......eeeiei e 54,530 - - (39,840)
Loss for the year deducted from reserves........c..ccuueeeen. - - - (3,796)
At 30 APKil 2006 ....oeveeieieieeeeeeeieeeeeeee e 54,530 - - (43,636)
21 Net cash flow from operating activities
2006 2005
(restated)
£000 £000
Continuing activities
Group operating Profit .....c.eeeei i 4179 1,896
Depreciation / amortisation ..........ccceeeeeeeeeei i 6,482 6,639
GOOAWIll WHTTEEN=OFF ...eeiiiiiiiee e e e e - 46
Loss on disposal of fixed asSetS.......couuuiuiiiiiiiiieiiie e 11 21
Difference between pension charge and cash contribution..............cccccccoo. (466) -
DecCrease iN STOCKS ....oiiiiiii e 829 599
Increase in trade debOrS .........ueiiiiiiii i (596) (1,992)
Decrease in prepayments / other debtors..........occoevviiiiiiiiccie e 973 325
(Decrease) / increase in trade Creditors ........ccueeeviciiieee e (1,041) 5,107
Increase in other taxation and social SeCUrity ... 16 81
Increase in accruals/other creditors and provisions ..........cccccceveeeeeeeeeececcccnnnns 114 1,759
Exchange rate adjustments.........cooociiiri i 27 (59)
Net cash inflow from continuing activities ...........cccei i 10,528 14,422
Discontinued activities
(@] =T =14 aTo T o] (o) {1 ARSI 1,136 772
101 Y 0 ¢ =Tor = L1 o) 1 70 385
DECIease iN STOCKS ....uuiiie i e e e e e e e e e e e e e e s e s e e e e enanaes 1,003 540
DeECrease iN AEDTOIS ......cuuu et e e e e e e e e e e s e e e e enaneaes 684 2,022
Decrease in creditors and ProViSioNS ..........ccouicciiiiiiieeee e e (2,520) (1,640)
Net cash inflow from discontinued activities .........cccccceiiiiiiiiiiii, 373 2,079
Total net cash inflow from operating activities...........coooiiiiiis 10,901 16,501
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22 Reconciliation of net cash flow to movement in net borrowings

2006 2005
(restated)
£000 £000
Increase in Cash iN the YEar ... 6338 11,932
Cash inflow from NEW [08NS .........eiiiiiiiiiee e (29,462) -
Cash outflow from the repayment of loans and finance leases....................... 39,061 1,423
Cost of raising debt fiNANCe .........eiiiiiii e 257 44
Decrease in net debt resulting from cash flows..........oocceviiiiiiii e, 16,194 13,399
Other non-cash items
Loan stock converted to preference share capital..........ccccooeeieeeiiiiiien e, - 27,970
New finance leases & Hire Purchase contracts .........cocceviiiiieei e, - (712)
Interest CapitaliSEd .........eiiiiiiie e (1,639) (2,243)
Amortisation of debt iSSUe COSES.......uuiiiiiiiiiei e (1,224) (608)
Exchange rate adjustments..........ooooiiii e 38 (87)
Decrease in net borrowings during the year ..........cccooiiieiieiiec e 13,369 37,769
Net borrowings at 1 May ...cooooeeeieei e e (111,428) (149,197)
Net borrowings at 30 APKil ... (98,059) (111,428)
Cash at bank and iN Nand .........cueiiii e 8,362 9,035
Borrowings due within one year (see Note 16) ......ccccooceeviiiiiiiee i (26,635) (15,153)
Borrowings due after one year (see Note 16) .....ccccevviiiiieiiiiiiiei e, (79,786) (105,310)

.......................................................................................................................... (98,059) (111,428)

23 Analysis of net borrowings

At Exchange At
1 May Cash Non cash Move 30 April
2005 Flow Disposals changes ments 2006
£000 £000 £000 £000  £000 £000
Cash at bank and in hand............cc......... 9,035 5,133 (5,844) - 38 8,362
OverdraftS.....ccccccceeeeieeeeee e (7,755) 7,049 - - - (706)
1,280 12,182  (5,844) - 38 7,656
Debt due within 1 year .....cc.cccceeveennnnenn. (7,699) 38,764 - (57,130) - (26,055)
Debt due after 1 year .......cccccuvvvvvveveeennnn. (106,545) - - 26,029 - (80,516)
Finance 1eases.....cccccceveeeeeeeeecceeveeeeeeeenn (644) 297 - - - (347)
Cost of debt finance........cceeeecvvvvveneeennnn. 2,180 257 - (1,224) - 1,213
(112,708) 39,318 - (32,325) - (105,715)
Net borrowings .......cceeeeeeeeeeiiieeee e, (111,428) 51,500 (5,844) (32,325) 38 (98,059)

24 Disposal of subsidiary

On 12 October 2005 Serco-Ryan Limited, a wholly owned subsidiary of WYKO Holdings Limited, was
sold to Trifast Plc for a gross consideration of £17 million (of which £1.8 million was utilised in repaying
a Serco-Ryan Intercompany loan). £2 million of the consideration is payable in shares of Trifast Plc on
the first anniversary of the sale.

The profit on the sale shown below is after accounting for costs incurred in making the sale and also
after charging £8,808,000 of goodwill which had previously been capitalised.
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£000 £000

Tangible fiXed @SSeIS ......uuuiiiiiiiiiii e 632
S (0T o] -GS 4,578
[D7=] o) (0] £ 6,752
Creditors and ProViSIONS .........ceeiiiiiicieiee et esire e e e e s e s e snneeees (12,614)
Cash and DOIMOWINGS ......uviiiiiiiiiie ettt et e e e s e e e e snneeee s 5,844
5,192
(O7=To]1 =1 117=Te o To o o 111/ 1 SR 8,808
14,000
(70T g T =Y =14 ] o ISR
L= 1] o SR 13,169
DSy 1Y 0 (= Lo [P 2,000
(DY 0T 1T I oTo ) £ SRR (1,108)
14,061
Profit 0N diSPOSal ...coeevieieieeeeeee e 61

Serco-Ryan Limited contributed £373,000 to the Group’s net operating cash flows.

25 Lease commitments

Annual commitments under non-cancellable operating leases are as follows:

2006 2005
Land & Land &
Buildings Other Buildings
£000 £000 £000 £000
Group
Operating leases which expire:
WIthin 1 Y8ar ... 112 66 171 580
Between 1 and 5 years.....ccccoeeeeeviiiieeeeeeeceeeee 929 1,629 1,675 2,625
AFtEr 5 YRAIS ..o i 1,094 - 1,739 -
2,135 1,695 3,585 3,205
Company

The company had no operating lease commitments at any time during either year.

26 Contingent liabilities
At 30 April 2006 there were contingent liabilities to the Group’s bankers as follows:

2006 2005
Group Company Group Company
£000 £000 £000 £000
Performance bonds and guarantees..........ccccccceeeeenn. 163 - 278 -
Forward exchange contracts ...........coccccuiiieeienennneennn. - - 138 -
Letters of credit ... - - 64 -
163 - 480 -

The company guarantees the borrowings of its principal subsidiaries to its bankers. The contingent
liability at 30 April 2006 was £nil (2005: £2,719,000)
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27 Related party transactions

The company has taken advantage of the exemption, allowed by Financial Reporting Standard No. 8,
not to disclose transactions and balances with related party undertakings which are at least 90%
owned by the Group.

During the year the Group traded with Rencol MMI Technology Pte Limited, making sales of £204,000
(2005: £125,000) and receiving fees of £585,000 (2005: £313,000).

28 Ultimate controlling party

The directors’ interests in the ordinary shares of the company are shown in the directors’ report. Of the
1,972,350 'A' ordinary shares, 59.27% are held by Royal Bank Investments Limited and 23.89% held
by RBDC Parallel Ventures Limited Partnership.
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