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DIRECTORS’
REPORT

PRINCIPAL ACTIVITIES

The principal activities of the Group continue to be the design and manufacture of bespoke flexible pipeline products and

systems for the oil and gas industry.

The subsidiary and jointly controlled undertakings principally affecting the profits or net assets of the Group in the year are

listed in note 14 to the financial statements.

The Group has operations in Newcastle upon Tyne UK, Panama City Florida USA, Niteréi Brazil, Perth Australia, and offices
in Rio de Janeiro Brazil, Houston USA and Calgary Canada, including a branch in Panama City USA.

BUSINESS REVIEW

The Companies Act 2006 S 417 requires the Company to set out in this report a fair review of the business of the Group
it heads, its development and performance during the year including an analysis of the position of the Group at the end
of the financial year and a description of the principal risks and uncertainties facing the Group, “the Business Review”.

The following information detailed in these sections is incorporated by reference and deemed to form part of this report.

@ Chairman’s statement on page 5

@ Chief Executive’s statement on pages 7 to 29 which contains key performance indicators, principal risks and
uncertainties, business performance, future development, trends and strategy

@ Finance Director’s report on pages 30 to 33
@ Principal risks and uncertainties on pages 22 to 24
® Key performance indicators on page 20

® Environmental, employees and social and community issues on pages 26 to 29
@ Information about suppliers and customers essential to the business of the Group on page 39

RESULTS AND DIVIDENDS

The results for the year and amounts transferred to reserves are detailed on pages 58 — 60. A dividend of 6p per share is
recommended by the directors for consideration of the shareholders at the Annual General Meeting on 12 May 2009. If
approved, the dividend will be paid on 12 June 2009 to those members on the register at close of business on 22 May 2009.

An interim dividend of 4p per share was paid on 13 October 2008. If the final dividend is approved as recommended,

the total ordinary dividend for the year will amount to 10p per share.

DIRECTORS

The directors, who served throughout the year and since except as noted, were as follows:

John Kennedy appointed 8 March 2003
Executive Chairman and member of the Nomination Committee

Gordon Chapman appointed 13 January 2003
Chief Executive Officer (CEO)

Chris Braithwaite appointed 27 August 2004
Chief Operating Officer (COO)

Chris Gill appointed 7 January 2008
Finance Director (FD)

Luis Araujo appointed 10 March 2009
Executive Director

Sir Graham Hearne CBE appointed 18 July 2003
Senior Independent non-executive director,
Chairman of the Nomination Committee and
member of the Audit and Remuneration Committees

Neil Gaskell appointed 19 March 2007
Independent Non-executive director and Chairman
of the Audit Committee

Pat Murray appointed 10 July 2007
Independent Non-executive director, member
of the Remuneration and Audit Committees

Francisco Gros appointed 19 March 2007
Independent Non-executive director, Chairman
of the Remuneration Committee and member
of the Nomination Committee

Nils Stoesser appointed 13 January 2003
Non-executive director and member of the
Audit Committee. He resigned on 8 April 2008
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ELECTION AND RE-ELECTION OF DIRECTORS
At the 2008 Annual General Meeting, all of the Board was elected or re-elected by shareholders.

In accordance with Article 76 of the Company’s Articles, Gordon Chapman, Chris Gill and Neil Gaskell retire by rotation at the
forthcoming Annual General Meeting and, being eligible, offer themselves for re-election. Luis Araujo, appointed 10 March 2009,
resigns and, being eligible, offers himself for election.

The Board believes that all of the directors offering themselves for election or re-election should be elected or re-elected to
their roles because of the contribution they have made to the success of the Group and because their experience is valuable
for the future growth of the Group.

All directors who are due for election or re-election continue to perform effectively in terms of contribution, time commitment
and commitment to the relevant Committees of the Board.

The rules regarding the appointment and replacement of directors are set out in the Articles of the Company. Directors are
appointed by the Company by ordinary resolution at a general meeting of holders of ordinary shares or by the Board on the
recommendation of the Nomination Committee. The Corporate Governance Report sets out further details on page 43.

POWERS OF THE DIRECTORS

The directors are responsible for managing the business of the Company and may exercise all the powers of the Company
subject to the provisions of relevant statutes, any directions given by special resolution and the Company’s Memorandum
and Articles. The Articles, for example, contain specific provisions and restrictions concerning the Company’s power to
borrow money. Powers relating to the issuing of shares and power to purchase the Company’s own shares are also included
in the Articles (subject to relevant statutory provisions) and the resolutions being proposed at the Annual General Meeting, as
set out in the Notice of Meeting, include resolutions to renew such authorities. The Corporate Governance Report sets out
details of matters reserved to the Board on page 44.

DIRECTORS’ INTERESTS

The directors who held office at 31 December 2008 had the following interests in the shares and debentures of Wellstream
Holdings PLC:

1 January

2008 or

Description subsequent

of shares or 31 December date of

debentures 2008 appointment
Name of Director Beneficial Non-Beneficial Beneficial Non-Beneficial
John Kennedy* Ord 1p shares 2,140,625 - 4,078,125 -
Gordon Chapman Ord 1p shares 1,300,000 - 2,500,000 -
Chris Braithwaite Ord 1p shares 1,000,000 - 2,000,000 -
Sir Graham Hearne Ord 1p shares 300,000 - 692,250 -
Neil Gaskell Ord 1p shares 28,125 - 28,125 -

Pat Murray Ord 1p shares 18,500 - = -

*Held by Amko Energy SA.

No changes in the interests of directors took place between 31 December 2008 and the date of this report.
DIRECTORS’ SHARE OPTIONS

None of the directors currently hold share options in the Company except under the Performance Share Plan.
Details of share option grants are included in the Directors’ Remuneration Report on page 54.
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DIRECTORS’ INDEMNITIES
The directors have the benefit of qualifying third party indemnity provisions and qualifying pension scheme indemnity provisions.

SIGNIFICANT AGREEMENTS - CHANGE OF CONTROL

The following significant commercial agreements contain certain termination and other rights for our counterparties upon a
change of control of the Company.

All Petrobras contracts follow their standard terms and conditions which provide for rights on a change of control. The
following are the current significant contracts;

® Flowlines and risers for Marlim Sul Module 2 in excess of £40m

® Water injection and gas lift flowlines for Marlim Leste in excess of £40m
@ Flexible risers and flowlines for the Campos Basin in excess of £50m

® C408 risers for Barracuda / Caratinga

® Petrobras Framework Agreement in excess of £600m over 4 years

All the Company’s share schemes have change of control provisions.
The Company’s banking arrangements, including the revolving facility and the debenture, have change of control provisions.

There are no agreements between the Company or directors or employees which provide for compensation for loss of office
or employment that occurs because of a takeover bid.

SIGNIFICANT SUPPLIERS AND CUSTOMERS ESSENTIAL TO THE GROUP

In accordance with the Companies Act 2006, we disclose the following which are considered to be essential suppliers
or customers to the business.

Suppliers
The suppliers are either single source suppliers or supply key materials. We have long term supply agreements with these
suppliers which helps mitigate the risk.

® Bekaert Companies — Global Carbon Steel

@ Allegheny Ludlum Corporation — Global Stainless Steel
® Solvay Solexis — Global PVDF

® 3M - Global High Strength Glass Filament Tapes

® Evonik — Global Nylon PA12 Supply

® Trelleborg CRP — Bend Stiffeners

Customers
Petrobras and BHP Billiton are key customers to the business accounting for over 67% of sales.

SUPPLIER PAYMENT POLICY

The Group’s policy, which is also applied by the Company, is to settle terms of payment with suppliers when agreeing the
terms of each transaction, ensure that suppliers are made aware of the terms of payment and abide by the terms of payment.
Trade creditors of the Group at 31 December 2008 were equivalent to 61 days’ purchases (2007: 45 days), based on the
average daily amount invoiced by suppliers during the year.

CHARITABLE AND POLITICAL CONTRIBUTIONS

During the year the Company made charitable donations of £35,000 (2007: £35,000) principally to local charities serving
the communities in which the Company operates.

No political donations were made or EU political expenditure incurred during the year.
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SUBSTANTIAL SHAREHOLDINGS

On 2 March 2009 the Company had been notified, in accordance with the Disclosure and Transparency Rules, of the
following interests in the ordinary share capital of the Company.

Number of Nature of
Name of Holder Shares Percentage Holding
Janus Capital Management LLC 8,643,229 8.57 Direct
Schroder Investment Management (UK) Itd 6,815,006 6.83 Indirect
William Blair & Co Ltd 6,528,897 6.55 Indirect
Invesco Asset Management Ltd 5,435,524 5.45 Direct
BlackRock Investment Management (UK) Ltd 4,506,665 4.52 Indirect
Baillie Gifford Co Ltd 4,377,244 4.39 Indirect
Legal & General Investment Management Ltd 4,340,778 4.35 Direct

DISABLED EMPLOYEES

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staff becoming disabled every effort is made to ensure that their employment within the
Group continues and that appropriate training is arranged. It is the policy of the Group that the training, career development
and promotion of disabled persons should, as far as possible, be identical to that of other employees.

EMPLOYEE CONSULTATION

The Group places considerable value on the involvement of its employees and has continued to keep them informed on
matters affecting them as employees and on the various factors affecting the performance of the Group. This is achieved
through formal and informal meetings. Employee representatives are consulted regularly on a wide range of matters affecting
their current and future interests.

ENVIRONMENT AND SOCIAL RESPONSIBILITY

The Group recognises that it is part of the wider community and strives to act responsibly to promote the interests
of the community. Further details of the Group’s approach to these issues are given on pages 26 to 29 of the Chief
Executive’s Review.
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EMPLOYEE SHARE PLANS

The Group is keen to promote employee involvement in the success and growth of the Group. A Sharesave plan is in place
and has been well received with over 75% of staff in the UK participating. It is open to all UK employees who can elect to save
up to £250 per month for 3 or 5 years and may then use the accumulated capital and interest to buy shares at the discounted
price fixed at the beginning of the savings period. An overseas plan equivalent to the UK plan, called the Overseas Sharesave
plan was introduced in 2008 and gives overseas employees rights called “SARs” being an interest in the growth of the share
price from a discounted price fixed at the beginning of the savings period.

PERFORMANCE SHARE PLAN

During the year executive directors and senior employees were granted nominal cost share options which vest over a three
year period when certain performance conditions set by the Remuneration Committee are met. Further details are given in
the Directors’ Remuneration Report.

Neither scheme has issued any shares.

RESEARCH AND DEVELOPMENT
Further details are provided in the Chief Executive’s Review on pages 14 and 15.

FINANCIAL INSTRUMENTS
Information about the use by the Company and its subsidiaries of financial instruments is given in note 23.

ARTICLES OF ASSOCIATION AND CAPITAL STRUCTURE

The Company’s Articles may only be amended by special resolution at a general meeting of the shareholders.

The Company’s authorised share capital as at 31 December 2008 was £1,500,000 divided into 150,000,000 ordinary
shares of £0.01 each. The Company’s issued share capital as at that date was 99,642,250 ordinary shares of £0.01 each,
each credited as fully paid.

The only change that took place to the share capital of the Company during the year was an issue of ordinary shares
to the Chairman under his contract of engagement as more fully described on page 53.

The resolutions being proposed at the Annual General Meeting include resolutions to allow the Directors to allot ordinary
shares and to dis-apply pre-emption rights in certain circumstances, in line with recent guidance issued by the Association
of British Insurers (the “ABI”). A resolution is also being proposed to increase the authorised share capital of the Company

to allow it to take full advantage of the ability to allot ordinary shares under these resolutions. Further details are set out in the
Notice of Meeting and explanatory notes on pages 90 to 97.

The rights and obligations attaching to the Company’s ordinary shares are set out in the Company’s Articles, copies of which
can be obtained from Companies House in the UK or by writing to the Company Secretary.

There are no restrictions on transfer or voting of securities in the Company and there are no agreements known to the Group
which might result in such restrictions. There are no shareholders carrying special rights with regard to control of the Company.
No shares held by employee share schemes of the Company have rights regarding control of the Group that are not directly
exercisable by employees.

At the Annual General Meeting of the Company on 19 May 2008, the Company was authorised, to purchase up to 9,957,975
of its own shares at a price between the nominal value and 105% of the market price. The resolutions being proposed at the
Annual General Meeting include a resolution to renew this authority.
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BUSINESS OF THE ANNUAL GENERAL MEETING

An explanation of the resolutions is attached to the Notice of Meeting on pages 91 and 92.

AUDITORS
Each of the persons who is a director at the date of this annual report confirms that:

® so far as the director is aware, there is no relevant audit information of which the Group’s auditors are unaware; and

® the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself aware
of any relevant audit information and to establish that the Group’s auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s234ZA of the Companies Act 1985.

On 1 December 2008 the Company’s auditors changed their name from Deloitte & Touche LLP to Deloitte LLP. Deloitte LLP
have expressed their willingness to continue in office as auditors and a resolution to reappoint them will be proposed at the
forthcoming Annual General Meeting.

Wellstream Holdings PLC
By order of the Board,

Rob Lamb
Company Secretary
16 March 2009
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STATEMENT OF COMPLIANCE WITH THE COMBINED CODE

The Financial Services Authority requires listed companies to disclose how they have applied, and complied with, the
provisions set out in section 1 of the Combined Code. For the 12 months to 31 December 2008, the Company has complied
fully with the provisions set out in section 1 of the Combined Code, except that one non-independent non-executive director
was a member of the Audit Committee contrary to C.3.1 of the Combined Code until his resignation on 8 April 2008. The
Company has been fully compliant since then.

THE BOARD

Board composition and independence

At the date of this report, the Board of Wellstream Holdings PLC consists of the Chairman, four executive directors and four
independent non-executive directors. The roles of Chairman and Chief Executive Officer are separate and each has clearly
defined responsibilities.

The Chairman’s main role is to lead the Board, ensuring its effectiveness in all aspects of its role and setting its agenda.

The Chairman is also responsible for ensuring that the directors receive accurate, timely and clear information; a process
that will be reviewed annually. Regular presentations are made to the Board on all aspects of the business including Strategy,
Health and Safety, R&D, Technology and Risk. The Chairman also ensures that the Company maintains clear communication
with shareholders, facilitates the effective contribution of non-executive directors in particular and ensures constructive relations
between executive and non-executive directors. The Chairman regularly meets the non-executive directors without the
executive directors being present. The Chairman devotes two days a week to the business of the Group, assisting in framing
and developing strategy. Following its review, the Nomination Committee is satisfied that the Chairman is able to dedicate
significant time to the business and that there has been no change in the level of his commitments since the last review.

The Chief Executive Officer is responsible for implementing Group strategy and for managing the Company.

The Board aims to embody an appropriate balance of skills and experience to support the Group’s strategy and performance
and has consequently appointed experienced non-executive directors who bring to the Group a wealth of skills and knowledge
of the oil and gas industry. All of the non-executive directors, Neil Gaskell, Francisco Gros, Sir Graham Hearne and Pat
Murray are considered to be independent non-executive directors.

The Board is satisfied that there are no relationships or circumstances which are likely to affect, or could appear to affect,
the judgement of these directors. Sir Graham Hearne is recognised as the Senior Independent Non-executive Director and
is available to shareholders should they have concerns that cannot be resolved through normal channels with the Chairman,
Chief Executive Officer or Finance Director. The independent non-executive directors meet annually without the Chairman
present to review the performance of the Chairman.

The non-executive directors are appointed for three year terms under letters of appointment and are entitled to a fee for their
services. They are not entitled to participate in any of the Group’s share schemes and are not eligible to join the Group’s
pension scheme. Other than their fees, no non-executive director received remuneration from the Group during the year.

The terms and conditions of appointment of the non-executive directors are available for inspection at the Annual General
Meeting or by any person during normal business hours at the Company’s registered office.
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THE ROLE OF THE BOARD

The Board has approved a schedule of matters specifically reserved for the Board’s attention. The types of decisions taken
by the Board include the approval of the Company’s strategy and annual budget and financial statements, acquisitions or
disposals, documents sent to the Company’s shareholders, changes in capital structure, dividends and matters relating to
its committees and evaluation of risk. Operational decisions are delegated to the Group’s management.

The Board holds ultimate responsibility for the management and success of the Company, developing strategy, scrutinising
performance and maintaining internal controls and corporate governance. Responsibility for the day-to-day management
of the Group is delegated to the Chief Executive Officer. Further, the Chief Operating Officer is responsible for managing
the operating functions of the Group and customer relations and service. The Chief Executive Officer is responsible for all
environmental and risk matters together with all employee/HR matters and external stakeholder issues.

All directors are to be appointed via the recommendation of the Nomination Committee chaired by the Senior Independent
Non-executive Director, Sir Graham Hearne. Directors must retire and offer themselves for re-election by shareholders every
three years in accordance with the Articles of the Company.

All directors joining the Company benefit from a tailored induction process familiarising them with the Group and updating their
existing skills based on reports to the Board, factory visits and briefings from advisers. This training includes environmental
and social issues. Regular Board meetings are held in Brazil and the USA in addition to Newcastle upon Tyne where factory
visits are also arranged for the directors as well as receiving presentations from business unit heads.

A formal evaluation of the effectiveness of the Board, Board Committees, and of individual directors was carried out during
the year. The results of the evaluation were reported to the Board.

The non-executive directors are available to meet shareholders through the year to discuss any concerns. No such meetings
were requested or took place during the year.

The Board holds meetings on a regular basis, at least five per year and additionally for specific purposes as and when required.
There were fourteen Board meetings in the year to 31 December 2008. Six meetings are scheduled in 2009. The number of
meetings of the Board and of its committees held during the year is given below, together with the attendance details of each
director or committee member:

Audit Remuneration Nomination
Number of meetings during the Board Committee Committee Committee
year ended 31 December 2008 14 3 8 4
John Kennedy 12 N/A N/A 4
Gordon Chapman 13 N/A N/A N/A
Chris Braithwaite 13 N/A N/A N/A
Chris Gilll 13 N/A N/A N/A
Sir Graham Hearne 12 3 7 4
Francisco Gros 11 N/A 8 4
Neil Gaskell 13 3 N/A N/A
Nils Stoesser (resigned 8 April 2008) 3 1 N/A N/A
Pat Murray 14 3 8 N/A
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COMMITTEES OF THE BOARD

The Board formally delegates certain of its responsibilities to committees by way of written terms of reference. The terms
of reference for the Board’s committees are on the Company’s website under Investor Relations. Details of each committee,
its membership and its terms of reference are summarised below.

Audit Committee

The current members of the Committee are Neil Gaskell (Chairman of the Committee), Sir Graham Hearne and Pat
Murray who are all independent non-executive directors. Nils Stoesser a non independent non executive director was
a member of the Committee until his resignation as a director and committee member on 8 April 2008. Mr Stoesser
represented Candover on the Board, a major shareholder at the time. All members of the Committee are financially
literate non-executive directors and Neil Gaskell is considered to have “recent and relevant financial experience”.

Further details about the Committee are included in the Audit Committee Report on page 48.

Remuneration Committee
The Committee comprises Francisco Gros (Chairman of the Committee), Sir Graham Hearne, and Pat Murray, all
independent non-executive directors.

The Committee met eight times during the year. Its principal activity is to review and make recommendations on the
remuneration of the executive directors. During the year the Committee approved the awards under the Company’s
share plans and the salary and bonus arrangements based on performance targets agreed by the Committee. Further
details about the Committee and details of the remuneration of directors are included in the Directors’ Remuneration
Report on page 49.

Nomination Committee

The Nomination Committee is responsible for appointments to the Board and reviewing the Board’s evaluation processes.
This includes the re-appointment of non-executive directors at the conclusion of their specified terms of office and the re-election
by shareholders of any director under the retirement by rotation provisions of the Company’s Articles of Association. The
Committee also considers plans that are in place for succession planning, appointments of senior management and reviews
the balance of skills and experience within the Company.

The Committee comprises Sir Graham Hearne (Chairman of the Committee), John Kennedy and Francisco Gros. A majority
of the Committee are independent non-executive directors.

The Committee met four times during the year to 31 December 2008. It reviewed and approved the evaluation process
of the Board, the appointment of an Executive Vice President and a Vice President Business Development both PDMRs
as well as a senior staff appointment.

It also reviewed and amended its terms of reference and conducted an evaluation of its own performance which was
found to be effective. The Terms of Reference are posted to the website.

Conflicts of Interest

The Companies Act 2006 sets out directors’ general duties which largely codify the existing law but with some changes.
Under the Companies Act 2006, from 1 October 2008 a director must avoid a situation where he has, or can have, a direct
or indirect interest that conflicts, or possibly may conflict, with the Company’s interests. The requirement is very broad and
could apply, for example, if a director becomes a director of another Company or a trustee of another organisation. The
Companies Act 2006 allows directors of public companies to authorise conflicts and potential conflicts where appropriate,
provided that the articles of association contain a provision to this effect. The Companies Act 2006 also allows the Articles

of Association to contain other provisions for dealing with directors’ conflicts of interest to avoid a breach of duty. The Articles
of Association approved by shareholders at the 2008 Annual General Meeting give the directors authority to approve such
situations and to include other provisions to allow conflicts of interest to be dealt with in a similar way to the current position.

There are safeguards that will apply when directors decide whether to authorise a conflict or potential conflict. First, only
directors who have no interest in the matter being considered will be able to take the relevant decision and, secondly, in
taking the decision the directors must act in a way they consider, in good faith, will be most likely to promote the Company’s
success. The directors will be able to impose limits or conditions when giving authorisation if they think this is appropriate.

WELLSTREAM HOLDINGS PLC ANNUAL REPORT AND ACCOUNTS 2008 :

CORPORATE GOVERNANCE REPORT



CORPORATE
GOVERNANCE REPORT

Conflicts of Interest (continued)

The Articles of Association approved by shareholders at the 2008 Annual General Meeting contain provisions relating to
confidential information, attendance at board meetings and availability of board papers to protect a director being in breach
of duty if a conflict of interest or potential conflict of interest arises. These provisions will only apply where the position giving
rise to the potential conflict has previously been authorised by the directors.

It is the Board’s intention to report annually on the Group’s procedures for ensuring that the Board’s powers to authorise
conflicts are operated effectively.

In accordance with the Companies Act 2006, each director declared any conflicts or potential conflicts for the consideration
of the Board as a whole. None was considered material. Other directorships held were authorised by non-conflicted
directors. There are no related party transactions involving the directors to report. The process of reviewing conflicts

will be conducted annually.

ACCOUNTABILITY AND AUDIT

Internal Control

The Board is responsible for the Group’s system of internal control. Such a system is designed to manage rather than
eliminate the risk of failure to achieve business objectives and can only provide reasonable and not absolute assurance
against material misstatement or loss.

The Board has monitored the effectiveness of the Group system of internal control during the year and reviewed reports
received from the Audit Committee addressing the result of its review of the risk assessment process as a whole. The Board
considers the Group system of internal control appropriate and effective.

The key procedures, which the directors have established with a view to providing effective internal control, are as follows:

INDICATION OF BUSINESS RISKS

Key business risks are recorded and reported against by an executive director who is responsible at Board level for these
matters. Regular reviews and periodic updates with senior executives and management are carried out. This process
considers the significant risks facing the Group. In identifying significant risks to which the Group is exposed it reviews
the results of any relevant internal audit work and agrees mitigating action, when possible.

Quality and Integrity of Personnel
The integrity and competence of personnel is ensured through high recruitment standards and subsequent training courses.
High quality personnel and HR management processes are seen as an essential part of the control environment.

Management Structure

The Board has overall responsibility for the Group. The management of the Group as a whole is delegated to the Chief
Executive Officer and the Executive Directors. Each executive director has been given responsibility for specific aspects of
the Group’s affairs. A clearly defined organisation structure exists within which individual responsibilities are identified and can
be monitored. The conduct of individual businesses is delegated to the local executive management teams. These teams are
accountable for the conduct and performance of their businesses within the agreed business strategy. Subject to delegated
authorities, they have full authority to act subject to the reserved powers and sanctioning limits laid down by the Board and
to Group policies and guidelines.

Internal Audit

The Group established an internal audit function in September 2007. It has an agreed programme of activities to review
compliance with procedures and assess the integrity of the control environment. Internal audit acts as a service to the
business by assisting with the continuous improvement of controls and procedures. Actions are agreed in response to
its recommendations and these are monitored by the Audit Committee to ensure that satisfactory control is maintained.
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Budgetary Process

A comprehensive budgeting system is in place, with annual budgets for all operating subsidiaries. The combined budget

is subject to consideration and approval by the Board. Management information systems provide the directors with relevant
and timely information required to monitor financial performance.

Investment Appraisal
Budgetary approval and defined authorisation levels regulate capital expenditure. As part of the budgetary process, the
Board considers proposals for research and development programmes.

Whistle Blowing Policy
The Group has in place a whistle blowing policy by which concerns may be reported and investigated confidentially.

Through these processes, the Board believes it had an appropriate system of internal controls in place throughout the period
and that the enhanced control environment established during 2007 complies with provision C.2.1 of the Combined Code
throughout 2008.

RELATIONS WITH SHAREHOLDERS

Dialogue with Institutional Shareholders

Most shareholder contact is with the Chief Executive Officer and Finance Director, however the Chairman, the Senior
Independent Non-executive Director and other directors as appropriate maintain contact with major shareholders to
understand their issues and concerns and are available for discussion with shareholders.

EMPLOYMENT POLICIES

We recognise that our employees are at the heart of delivering excellent service to our clients and customers, helping us
achieve our objectives.

Wellstream is fast gaining a reputation for being an ‘employer of choice’ within the communities within which we operate.
We are enhancing our relationships with universities based on the strength of our relationship with Newcastle University.
Our global retention rate for employees is 0.53%, which is well below the industry norm and we are proud of our Investors
in People award, which was achieved in the UK and has been maintained since 2001.

In 2009/10 we plan to expand our graduate scheme to Brazil and the USA, enabling our graduates to experience and
contribute to all Wellstream operating locations.

We have invested heavily in training and development during 2008, with targeted training provision in Health and Safety,
Continuous Improvement, ERP System and supervisory level development. We continue to facilitate the transfer of skills
between our operating facilities in Newcastle upon Tyne, UK, Panama City, Florida and Niterdi, Brazil, to broaden and deepen
our experience in manufacturing, and this is proving very successful. Our key development focus in 2009/10 will centre

on core competencies and management development.

We are proud of our culture of equal opportunity and diversity within the workplace and which is reflected throughout
Wellstream policies.

CONSTRUCTIVE USE OF THE AGM

The Annual General Meeting is to be held on 12 May 2009, and shareholders are encouraged to attend and to raise areas
of interest or concern to directors.

Regular reports are made to the Board concerning shareholder’s views and market expectations. Investor road shows have
been carried out to brief analysts and shareholders on the Group’s activities and information is regularly posted to the website.
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AUDIT COMMITTEE
REPORT

OVERVIEW

The names and qualifications of the members of the Committee are given in the Corporate Governance Report on page 45
and in the directors’ biographies on pages 34 —35. All members are financially literate, independent non-executive directors,
and the Board has determined that Neil Gaskell has relevant financial and audit committee experience. The Committee met
three times during the year and attendance is indicated in the table on page 44. The Audit Committee invites the Group
Finance Director, the Internal Auditor, and the lead partner and other senior representatives of the external auditors to attend
all of its meetings. The Committee held two private meetings during the year with the external auditor without the presence of
executive management. Other senior management are invited to attend as required for the Committee to discharge its duties.

Summary of the role of the Audit Committee
The Audit Committee’s role is to assist the Board’s oversight of:

® the integrity of the Company’s financial statements

e the Company’s compliance with applicable legal and regulatory requirements

@ the external auditor’s qualifications and independence

o the performance of the Company'’s internal audit function, and of the external auditors
@ the adequacy of the Company’s financial disclosure, and

o the effectiveness of the Company’s risk management and internal control systems

During the year the Audit Committee has evaluated and made recommendations to the Board about the appropriateness of
accounting policies and practices, areas of accounting judgement, compliance with Accounting Standards, stock exchange
and legal requirements and the results of the external audit and internal audit. It has reviewed the Annual Financial Statements
for 2007 and the unaudited interim report for the first half of 2008 and recommended formal adoption of the financial
statements and reports by the Board. It has also reviewed other statements released to the stock exchange, shareholders
and the financial community.

The Committee has reviewed the output from the group-wide process used to identify, evaluate and mitigate risks and the
effectiveness of the system of internal control. The Committee oversees Internal Audit, approves the department’s programme
of work and has reviewed reports on the audits and other investigations undertaken by Internal Audit.

The Audit Committee manages the relationship with external auditors on behalf of the Board. It has reviewed the external
auditor’s independence and performance, approved the terms of their appointment, the audit plan and remuneration for
2008. The Committee has agreed that the external audit partner will be replaced by rotation in 2009 after completion of the
2008 audit having served the Company in this capacity for 5 financial years.

The Committee has also established a policy for limiting non audit and non audit related services supplied by the external
auditors. It has set a target that fees for non audit services should not normally exceed audit and audit related fees unless
specifically approved by the Committee. The audit and audit related fees for 2008 comprised 43% (£217,000) of total fees
paid to the auditors. Non-audit fees related mainly to tax compliance (£163,000) and remuneration advice (£112,000).

The excess over the target ratio was due to the provision of remuneration advice to the Remuneration Committee and was
approved in advance by the Audit Committee. The Committee concluded that the independence of the external auditors
continues to be maintained.

The Committee carried out an evaluation of its effectiveness in March and areas for future focus which were identified have
been included in the Committee’s agenda for 2009.

The Committee is responsible for monitoring the implementation of the Group’s Whistleblowing Policy enabling employees to
submit concerns confidentially or anonymously, and to ensure independent investigation with follow-up action where suitable.
A copy of this policy may be viewed on the Company’s website www.wellstream.com.

The Chairman of the Audit Committee will be available at the Annual General Meeting to answer any questions about the
work of the Committee.

Neil Gaskell
Chairman of the Audit Committee
16 March 2009
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DIRECTORS’
REMUNERATION REPORT

INTRODUCTION

This report has been prepared in accordance with Schedule 7A to the Companies Act 1985 (“the Act”). The report also
meets the relevant requirements of the Listing Rules of the Financial Services Authority and describes how the Board has
applied the principles relating to directors’ remuneration. As required by the Act, a resolution to approve the report will be
proposed at the Annual General Meeting of the Company at which the financial statements will be approved.

The Act requires the auditors to report to the Company’s members on certain parts of the Directors’ Remuneration Report and
to state whether in their opinion those parts of the report have been properly prepared in accordance with the Companies
Act 1985. The report has therefore been divided into separate sections for audited and unaudited information.

UNAUDITED INFORMATION
Remuneration Committee

The members of the Committee are Chairman Francisco Gros, Sir Graham Hearne and Pat Murray. They are all independent
non-executive directors.

None of the Committee has any personal financial interest (other than as shareholders), conflicts of interests arising from
cross-directorships or day-to-day involvement in running the business. The Committee makes recommendations to the
Board. No director plays a part in any discussion about his or her own remuneration.

The Committee appointed Deloitte LLP executive remuneration consulting team to provide advice on market practice
and current trends in directors’ remuneration and benchmarking data. Deloitte LLP are the Company’s auditors. The
Audit Committee has considered the independence of the auditors in relation to the provision of non-audit services
to the Group and has concluded that the independence of the auditors is not compromised.

The Terms of Reference are available to view on the Company’s website www.wellstream.com.
During the year, the principal activities of the Committee have been to

® Review and set remuneration for the executive directors including performance
targets for salaries, bonuses and share based incentives

@ Consider the Chairman’s bonus payment

@ Consider reports on corporate governance matters relating to remuneration

@ Carry out a review of the effectiveness of the Committee

® Review and set remuneration for other Persons Discharging Managerial Responsibility

REMUNERATION POLICY FOR THE EXECUTIVE DIRECTORS

Executive remuneration packages are designed to attract, motivate and retain directors of the high calibre needed to maintain
the Group’s position as a market leader and to reward them for achieving appropriate levels of performance and for enhancing
value to shareholders. The performance measurement of the executive directors and key members of senior management
and the determination of their annual remuneration package are undertaken by the Committee.

There are five main elements of the remuneration package for executive directors and senior management:

® basic annual salary

® benefits-in-kind

® annual bonus payments which cannot exceed 100% of basic salary

® Performance Share Plan awards and

® pension arrangements.

Executive directors are entitled to accept appointments outside the Company providing that the Chairman’s permission is sought.

In setting the remuneration of executive directors, the Committee takes into consideration aspects of remuneration elsewhere
within the Group together with the wider remuneration environment.
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DIRECTORS’
REMUNERATION REPORT

BASIC SALARY

An executive director’s basic salary is normally reviewed by the Committee prior to the beginning of each year and when

an individual changes position or responsibility. In deciding appropriate levels, the Committee considers the Group as a
whole and relies on objective research which gives up-to-date information. Benchmarking data was reviewed which included
an all sector analysis of the FTSE 250, other published survey data and comparator companies within the Company’s sector.
Executive directors’ contracts of service which include details of remuneration will be available for inspection at the Annual
General Meeting.

BENEFITS-IN-KIND
The executive directors receive certain benefits-in-kind, principally a car and private medical insurance.

ANNUAL BONUS PAYMENTS

The Committee establishes the objectives that must be met for each financial year if a cash bonus is to be paid. In setting
appropriate bonus parameters the Committee refers to market practice. Bonus targets for 2008 were based on EBITDA. The
maximum performance-related bonus that can be paid is 100% of basic annual salary for the CEO and 80% of basic salary for
the COO and FD. Maximum bonus payments for the year ended 31 December 2008 were paid as the target was exceeded.

PERFORMANCE SHARE PLAN

The Performance Share Plan (PSP) was designed to align the interests of shareholders and directors by means of performance
targets. The Committee has responsibility for supervising the scheme and the grant of awards subject to performance
conditions under its terms.

The performance criterion that must be met requires the Company’s aggregate earnings per share to exceed certain targets
set by the Remuneration Committee over a three year period. Thereafter the option may be exercised for the remaining part
of its five year life without further test.

The proportion of the award that a participant in the PSP will ultimately receive will depend on the Company’s aggregate
earnings per share (EPS) over a three year period commencing at the beginning of the financial year in which the award is
made. The EPS targets are set by the Remuneration Committee based on its expectations regarding the Company’s
prospects over the period.

For awards made in 2007, the EPS targets are as follows:

Aggregate EPS for 2007, 2008 and 2009 financial years % of award to which participant is entitled
65p 30%

75p 50%

85p 100%

The aggregate EPS target of 85p set for the awards to vest in full exceeded company financial forecasts and the consensus
of brokers’ forecasts for the performance period.

The performance targets for awards made in 2008 were set in a similar manner and will be disclosed in the Directors’
Remuneration Report for the year ended 31 December 2009.

The Performance Share Plan rules permit a maximum of 200% of salary to be available for an award in exceptional
circumstances at the discretion of the Committee.
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POLICY REVIEW

The Committee is currently reviewing overall remuneration policy including the performance measures for the annual
bonus and the Performance Share Plan taking into account current conditions and institutional guidelines. No increases
in base salary have been awarded for 2009. The annual bonus will be measured against EBITDA, working capital and
personal objectives, and the potential value of the long term share incentive awards will be considered by the Committee
when setting the relevant targets, and before deciding on an award of shares expressed as a lower percentage of salary
under the PSP.

SAVE AS YOU EARN SHARE SCHEME (SAYE)

The Group also operates an SAYE scheme where options may be granted at up to a 20% discount to market value at
date of grant. The executive directors are not eligible to participate in this scheme.

OVERSEAS SHARESAVE SCHEME

During the year, the Group set up a Share Appreciation Rights Scheme to mirror in effect the UK SAYE scheme whereby
overseas staff can acquire an interest in the rise in the Company’s share price over a three year savings period on an initial
discounted fixed price.

PENSION ARRANGEMENTS
A sum is paid to money purchase (defined contribution) arrangements for the executive directors and life cover is also provided.

PERFORMANCE GRAPH

The following graph shows the Group’s performance, measured by total shareholder return, compared with an appropriate
comparator of the FTSE Mid 250 (excluding investment trusts) of which the Company was a constituent during the year.
The graph is based on average monthly data to 31 December 2008.

WELLSTREAM IS IN THE FTSE 250 INDEX
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EXECUTIVE DIRECTORS

It is the Company’s policy that executive directors should have contracts with an indefinite term providing for a maximum of one
year’s notice by either party. None of the contracts have provisions for compensation to be payable upon early termination of
contracts.

John Kennedy Chairman has a fixed term three year contract. None of the executive directors’ contracts of employment
contain liquidated damages clauses or clauses effective upon a change of control.

The details of the executive directors’ service contracts who served during the year are summarised in the table below:

Name of director Date of contract Notice period
John Kennedy 11 April 2007 12 months
Gordon Chapman 11 April 2007 12 months
Chris Braithwaite 11 April 2007 12 months
Chris Gilll 7 January 2008 12 months

NON-EXECUTIVE DIRECTORS

All the non-executive directors have specific terms of engagement set out in letters of engagement for a three year period.
Their fees are determined by the Board within the limits set by the Articles of Association and based on independent surveys
of fees paid to non-executive directors of similar companies. The basic fee paid to Sir Graham Hearne is £60,000 pa as the
Senior Independent non-executive Director. Each of the other non-executive directors is paid a fee of £50,000 pa.

The non-executive directors receive further fees for additional work performed for the Group in respect of chairing of the
Remuneration Committee, Nomination Committee and Audit Committee. The additional fees paid during the year were at
a rate of £5,000 pa for chairing of a committee. Non-executive directors cannot participate in any of the Company’s share
schemes and are not eligible to join the Company’s pension scheme.

All of the service contracts and letters of engagement will be available for inspection before and during the Annual General Meeting.

AUDITED INFORMATION

Aggregate directors’ remuneration
The following amounts relate to directors’ remuneration paid to directors who served during the year:

2008 2007

£ £

Emoluments 2,231,322 1,436,757
Gains on exercise of share options - 3,624,616
Money purchase pension contributions 132,998 90,173

2,364,320 5,151,546
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DIRECTORS’ EMOLUMENTS

The following relates to directors’ emoluments and compensation paid to directors who served during the year.

Fees/Basic Benefits Annual 2008 2007
salary in kind bonuses total total
Name of director £ £ £ £ £
Executive
John Kennedy 200,000 - - 200,000 181,221
Gordon Chapman 409,000 8,173 400,000 817,173 631,975
Chris Braithwaite 289,000 2,994 224,000 515,994 416,408
Chris Gilll 254,823 5,832 200,000 460,655 -
Non-Executive
Sir Graham Hearne 65,000 - - 65,000 50,065
Pat Murray 50,000 - - 50,000 25,000
Neil Gaskell 55,000 - - 55,000 55,000
Nils Stoesser resigned 8 April 2008 12,500 - - 12,500 38,319
Francisco Gros 55,000 - - 55,000 38,769
Aggregate emoluments 1,390,323 16,999 824,000 2,231,322 1,436,757

CHAIRMAN’S AWARD

John Kennedy (Chairman) is paid a fee of £200,000 per annum and is eligible to receive an annual discretionary allocation
of shares over a three year period from the date of Admission. At the discretion of the Remuneration Committee, he may

be awarded each year a number of Wellstream shares calculated by dividing up to £250,000 by the share price (£3.20) on
Admission (1 May 2007). For each annual award, 80% is issued to him on or within 30 days of the anniversary of the date of
Admission (1 May) of the relevant year. The remaining 20% of the first and second awards, and all of the third award, are to
be issued to him on or within 30 days of the third anniversary of the date of Admission (1 May 2010) provided he remains in
employment with the Company at that date. If his employment terminates prior to that date, the Remuneration Committee
may determine the amount of deferred allocation to be issued to him, if any. John Kennedy is not a member of any
Wellstream pension scheme. Details of the 2008 and 2009 awards are given below:

Value as No of Vesting date
at date of shares 80% Date of Balance for balance Vesting
Name of Director Admission of award Award of award of award criterion
John Kennedy (2008) £3.20 per share 62,500 1 May 2008 15,625 1 May 2010  Remaining
in service
at relevant
vesting date
John Kennedy (2009) £3.20 per share 62,500 1 May 2009 15,625 1 May 2010  Remaining
in service
at relevant

vesting date
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DIRECTORS’ PERFORMANCE SHARE PLAN

Value at

No of date of Performance Vesting Exercise
shares award period criteria Lapsed price
Gordon Chapman (2007) 79,327 £5.20 1 Jan Exceed - 1p per
per share 2007 - 31 EPS share

Dec 2009 targets
Gordon Chapman (2008) 35,336 £14.15 1 Jan Exceed - 1p per
per share 2008 — 31 EPS share

Dec 2010 targets
Chris Braithwaite (2007) 44,230 £5.20 1 Jan Exceed - 1p per
per share 2007 - 31 EPS share

Dec 2009 targets
Chris Braithwaite (2008) 19,788 £14.15 1 Jan Exceed - 1p per
per share 2008 - 31 ERS share

Dec 2010 targets
Chris Gill (2008) 17,667 £14.15 1 Jan Exceed - 1p per
per share 2008 - 31 EPS share

Dec 2010 targets

Note: There have been no variations to the terms and conditions or performance criteria under the Performance Share

Plan during the financial year.

The market price for Wellstream shares at the year end was £3.55 per share and at 1 January 2008 was £10.83. The lowest

and highest share prices during the year were £3.25 and £14.72 respectively.

DIRECTORS’ PENSION ENTITLEMENTS

The Company paid a contribution to the pension arrangements of the executive directors, Gordon Chapman, Chris Braithwaite

and Chris Gill as follows:

2008 Rate 2007
Gordon Chapman 79,998 20% 50,667
Chris Braithwaite 28,000 10% 21,666
Chris Gilll 25,000 10% -
Total 132,998 72,333

APPROVAL
This report was approved by the Board of Directors on 16 March 2009 and signed on its behalf by:

Francisco Gros
Chairman of the Remuneration Committee
16 March 2009
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STATEMENT OF
DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the Annual Report,
Directors’ Remuneration Report and the financial statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. The directors are required by
the IAS Regulation to prepare the Group financial statements under International Financial Reporting Standards (IFRSs) as
adopted by the European Union and have also elected to prepare the parent Company financial statements in accordance
with IFRSs as adopted by the European Union. The financial statements are also required by law to be properly prepared in
accordance with the Companies Act 1985 and Article 4 of the IAS Regulation.

International Accounting Standard 1 requires that financial statements present fairly for each financial year the Group’s
financial position, financial performance and cash flows. This requires the faithful representation of the effects of transactions,
other events and conditions in accordance with the definitions and recognition criteria for assets, liabilities, income and expenses
set out in the International Accounting Standards Board’s ‘Framework for the preparation and presentation of financial
statements’. In virtually all circumstances, a fair presentation will be achieved by compliance with all applicable IFRSs.
However, directors are also required to:

® properly select and apply accounting policies;

@ present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable
information; and

® provide additional disclosures when compliance with the specific requirements in IFRSs is insufficient to enable users
to understand the impact of particular transactions, other events and conditions on the entity’s financial position and
financial performance.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time
the financial position of the Company and enable them to ensure that the financial statements comply with the Companies
Act 1985. They are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

The directors, whose names and functions are set out on pages 34 and 35 of the Annual Financial Report, confirm that
to the best of their knowledge:

(a) the financial statements, prepared in accordance with International Financial Reporting Standards as adopted by the EU,
give a true and fair view of the assets, liabilities, financial position and profit or loss of the company and the undertakings
included in the consolidation taken as a whole; and

(b) the management report, which is incorporated by reference into the Directors' Report, includes a fair review of the
development and performance of the business and the position of the company and the undertakings included in the
consolidation taken as a whole, together with a description of the principal risks and uncertainties they face.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WELLSTREAM HOLDINGS PLC

We have audited the Group and Parent Company financial statements (the “financial statements”) of Wellstream Holdings
PLC for the year ended 31 December 2008 which comprise the Group Income Statement, the Group and Parent Company
Statements of Recognised Income and Expense, the Group and Parent Company Balance Sheets, the Group and Parent
Company Cash Flow Statements, and the related notes 1 to 30. These financial statements have been prepared under

the accounting policies set out therein. We have also audited the information in the Directors' Remuneration Report that

is described as having been audited.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might state to the Company’s members those matters we are required
to state to them in an Auditors’ Report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the Company and the Company’s members as a body, for our audit work,
for this report, or for the opinions we have formed.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements
in accordance with applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European
Union are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements and the part of the Directors’ Remuneration Report to be audited
in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

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

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

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

We read the other information contained in the Annual Report as described in the contents section and consider whether

it is consistent with the audited financial statements. We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial statements. Our responsibilities do not extend to any
further information outside the Annual Report.
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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 and the part of the Directors' Remuneration Report to be audited. 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 Group's and Parent 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 and the part of
the Directors’ Remuneration Report to be audited are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements and the part of the Directors’ Remuneration Report to be audited.

OPINION

In our opinion:

@ the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union,
of the state of the Group’s affairs as at 31 December 2008 and of its profit for the year then ended;

@ the parent company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European
Union as applied in accordance with the provisions of the Companies Act 1985, of the state of the Parent Company’s
affairs as at 31 December 2008;

@ the financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in
accordance with the Companies Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation; and

@ the information given in the Directors' Report is consistent with the financial statements.

Dell-u M L’Vd

Deloitte LLP

Chartered Accountants and Registered Auditors
Newcastle upon Tyne

16 March 2009
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GROUP INCOME

STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2008

Notes 2008 2007
£000 £000
Revenue 4,5 369,935 266,310
Cost of sales (252,137) (187,382)
Gross profit 117,798 79,428
Administrative expenses (37,795) (32,963)
Other operating income 1,001 1,096
Operating profit 6,7 81,004 47,561
Foreign exchange (losses) / gains on financing 8 (96) 2,755
Finance income 9 1,150 1,115
Finance expenses 10 (4,582) (9,691)
Profit before tax 77,476 41,740
Income tax expense 11 (24,748) (12,727)
Profit for the year (all attributable to equity holders of the parent) 52,728 29,013
Basic earnings per ordinary share 13 52.9 31.8
Diluted earnings per ordinary share 13 52.3 31.6
All results are derived from continuing operations.
FOR THE YEAR ENDED 31 DECEMBER 2008
Group Company
2008 2007 2008 2007
£000 £000 £000 £000
Exchange differences on translation of foreign operations 8,603 7,578 - -
Net income recognised directly in equity 8,603 7,578 - -
Profit / (loss) for the year 52,728 29,013 12,473 (4,133)
Total recognised income / (expense)
(all attributable to equity holders of the parent) 61,331 36,591 12,473 (4,133)

As permitted by Section 230 of the Companies Act 1985, the income statement of the parent Company is not presented
as part of these accounts. The parent Company’s result for the year was a £12,473,000 profit (2007 —£4,133,000 loss).
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BALANCE
SHEETS

AS AT 31 DECEMBER 2008

Group Company
Notes 2008 2007 2008 2007
£000 £000 £000 £000
Non-current assets
Investments 14 - - 2,920 794
Goodwill 15 39,107 39,107 - -
Property, plant and equipment 16 107,332 59,350 - -
146,439 98,457 2,920 794
Current assets
Inventories 17 50,082 29,247 - -
Trade and other receivables 18 180,652 136,307 77,264 67,250
Cash and cash equivalents 7,407 5,904 - -
238,141 171,458 77,264 67,250
Total assets 384,580 269,915 80,184 68,044
Current liabilities
Trade and other payables 21 (128,200) (106,728) - -
Current tax liabilities (12,438) (1,030) (1,527) -
Interest bearing loans and borrowings 22 (6,803) (5,148) - -
(147,441) (112,906) (1,527) -
Net current assets 90,700 58,552 75,737 67,250
Non-current liabilities
Interest bearing loans and borrowings 22 (66,417) (47,439) - -
Deferred tax liabilities 20 (8,925) (6,782) - -
Total liabilities (222,783) (167,127) - -
Net assets 161,797 102,788 78,657 68,044
Shareholders’ equity
Share capital 24 996 996 996 996
Share premium account 26 66,697 66,697 66,697 66,697
Translation reserve 26 15,954 7,351 - -
Capital redemption reserve 26 30 30 30 30
Share based payment reserve 26 - - 2,919 793
Retained earnings 26 78,120 27,714 8,015 472)
Total equity 26 161,797 102,788 78,657 68,044

These financial statements were approved by the Board of directors and authorised for issue on 16 March 2009.

Signed on behalf of the Board of directors

E' L'ﬂ.r-.‘.r—_,_l_l

Gordon Chapman
Director

Chris Gill
Director
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CASH FLOW
STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2008

Group Company
2008 2007 2008 2007
£000 £000 £000 £000
Profit / (loss) for the year 52,728 29,013 12,473 (4,133)
Share based payments 2,126 4,467 - 3,674
Depreciation of property, plant and equipment 8,134 5,275 - -
Gain on disposal of property, plant and equipment (636) (29) - -
Finance income (1,150) (1,115) - -
Finance expenses 4,582 9,691 - -
Tax 24,748 12,727 1,527 5)
Foreign exchange losses / (gains) on financing 96 (2,755) - -
Increase in inventories (17,981) (13,246) - -
Increase in receivables (41,713) (65,696) (10,014) (66,244)
Increase in payables 18,545 54,332 - -
Cash from operations 49,479 32,664 3,986 (66,708)
Income taxes paid (9,997) (4,464) - 21)
Interest received 1,150 1,115 - -
Interest paid (4,375) (4,229) - -
Net cash increase / (decrease) from operating activities 36,257 25,086 3,986 (66,729)
Investing activities
Purchases of property, plant and equipment (51,865) (16,744) - -
Proceeds on disposal of property, plant and equipment 752 38 - -
Net cash used in investing activities (51,113) (16,706) - -
Financing activities
Gross proceeds of new debt 60,936 62,526 - -
Repayments of debt (42,000) (115,304) = -
Net proceeds / (repayment) on new financing 18,936 (52,778) - -
Proceeds on issue of share capital - 75,063 - 75,063
Redemption of own shares - (80) - (80)
Costs of issuing equity - (8,304) - (8,304)
Debt refinancing costs (150) (1,088) - -
Dividends paid (3,986) - (3,986) -
Net cash increase / (decrease) from financing activities 14,800 12,863 (3,986) 66,729
Net (decrease) / increase in cash and cash equivalents (56) 21,243 - -
Foreign exchange movements on translation of cash balances (96) 374 - -
Cash and cash equivalents at beginning of year 756 (20,861) - -
Cash and cash equivalents at end of year 604 756 - -
Cash and cash equivalents and bank overdrafts
at end of year comprise:
Cash and cash equivalents 7,407 5,904 - -
Bank overdrafts (6,803) (5,148) - -
604 756 - -
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ACCOUNTING
POLICIES

1. GENERAL INFORMATION

Wellstream Holdings PLC (“the Company”) is a Company incorporated in England and Wales under the Companies Act 1985
and is domiciled in the United Kingdom. The address of the registered office is given within the Shareholders’ Information
section of the Annual Report. The Group comprises Wellstream Holdings PLC and its subsidiaries. The nature of the Group’s
operations and its principal activities are set out in note 5 and within the Directors’ report.

2. ADOPTION OF NEW AND REVISED STANDARDS

Three interpretations issued by the International Financial Reporting Interpretations Committee became effective in the
current year. These are IFRIC 12 Service Concession Agreements, IFRIC 13 Customer Loyalty Programmes and IFRIC 14
IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction. The adoption of these
standards has not led to any changes in the Group’s Accounting policies.

In addition, the Group elected to adopt the following in advance of the effective date during the previous financial year:
e IFRS 8 Operating Segments (effective for accounting periods beginning on or after 1 January 2009)

At the date of authorisation of these financial statements, the following standards and Interpretations which have not been
applied in these financial statements were in issue but not yet effective (and in some cases not yet adopted by the EU):

e IFRS 1 /1AS 27 Consolidated and Separate Financial Statements (@amended January 2009; effective for accounting
periods beginning on or after 1 January 2009)

® |IFRS 2 Share Based Payment; Vesting Conditions and Cancellations (amended January 2008; effective for accounting
periods beginning on or after 1 January 2009)

e |FRS 3 Business Combinations (revised January 2008; effective for accounting periods beginning on or after 1 July 2009)
® |IAS 1 Presentation of Financial Statements (amended December 2008; effective for accounting periods beginning on
or after 1 January 2009)
® |AS 23 (Revised) Borrowing Costs (amended December 2008; effective for accounting periods beginning on or after
1 January 2009)
® |AS 27 Consolidated and Separate Financial Statements (revised July 2008; effective 1 July 2009)
® |AS 32 / 1AS 1 Financial Instruments: Presentation (amended January 2009; effective for accounting periods beginning
on or after 1 January 2009)
e IFRIC 15 Agreement for the construction of Real Estate (effective for accounting periods beginning on or after 1 July 2009)
@ |FRIC 16 Hedges of a Net Investment in a Foreign Operation (effective for accounting periods beginning on or after
1 October 2008)
e |IFRIC 17 Distributions of Non-cash Assets to Owners (effective for accounting periods beginning on or after 1 July 2009)
e IFRIC 18 Transfers of Assets from Customers (effective for accounting periods beginning on or after 1 July 2009)

The directors anticipate that, with the exception of IAS 23 (Revised), the adoption of these standards and interpretations in
future periods will not have a material impact on the financial statements of the Group. IAS 23 (Revised) requires that all eligible
borrowing costs incurred in respect of qualifying assets are capitalised as part of the cost of those assets. It is currently
Group policy to expense all such borrowing costs as incurred and therefore the adoption of IAS 23 (Revised) will require a
change in accounting policy. However, this change in accounting policy would not be retrospective and so would not impact
on previously reported results. The impact of this future change in accounting policy on the Group’s financial statements is
not reasonably estimable, as the nature of future borrowings, and the existence of qualifying assets is not yet known.
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3. SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The consolidated financial information has been prepared under the historical cost convention, except for the revaluation of
certain financial instruments, in accordance with International Financial Reporting Standards (“IFRSs”) and the Companies
Act 1985 as applicable to companies reporting under IFRSs. The financial statements have also been prepared in accordance
with IFRSs adopted for use in the European Union and therefore comply with Article 4 of the EU IAS Regulation.

As described within the Financial Review, the financial statements continue to be prepared on the going concern basis.

Basis of consolidation

The consolidated financial information includes the results, cash flows and assets and liabilities of Wellstream Holdings PLC
(the Company) and the enterprises under its control (its subsidiaries). Control is defined as the ability to govern the financial
and operating policies of an investee enterprise so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of disposal. Adjustments are made, where necessary, to the financial
statements of subsidiaries to bring their accounting policies into line with Group policies. All intra-Group transactions,
balances, income and expenses are eliminated on consolidation.

Jointly controlled entities are those entities over which the Group has joint control established by contractual agreement.
The consolidated financial statements include the Group’s proportionate share of the entities’ assets, liabilities, income and
expenses with items of similar nature on a line by line basis, from the date that joint control commences, until the date that
joint control ceases.

Goodwill

On the acquisition of a business, fair values are attributed to the net assets acquired. Goodwill arises where the fair value of
the consideration given exceeds the fair value of the net assets acquired. Goodwiill is recognised as an asset at cost and is
subsequently measured at cost less any accumulated impairment losses. Goodwill is reviewed for impairment at least annually,
with impairments being recognised immediately in the income statement. Goodwill is allocated to cash generating units for
the purpose of impairment testing. An impairment loss recognised for goodwill is not reversed in a subsequent period.

On the disposal of a business, goodwill relating to that business remaining on the balance sheet is included in the determination
of the profit or loss on disposal.

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

Property, plant and equipment

Property, plant and equipment is recorded at historical cost, net of accumulated depreciation and any provision for impairment.
Depreciation is provided at rates calculated to write off the cost, less estimated residual value, of each asset on a straight-line
basis over its expected useful life as follows:

® | easehold improvements — between 15 and 30 years
® Freehold buildings — 30 years
® Plant and equipment — between 3 and 15 years

Freehold land is not depreciated.

Property, plant and equipment is impaired if its recoverable amount falls below its carrying value. Impairment losses are charged
to the income statement immediately. A reversal of an impairment loss is recognised immediately in the income statement.

Assets under construction represent buildings and plant pending installation, and are stated at cost less accumulated
impairment losses. Costs include construction and other directly attributable costs. No provision for depreciation is made
until such time when the assets are completed and ready for use.
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Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials and, where applicable,
direct labour costs and overheads that have been incurred in bringing the inventories to their current location and condition.
Cost is calculated using the average cost method. Net realisable value represents the estimated selling price less all estimated
costs of completion and costs to be incurred in marketing, selling and distribution.

Cash and cash equivalents
Cash and cash equivalents comprise cash-in-hand and bank overdrafts, where there is right of offset. Bank overdrafts
are presented as current liabilities to the extent that there is no right of offset with cash balances.

Operating profit
Operating profit is stated before exchange gains on financing, finance income and finance expenses.

Recognition of revenue and costs under construction contracts

The Group follows the generally accepted practice of accounting for construction contracts. Under this method, revenue
and costs are recognised according to the stage of completion reached in the contract by reference to the extent to which
obligations identified at the commencement of the contract are considered to have been met. These obligations may be
contractual or non-contractual. Variations in contract work and incentive payments are included to the extent that they
have been formally agreed with the customer.

Profit is only recognised where the outcome of a contract can be reliably estimated. Typically, for pipe manufacture contracts,
this means that profit is recognised on a stage of completion basis. For installation contracts, profit is recognised in accordance
with the risk profile of the contract as assessed by management. The pattern of revenue recognition for installation contracts
will depend on individual contract circumstances and terms.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent
that it is probable that contract costs incurred will be recovered. Contract costs are recognised as expenses in the period
in which they are incurred. When it is probable that total contract costs will exceed total contract revenue, the expected
loss is recognised as an expense immediately.

Recognition of revenue other than under construction contracts

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for
goods and services provided in the normal course of business, net of trade discounts, VAT and other sales related taxes.
With the exception of goods sold under construction contracts, sales of goods are recognised when goods are delivered
and title has passed.

Research and development

Expenditure on research activities is charged as an expense in the period in which it is incurred. Development costs which
are expected to generate probable future economic benefits are capitalised in accordance with IAS 38 Intangible Assets
and amortised on a straight-line basis over their useful economic lives. All other development expenditure is charged to
the income statement.

Borrowing costs
Borrowing costs are recognised as an expense in the period in which they are incurred.

Government grants
Government grants are recognised as income over the periods necessary to match them with the related costs.

Leasing
Operating lease rentals are charged to the income statement on a straight line basis over the term of the lease.
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Taxation

The charge for taxation is based on the result for the year and takes into account current and deferred taxation. The charge
is recognised in the income statement except to the extent that it relates to items recognised in equity, in which case it is
recognised in equity.

The current tax charge is based on the taxable profit for the year. Taxable profit differs from profit as reported in the income
statement because it excludes items of income or expenses that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible.

Deferred taxation is provided for all temporary differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date.

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Retirement benefits

The Group operates a defined contribution scheme for eligible employees. The pension costs are charged to the profit and
loss account as they become payable. The assets of the scheme are held separately from those of the Group in independently
administered funds. The amount charged against profits represents the contributions payable to the schemes in respect of
the accounting period.

Foreign currencies
The financial statements for each of the Group’s subsidiaries are prepared using their functional currency. The functional
currency is the currency of the primary economic environment in which an entity operates.

In preparing the financial statements of the individual companies, transactions in currencies other than the entity’s functional
currency (foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transactions. At each
balance sheet date, monetary assets and liabilities that are denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date.

On consolidation, assets and liabilities of overseas subsidiaries and associates are translated into sterling at the market rates
ruling at the balance sheet date. Trading results are translated at the average rates for the period. Exchange differences arising
on the consolidation of the investment in overseas subsidiaries and joint ventures, together with those on foreign currency
loans accounted for as net investment hedges, are taken to equity.

On the disposal of a business, the cumulative exchange differences previously recognised in the foreign currency translation
reserve relating to that business are transferred to the income statement as part of the gain or loss on disposal.

Financial guarantee contract liabilities
Financial guarantee contract liabilities are measured initially at their fair values and are subsequently measured at the higher of:

@ the amount of the obligation under the contract, as determined in accordance with IAS 37 Provisions, Contingent
Liabilities and Contingent Assets; and

@ the amount initially recognised less, where appropriate, cumulative amortisation recognised in accordance with the
revenue recognition policies set out above.

Financial instruments
Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party
to the contractual provisions of the instrument.

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active
market are classified as loans and receivables. Loans and receivables are measured at amortised cost using the effective
interest method, less any impairment. Interest income is recognised by applying the effective interest rate, except for
short-term receivables when the recognition of interest would be immaterial.
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Bank borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs. Finance
charges, including premiums payable on settlement or redemption and direct issue costs, are accounted for on an accruals
basis in the income statement using the effective interest method and are added to the carrying amount of the instrument
to the extent that they are not settled in the period in which they arise.

Trade payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost.

Equity instruments
Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.

Derivative financial instruments and hedge accounting

The Group’s activities expose it to the financial risks of changes in foreign currency exchange rates and interest rates. Where
appropriate, the Group uses derivative financial instruments, principally foreign currency and interest rate swaps and caps, to
reduce its exposure to exchange rate and interest rate movements. The Group does not enter into derivatives for speculative
or trading purposes. The use of financial derivatives is governed by the Group’s policies approved by the Board of Directors.

Under IFRS derivative financial instruments are recognised as assets and liabilities measured at their fair values at the balance
sheet date. The Group has chosen not to use hedge accounting to date and therefore changes in the fair value of any derivative
instruments are recognised in the income statement as they arise.

Share based payments
In accordance with IFRS 2, the fair value of equity settled share options granted is recognised as an employee expense
with a corresponding increase in equity.

The fair value is measured at the date of grant and the charge is only amended if vesting does not take place due to non-
market conditions not being met. The fair value determined at the grant date of the equity-settled share based payments is
expensed over the vesting period, based on the group’s estimate of awards that will eventually vest. Fair value is measured
using the Black-Scholes option pricing model.

With respect to share based payments, a deferred tax asset is recognised on the relevant tax base. The tax base is then
compared to the cumulative share based payment expense recognised in the income statement. Deferred tax arising on
the excess of the tax base over the cumulative share based payment expense recognised in the income statement has
been recognised directly in equity as share based payments are considered to be transactions with shareholders.

Where the Company grants options over its own shares to the employees of its subsidiaries it recognises, in its own financial
statements, an increase in the cost of investment in its subsidiaries equivalent to the equity based payment charge recognised
in the consolidated financial statements with the corresponding credit being recognised in equity.

Key estimates and judgments in applying the Group’s accounting policies
Management considers the key estimates and judgments made in the financial statements to be as follows:

® Recognition of revenue and costs under construction contracts

Revenue and costs under construction contracts are recognised by reference to the stage of completion of the contract activity
at the balance sheet date, where the outcome of the contract can be estimated reliably. Stage of completion is determined by
reference to the extent to which obligations identified at the commencement of the contract are considered to have been met.
Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent that it
is probable that contract costs incurred will be recovered.

The determination of whether the outcome of the contract can be estimated reliably, the stage of completion of contract activity
and the probability that contract costs incurred will be recovered can be inherently difficult to estimate and require management
judgement. The amounts recognised in the income statement in respect of construction contracts are regularly reviewed in the

light of the most current information available.

® Share based payments

Share based payment charges are calculated based upon the fair value of equity settled options granted to employees
of the Group. The fair value is calculated using the Black Scholes option pricing model. These calculations require the use
of estimates (note 25).
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4, REVENUE
An analysis of the Group’s revenue is as follows:
2008 2007
£000 £000
Revenue from construction contracts 356,223 255,637
Revenue from sale of other products 13,712 11,173

369,935 266,810

Other operating income 1,001 1,096
Finance income (see note 9) 1,150 1,115

372,086 269,021

5. OPERATING SEGMENTS
The Group’s reportable segments remain unchanged and are as follows:

Offshore — The design, production and installation of flexible unbonded pipelines for use in the offshore oil and gas industry.
Onshore — The design and production of flexible unbonded pipelines for use in the onshore oil and gas industry.

Segment revenues and results
The following is an analysis of the Group’s revenue and results by reportable segment in 2008:

Consolidated

Onshore Offshore year ended
2008 2008 2008
£000 £000 £000
Revenue
External sales 13,712 356,223 369,935
Result
EBITDA (2,035) 91,173 89,138
Depreciation (8,134)
Operating profit 81,004
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5. OPERATING SEGMENTS (continued)
The following is an analysis of the Group’s revenue and results by reportable segment in 2007:

Consolidated

Onshore Offshore year ended
2007 2007 2007
£000 £000 £000
Revenue
External sales 11,173 255,637 266,810
Result
EBITDA (217) 53,053 52,836
Depreciation (5,275)
Operating profit 47,561

The accounting policies of the reportable segments are the same as the Group’s accounting policies described in note 3.
Figures reported to the Board, as presented above, are based on the financial information used to produce the entity’s
financial statements.

Segment assets 2008 2007

£000 £000
Onshore 19,285 10,689
Offshore 365,295 259,226
Segment assets 384,580 269,915
Unallocated assets - -
Consolidated assets 384,580 269,915

For the purposes of monitoring segment performance and allocating resources between segments, the Board monitors
the tangible, intangible and financial assets attributable to each segment. Inter-segmental funding has been excluded
from the segment asset disclosure. Goodwill has been allocated entirely to the Offshore segment. Assets used jointly
by reportable segments are allocated on the basis of the revenues earned by individual reportable segments.

Segment liabilities 2008 2007

£000 £000
Onshore 2,773 1,704
Offshore 211,085 158,641
Segment liabilities 213,858 160,345
Deferred tax liabilities (note 20) 8,925 6,782
Consolidated liabilities 222,783 167,127

For the purposes of monitoring segment performance and allocating resources between segments, the Board monitors
the external liabilities attributable to each segment, and therefore inter-segmental funding is excluded from the segment
liabilities disclosure.
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5. OPERATING SEGMENTS (continued)

Geographic information
Revenue from external customers:

2008 2007

£000 £000

UK 5,790 3,894
Rest of world 364,145 262,916
369,935 266,810

Included in revenue from external customers derived from outside of the UK is £239,340,000 (2007 — £216,692,000) derived
from customers in Brazil, £71,379,000 (2007 — £12,585,000) from customers in Australia, £32,884,000 (2007 —£1,684,000)

from customers in Nigeria and £7,138,000 (2007 —£24,671,000) from customers in the USA.

Non-current assets by location (excluding goodwill) 2008 2007
£000 £000

UK 53,110 36,522
Rest of world 54,222 22,828
107,332 59,350

Included in non-current assets located outside of the UK is £48,970,000 (2007 — £19,950,000) of assets located in Brazil.

Information about major customers

Included in offshore revenue is an amount of £202,309,000 (2007 — £136,999,000) arising from sales to the Group’s largest
customer and £47,089,000 (2007 — £72,521,000) to the Group’s second largest customer. The Group’s next three largest

customers each contributed between £22,000,000 and £33,000,000 to revenue.

6. OPERATING PROFIT

Operating profit for the year has been arrived at after charging / (crediting):

2008 2007

£000 £000
Net foreign exchange gains (2,293) (2,257)
Research and development 4,006 3,187
Depreciation of property, plant and equipment 8,134 5,275
Gain on disposal of property, plant and equipment (636) (29)
Movement in provisions for trade receivables impairment 833 (102)
Movement in provisions for inventory impairment (953) 505
Write back of credit balances - (261)
Cost of inventories (raw materials) 175,740 137,898
Staff costs (all) 49,791 39,978

Net foreign exchange gains on trading items represent the effect of movements in exchange rates on foreign currency

denominated working capital and other trading items during the year.

The write back of credit balances represents a reduction of £nil (2007 —£261,000) in accruals against warranty and other

claims which in the view of the directors are no longer required.
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6. OPERATING PROFIT (continued)

An analysis of amounts payable by the Group to the Company’s auditors, Deloitt
provided below:

e LLP, and their associates is

2008 2007
£000 £000
Fees payable to the Company’s auditor for the audit of the Company’s annual accounts 55 65
Fees payable to the Company’s auditor and their associates for other services:
The audit of the Company’s subsidiaries, pursuant to legislation 121 70
Other services pursuant to legislation 41 37
Total audit and audit related fees 217 172
Tax advisory 10 22
Tax compliance 163 136
Remuneration services 112 170
Corporate finance services - 1,050
Total non-audit fees 285 1,378
502 1,550

Fees payable to Deloitte LLP and their associates for non-audit services to the Company are not required to be disclosed
because the consolidated financial statements are required to disclose such fees on a consolidated basis.

7. STAFF COSTS

Group Company

2008 2007 2008 2007
£000 £000 £000 £000

Staff costs during the year (including directors)
Wages and salaries 40,447 30,867 - -
Social security costs 5,829 3,870 - 465
Other pension costs 1,389 774 - -
Share based payments 2,126 4,467 - 3,674
49,791 39,978 - 4,139

The 2008 share based payment expense of £2,126,000 (2007 — £4,467,000) inc

ludes £nil (2007 - £3,624,000)

relating to the granting of share options to Sir Graham Hearne on 19 March 2007, and £nil (2007 — £50,000) in relation

to the exercise of warrants.

Social security costs include National insurance payable in relation to share based payment expenses in addition to

Employers’ National Insurance contributions on wages and salaries.

Group Company

2008 2007 2008 2007
No. No. No. No.

Average number of persons employed
Administration 249 235 - -
Sales 25 21 - -
Manufacturing 802 562 - -
1,076 818 - -

Details of directors’ remuneration are given in the Directors’ Remuneration Report on pages 49 — 55.
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8. FOREIGN EXCHANGE (LOSSES) / GAINS ON FINANCING

2008 2007
£000 £000
Foreign exchange (losses) / gains on financial liabilities held at amortised cost (96) 2,755
Exchange movements on financing arise on the retranslation of the Group’s foreign currency bank accounts.
The prior period gain reflected the change in value of US dollar denominated bank debt and deep discount bonds.
9. FINANCE INCOME
2008 2007
£000 £000
Interest income on loans and receivables
Interest on bank deposits 1,150 1,115
10. FINANCE EXPENSES
2008 2007
£000 £000
Interest expense on financial liabilities held at amortised cost
Interest on bank overdrafts and loans 4,045 4,650
Accretion of discount of deep discount bonds - 1,783
Amortisation of arrangement fees 224 344
4,269 6,777
Write off of arrangement fees on extinguishing of related debt - 2,718
Bank charges 313 224
Fair value gains on interest rate swaps - (28)
4,582 9,691

During the year the Group made net losses of £4,365,000 (2007 — £6,740,000 loss) on financial liabilities held at amortised cost.
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1. INCOME TAX EXPENSE

2008 2007
£000 £000
Current tax
Current tax charge 22,734 5,273
Adjustments in respect of prior years 333 198
23,067 5,471
Deferred tax
Origination and reversal of temporary differences 384 7,441
One off charge arising from the abolition of IBAs 1,087 -
Adjustments in respect of prior years 210 (185)
1,681 7,256
Total income tax in the income statement 24,748 12,727

UK corporation tax is calculated at 28.5% of the estimated assessable profit / (loss) for the year reflecting the decrease
in the rate of corporation tax from 30% to 28% on 1 April 2008. Taxation for other jurisdictions is calculated at the rates

prevailing in the respective jurisdictions.

2008 2008 2007 2007
% £000 % £000
Reconciliation of effective tax rate:
Profit before tax 77,476 41,740
Tax calculated at UK corporation tax rate 28.50% 22,081 30.00% 12,522
Non deductible expenses 0.57% 442 0.58% 242
Research and development tax relief -0.43% (336) -0.56% (236)
Effect on deferred tax balances due to change
in income tax rate from 30% to 28% - - -0.97% (403)
Impact of abolition of IBAs 1.40% 1,087 - -
Effect of higher tax rates in overseas jurisdictions 1.00% 775 1.63% 682
Effect of utilisation of tax losses and tax offset not recognised - - -0.22% (93)
Adjustment in respect of previous years 0.70% 543 0.03% 13
Other timing differences 0.20% 156 0.00% -
Effective tax rate and tax expense for the year 31.94% 24,748 30.49% 12,727
Income Deferred Total Total
Tax Tax
2008 2008 2008 2007
£000 £000 £000 £000
Tax recognised directly in equity:
Relating to share based payments - (462) (462) 474

The UK Government is to phase out and withdraw capital allowances on qualifying industrial buildings from 2011.
This has led to a one off deferred tax charge of £1,087,000 in the year.
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12. DIVIDENDS ON EQUITY SHARES

Amounts recognised as distributions to equity holders in the year: 2008 2007

£000 £000
Interim dividend paid for the year ended 31 December 2008 of 4p per share (2007 —nil) 3,986 -
Proposed final dividend for the year ended 31 December 2008 of 6p per share (2007 —nil) 5,979 -

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting on 12 May 2009 and,
in accordance with IAS 10, has not been recorded as a liability in these financial statements.

13. EARNINGS PER SHARE

Basic earnings per ordinary share is calculated by dividing earnings by the weighted average number of ordinary shares
in issue during the year.

Diluted earnings per ordinary share uses the same figure as the basic calculation except that the weighted average number
of shares has been adjusted to reflect the dilutive effect of the outstanding share options allocated under employee share
schemes where the market value exceeds the option price. It is assumed that all dilutive potential ordinary shares are converted
at the beginning of the accounting period. Diluted earnings per ordinary share is calculated by dividing earnings by the diluted
average number of ordinary shares.

Reconciliations of the earnings and weighted average number of shares used in the calculations are outlined below:

Basic and diluted earnings per share
The calculation of the basic and diluted earnings per share is based on the following data:

Earnings Weighted Earnings Weighted

average average

number of number of

ordinary ordinary

shares shares

2008 2008 2007 2007

£000 No. £000 No.

For basic earnings per ordinary share 52,728 99,621,531 29,013 91,291,391
Options and awards - 1,267,985 - 538,546
For diluted earnings per ordinary share 52,728 100,889,516 29,013 91,829,937
Basic earnings per share (p) 52.9 31.8
Diluted earnings per share (p) 52.3 31.6

There are no adjustments to earnings in 2008 for the purposes of earnings per share. The adjusted diluted earnings per
share of 34.7p presented in 2007 was based on adjusted earnings of £31,828,000. The adjustments to earnings in 2007
relate to one-off costs arising from the IPO.

The difference between the weighted average number of ordinary shares for the purposes of basic and diluted earnings per
share is due to the dilutive effect of the Company’s Performance Share Plan, Save as You Earn scheme and Chairman’s award.
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14. INVESTMENTS IN SUBSIDIARIES AND JOINTLY CONTROLLED ENTITIES

Group
Subsidiary undertakings

The principal subsidiary undertakings of the Wellstream Group and the Company are summarised below:

Proportion

Country of of ordinary

incorporation Activity shares held

Wellstream Finance Limited Great Britain Dormant 100%
Wellstream International Limited* Great Britain Sales and manufacturing 100%
Wellstream do Brazil Industria e Servicos Ltda* Brazil Sales and manufacturing 100%
Wellstream Canada Limited* Canada Sales and installation 100%
Wellstream Australia Pty Limited* Australia Sales 100%
Wellstream (Trustee) Limited* Great Britain Trustee to employee benefit trust 100%

*Investments held indirectly

Jointly controlled entity

Country of Percentage of shares owned directly
Name incorporation by Wellstream Australia Pty Ltd
Seastream JV Australia Pty Limited Australia 50%
Aggregated amounts relating to share of jointly controlled entity 2008 2007
£000 £000
Non-current assets 181 159
Current assets 5,157 3,611
Current liabilities (4,700) (8,717)
Non-current liabilities - -
Net assets 638 53
Income 6,746 854
Expenses (6,175) (801)

Wellstream Holdings PLC has put in place a joint and several guarantee of financial support, limited to the Group’s share
of Seastream JV Australia Pty Limited's liabilities, should the company find itself unable to pay liabilities as they fall due.

Company

Subsidiaries 2008 2007
£000 £000

Cost

At 1 January 794 1

Additions (note 7) 2,126 793

At 31 December 2,920 794

The additions in the year represent an increase in the cost of investment in the Company’s subsidiaries to recognise the
granting of options over its own shares to employees of those subsidiaries.
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15. GOODWILL

Group 2008 2007
£000 £000

Cost and net book value at 1 January and 31 December 39,107 39,107

Accumulated amortisation is £nil at 1 January and 31 December 2008.

Existing goodwill relates entirely to the initial purchase of the offshore business and has been allocated to that business,
which is considered to be a single cash generating unit. Upon further acquisitions goodwill acquired in a business will be
allocated to the cash generating units that expect to benefit from that business acquired.

The basis on which the recoverable amount has been determined is the value in use.

The Group prepares cash flow forecasts using the following year’s operating budget approved by the directors and an
appropriate projection of cash flows thereafter. Discounted cash flow projections for the next three years are in excess
of the carrying value of goodwill and other non-current assets and therefore no impairment of goodwill is evident for the
year ended 31 December 2008.

16. PROPERTY, PLANT AND EQUIPMENT

Assets in the

course of Leasehold Freehold land Plant and
construction improvements and buildings equipment Total
£000 £000 £000 £000 £000

Cost
At 1 January 2007 12,319 131 15,747 31,095 59,292
Additions 2,225 232 191 14,096 16,744
Transfers (12,319) - - 12,319 -
Exchange differences - 20 - 2,684 2,704
Disposals - (26) - (25) (51)
At 1 January 2008 2,225 357 15,938 60,169 78,689
Additions 26,305 87 400 27,399 54,191
Transfers (16,568) - 6,783 9,785 -
Exchange differences 852 48 - 2,210 3,110
Disposals - - - (408) (408)
At 31 December 2008 12,814 492 23,121 99,155 135,582
Depreciation
At 1 January 2007 - 52 2,308 11,634 13,994
Charge for year - 48 623 4,604 5,275
Exchange differences - 2 - 110 112
Eliminated on disposals - 21) - 1) 42)
At 1 January 2008 - 81 2,931 16,327 19,339
Charge for year - 69 816 7,249 8,134
Exchange differences - 30 - 1,039 1,069
Eliminated on disposals - - - (292) (292)
At 31 December 2008 - 180 3,747 24,323 28,250
Net book value
At 31 December 2008 12,814 312 19,374 74,832 107,332
At 31 December 2007 2,225 276 13,007 43,842 59,350

The amount of land included within freehold land and buildings that is not depreciated is £570,000 (2007 — £570,000).

The Company holds no property, plant or equipment.
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17. INVENTORIES

Group 2008 2007
£000 £000
Raw materials 38,826 22,049
Work in progress 6,829 4,449
Finished goods 4,427 2,749
50,082 29,247
18. TRADE AND OTHER RECEIVABLES
Group 2008 2007
£000 £000
Trade receivables 78,304 81,970
Impairment provision (833) -
77,471 81,970
Amounts due from contract customers (note 19) 70,656 32,600
Prepayments 9,308 5,804
Other receivables 23,217 15,933
180,652 136,307
2008 2007
£000 £000
Movement in allowance for doubtful debts
Balance at the beginning of the year - 102
Impairment losses recognised 833 -
Amounts recovered in the year - (102)
Balance at the end of the year 833 -
2008 2007
£000 £000
Ageing of past due but not impaired receivables
1-30 days past due 18,112 4,924
31-90 days past due 9,910 1,447
91 days and more 14,584 541
42,606 6,912
Of the £42,606,000 past due but not impaired receivables, £38,506,000 had been recovered at the date of this report.
The balance of £4,100,000 has not been provided for as the Group considers this amount to be recoverable
(see note 23 for further details).
Company 2008 2007
£000 £000
Amounts due from Wellstream International Limited 67,250 67,245
Amounts due from Wellstream Finance Limited 10,014 -
Corporation tax receivable - 5
77,264 67,250

Amounts owed by subsidiaries to Wellstream Holdings PLC are non interest bearing with no fixed repayment terms.

The directors consider that the carrying amount of trade and other receivables approximates their fair value.

Trade and other receivables are predominantly non-interest bearing.
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19. CONSTRUCTION CONTRACTS IN PROGRESS AT THE BALANCE SHEET DATE

Group 2008 2007
£000 £000

Amounts due from contract customers (note 18) 70,656 32,600
Amounts due to contract customers (note 21) (52,467) (57,314)
18,189 (24,714)

Contract costs incurred plus recognised profits less recognised losses to date 315,184 83,646
Less progress billings (296,995) (108,360)
18,189 (24,714)

At 31 December 2008, retentions held by customers for contract work amounted to £3,606,000 (2007 — £3,573,000).

Retentions held by customers for contract work are predominantly due for settlement within one year; all other trade
receivables arising from construction contracts are all due for settlement within one year.

20. DEFERRED TAX

The following are the major deferred tax liabilities and assets recognised by the Group and the movements thereon
during the current and prior reporting periods:

Accelerated tax ~ Share based Other timing Tax

depreciation payments Goodwil differences losses Total

£000 £000 £000 £000 £000 £000

At 1 January 2007 2,424 - 1,343 - (8,767) -
Charge / (credit) to income 85 (222) 367 3,259 3,767 7,256
Credit to equity - (474) - - - (474)
At 31 December 2007 2,509 (696) 1,710 3,259 - 6,782
Impact of abolition of IBAs (note 11) 1,087 - - - - 1,087
Charge / (credit) to income 748 (137) 454 471) - 594
Charge to equity - 462 - - - 462
At 31 December 2008 4,344 (371) 2,164 2,788 - 8,925

At the balance sheet date the aggregate amount of temporary differences associated with foreign exchange translation
differences arising from overseas subsidiary companies for which deferred tax liabilities have not been recognised is £15,954,000
(2007 — £7,351,000). No liability has been recognised in respect of these differences because the Group is in a position to control
the reversal of the temporary differences and it is not probable that such differences will reverse in the foreseeable future.

21. TRADE AND OTHER PAYABLES

Group 2008 2007

£000 £000
Trade payables 33,067 16,778
Accruals and deferred income 32,212 25,704
Amounts due to contract customers (note 19) 52,467 57,314
Other tax and social security 863 764
Other payables 9,591 6,168

128,200 106,728

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing costs.
The average credit period taken for credit purchases is 61 days (2007 — 45 days).

The directors consider that the carrying amount of trade and other payables approximates their fair value.
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22. INTEREST BEARING LOANS AND BORROWINGS

The carrying value and fair value of the Group’s short-term and long-term borrowings are as follows:

Group Company
Current liabilities 2008 2007 2008 2007
£000 £000 £000 £000
Secured borrowings held at amortised cost
Bank overdrafts 6,803 5,148 - -
Group Company
Non-current liabilities 2008 2007 2008 2007
£000 £000 £000 £000
Bank loans 57,000 44,000 - -
Less: Unamortised costs (887) (961) - -
56,113 43,039 - -
Rio State Government loan 10,304 4,400 - -
66,417 47,439 - -
Group
Analysis of repayments 2008 2007
£000 £000
Bank Overdrafts
Within one year 6,803 5,148
Bank loans
Within one year - -
In the second year - -
In third to fifth years 57,000 31,500
After five years - 12,500
57,000 44,000
Less: unamortised costs (887) (961)
56,113 43,039
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22. INTEREST BEARING LOANS AND BORROWINGS (continued)

Group
2008 2007
£000 £000
Rio State Government loan
In third to fifth years 2,662 1,137
After five years 7,642 3,263
10,304 4,400
With respect to interest bearing borrowings, fair value approximates book value:
Fair Value
Group 2008 2007
£000 £000
Bank overdrafts 6,803 5,148
Bank loans 56,113 43,039
Rio State Government Loan 10,304 4,400
73,220 52,587

Principal features of the Group’s borrowings are as follows:

Bank loan and overdraft

During the year the Group increased its Revolving Credit Facility from £85,000,000 to £100,000,000. The facility will reduce to
£nil over a five year period from 6 November 2008 to 30 April 2013, with staged reductions in the size of the facility occurring
six monthly. The first of these reductions occurred in November 2008 reducing the maximum facility to £96,875,000 at the
balance sheet date.

Although the overdraft forms part of the revolving credit facility, this element is repayable on demand. Such a demand for
repayment would result in a corresponding increase in the level of long term borrowings available, subject to the staged
reductions in the overall size of the facility.

Interest on drawn funds is charged at a margin of between 1.25% and 2.50% above LIBOR, by reference to the Group’s
capital structure. The average effective interest rate for the year was 7.20% in respect of term borrowings (2007 — 7.56%)
and 6.93% (2007 — 7.08%) in respect of overdrafts.

Borrowings under the Revolving Credit Facility are secured by fixed and floating charges over the net assets of Wellstream
International Limited and a share pledge over that portion of Wellstream do Brazil Industria e Servicos Ltda that is not secured
under the Rio State Government Loan (see below).

At 31 December 2008 the Group had available £17,088,000 (2007 — £26,027,000) of undrawn committed borrowing facilities,
after allowing for guarantees and performance bonds that are drawn against this facility.

Rio State Government loan

This facility is provided by the State Government of Rio de Janeiro and has a maximum value of £22,488,000

(2007 - £21,280,000). The loan is drawn down progressively on a monthly basis. The value of the monthly draw down
is calculated as the lesser of 9% of gross monthly revenue or 70% of the ICMS tax payable on sales in the month.

Interest on the Rio State Government loan is charged at 6.0%. The average effective interest rate for the year was 6.0%.

Borrowings under the Rio State Government loan are secured by fixed and floating charges over certain items of plant
and equipment with a carrying value of £9,372,000 (2007 — £4,368,000) and a bank guarantee to the value of £1,491,000.
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23. FINANCIAL INSTRUMENTS

Group

Categories of financial instruments 2008 2007
£000 £000

Financial Assets

Loans and receivables (including cash and cash equivalents) 91,588 96,858

Financial Liabilities

At amortised cost 144,175 158,551

Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising
the return to stakeholders through the optimisation of the debt and equity balance. The capital structure of the Group consists
of debt, which includes the borrowings disclosed in note 22, cash and cash equivalents and equity attributable to equity holders
of the parent, comprising issued capital, reserves and retained earnings as disclosed in note 26.

Financial risk management objectives
The Board monitors and manages the financial risks relating to the operations of the Group. These risks include market risk,
credit risk and liquidity risk.

Where appropriate, the Group seeks to minimise the effects of these risks by using derivative financial instruments to hedge
these risk exposures. The use of financial derivatives is approved by the Finance Director and any such financial derivatives
are reported to the Board of Directors. The Group does not enter into or trade financial instruments, including derivative
financial instruments, for speculative purposes.

Market risk
The Group’s activities expose its financial instruments to risks of changes in foreign currency exchange rates and interest rates.

Foreign currency risk management

The Group undertakes the bulk of its business in Sterling or in the local currency of its overseas operations. Trade carried out
in any other currency is by exception and as such any exposure to transactional currency risk can be easily identified. In such
circumstances natural hedges are first sought and if significant residual exposure exists, it is hedged using derivative financial
instruments. There were no such contracts in existence at the year end.

The Group has considerably expanded its activities in Brazil during the year. With this expansion it has developed a significant
Brazilian Real denominated cost base which is a potential exposure to the extent that Real denominated sales exceed or fall
below this level. Should such exposure become significant it is hedged using derivative financial instruments. There were no
such derivative contracts in existence at the year end.

The Group has significant foreign currency denominated monetary assets and monetary liabilities by virtue of its overseas
operations. At the reporting date they were as follows:

Liabilities Assets
2008 2007 2008 2007
£000 £000 £000 £000
Brazilian Real 23,171 15,108 17,892 59,127
US Dollar 9,703 6,481 13,900 13,423
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23. FINANCIAL INSTRUMENTS (continued)

Foreign currency sensitivity analysis
The Group is mainly exposed to the Brazilian Real and US Dollar.

The following table details the Group’s sensitivity to a 10% (2007 — 10%) increase and decrease in Sterling against the
relevant foreign currencies, being management’s reasonabe assessment of the possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their translation
at the period end for a 10% change in foreign currency rates.

A positive number below indicates an increase in profit and other equity where Sterling strengthens 10% against the relevant
currency. For a 10% weakening of Sterling against the relevant currency, there would be an equal and opposite impact on
the profit and other equity, and the balances below would be negative.

Real impact US Dollar impact

2008 2007 2008 2007

£000 £000 £000 £000

Recognised in equity 587 (15,597) (31) 1,382
Recognised in profit - - (431) -

Interest rate risk management and sensitivity analysis

The Group is exposed to interest rate risk as entities in the Group borrow funds at both fixed and floating interest rates.
At the period end fixed interest rate loans represented 91% (2007 —90%) of total borrowings of which 84% (2007 — 91%)
were for periods of less than three months.

The Group had no interest rate swaps at the year end.

If interest rates had been 0.5% (2007 — 0.5%) higher/lower and all other variables were held constant, the Group’s profit
for the year ended 31 December 2008 would decrease/increase by £123,000 (2007: decrease/ increase by £298,000).

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group.
The Group contracts all of its significant business in such a way that it receives regular stage payments from its customers
that are appropriate to the stage of completion of the contract. The payment profile is approved by senior management in
advance of accepting the contract and is monitored subsequent to acceptance at regular intervals. This approach and the
Group’s customer profile which consists largely of national and international oil companies with well established and substantial
credit histories, significantly mitigates the risk of financial loss from default.

At 31 December 2008 and 31 December 2007 there were credit risks associated with the concentration of the offshore
business into a limited number of large contracts with a limited number of customers and counterparties. Information
about these major customers and their geographic profile is included in note 5. No significant unrecovered receivables
have arisen as a result of this risk.

At 31 December 2008 past due but not impaired receivables totalled £42,606,000 (2007 — £6,900,000), of this £38,506,000
has been collected since the year end. The remaining balance largely relates to two contracts with the Group’s largest
customer; these contracts are substantially complete with approximately 70% paid for, with the balance awaiting some

final tests and documentation. Our customer has indicated the balance will be cleared.

The directors consider that the carrying amount of trade and other receivables approximates their fair value. Trade and
other receivables are predominantly non-interest bearing.

The carrying amount of financial assets recorded in the financial statements, which is net of impairment losses, represents
the Group’s maximum exposure to credit risk without taking account of the value of collateral obtained.
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23. FINANCIAL INSTRUMENTS (continued)

Liquidity risk management

The Group was contractually obliged to make repayments of principal and payments of interest at 31 December

as detailed below:

In the In the
Within one year second third to After
or on demand year fifth years 5 years Total
£000 £000 £000 £000 £000
2008
Bank overdrafts 7,274 - - - 7,274
Bank borrowings 1,767 1,767 61,123 - 64,657
Rio State Government loan 618 618 4,303 9,342 14,881
9,660 2,385 65,426 9,342 86,812
In the In the
Within one year second third to After
or on demand year fifth years 5 years Total
£000 £000 £000 £000 £000
2007
Bank overdrafts 5,612 - - - 5,512
Bank borrowings 3,142 3,142 39,198 12,798 58,280
Rio State Government loan 196 196 1,724 3,850 5,966
8,850 3,338 40,922 16,648 69,758

Payments of interest are calculated using the interest rates applicable as at 31 December.

With respect to bank borrowings under the revolving credit facility, the timing of repayments assumes capital is repaid
at the latest possible date, determined by the staged reductions in the overall size of the facility. The facility offers the
flexibility of repaying borrowings at one month’s notice.

Ultimate responsibility for liquidity risk management rests with the board of directors. Liquidity risk arising from the maturity

profile of financial assets is detailed in the credit risk section above.

The Group has access to financing facilities; the total unused amount at the balance sheet date is £24,495,000

(2007 - £31,382,000), being £17,088,000 (2007 — £26,027,000) of undrawn committed borrowing facilities in the UK
and £7,407,000 (2007 — £5,355,000) of cash overseas. The Group expects to meet its other obligations from operating
cash flows and proceeds of maturing financial assets.

Company
2008 2007
£000 £000
Financial Assets
LLoans and receivables 77,264 67,245

The Company has no financial assets or liabilities other than the intercompany receivables in note 18. Where applicable
the Company complies with Group policies and risk management procedures as outlined above.
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24. SHARE CAPITAL

Authorised Authorised Issued Issued
No. £ No. £

Ordinary shares of £0.01 each
At 1 January 2007 and 1 January 2008 150,000,000 1,500,000 99,579,750 995,798
Issue of shares - - 62,500 625
At 31 December 2008 150,000,000 1,500,000 99,642,250 996,423

All issued share capital is called-up, allotted and fully paid.

Share options
At 31 December 2008 the outstanding options to purchase ordinary shares in Wellstream Holdings PLC in accordance
with the terms of the applicable schemes are as detailed in note 25.

25. SHARE BASED PAYMENTS
During the year ended 31 December 2008, the following material share based payment arrangements existed:

Save as You Save as You

Type of arrangement Chairman’s Performance Earn scheme Earn scheme
Award Share Plan (5 year) (3 year)

Timing of grant 01 May 07 30 Aug 07 29 May 07 29 May 07
14 May 08 31 May 08 31 May 08

Number of options granted in 2008 - 275,816 16,680 30,706

1 year — 62,500
2 year — 62,500

Number of options granted in 2007 3 year - 109,375 479,341 302,353 408,275
Fair value per share for 2008 grant (p) - 1,292 482 405
1 year — 311
2 year — 301
Fair value per share for 2007 grant (p) 3 year — 293 564 137 124
Method of settlement Equity Equity Equity Equity
Contractual life 1,2 or 3 years 3 years 5 years 3 years
Vesting conditions See note () See note (i) See note (jii) See note (jii)

Notes:

(i) Where three fair values are given for the Chairman’s Award the first relates to an award which vested in 2008,
the second to an award which may vest in 2009 and the third to an award which may vest in 2010.

(i) Options granted by invitation at an exercise price of £0.01. Options are exercisable at the end of a three year incentive
plan, with vesting subject to performance conditions based on aggregate earnings per share over a 3 year period from
1 January 2007 for the 2007 grants and from 1 January 2008 for the 2008 grants. Participants are not entitled to
dividends in the period prior to exercise of the options.

(i) Options granted at a 10% discount to the market price at the date of invitation. Options are exercisable at the end of a
three or five year sharesave contract. Participants are not entitled to dividends in the period prior to exercise of the option.

Further details on the operation of share based payment arrangements can be found in the Directors’ Remuneration Report.
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25. SHARE BASED PAYMENTS (continued)

Assumptions used in the Black-Scholes models to determine the fair value of share options at grant date were as follows:

Save as You Save as You

2008 Awards Performance Earn scheme Earn scheme
Share Plan (5 year) (3 year)

Grant date 14 May 08 31 May 08 31 May 08
Share price date of grant (p) 1,415 1,363 1,363
Exercise price (p) 1 1,286 1,286
\olatility 41.00% 41.00% 41.00%
Average expected term to exercise (minimum months) 36 61 37
Date of vesting 14 Aug 11 30 Jun 13 30 Jun 11
Risk free rate (%) 5.50% 5.50% 5.50%
Assumed long term dividend yield (%) 3.00% 3.00% 3.00%
Save as You Save as You

2007 Awards Chairman’s Performance Earn scheme Earn scheme
Award Share Plan (5 year) (3 year)

Grant date 1 May 07 30 Aug 07 29 May 07 29 May 07
Share price date of grant (p) 377 618 423 423
Exercise price (p) 1 1 339 339
Volatility 30.00% 30.00% 30.00% 30.00%
Average expected term to exercise (minimum months) 36 36 61 37
Date of vesting 1 May 2008 / 30 Aug 10 30 Jun 12 30 Jun 10
1 May 2009 /
1 May 2010

Risk free rate (%) 4.50% 4.50% 4.50% 4.50%
Assumed long term dividend yield (%) 3.00% 3.00% 3.00% 3.00%

Shares of the Company became listed for the first time on admission to the London Stock Exchange on 1 May 2007.

The directors therefore do not consider the Company’s historic share price volatility to be a suitable basis on which to

set an expectation for the purpose of option valuations. Therefore the expected share price volatility was determined by
reference to historic volatilities in the share prices of a selection of UK companies operating in the same industry as the Group.

The average expected term to exercise used in the models has been adjusted, based on management’s best estimate
for the effects of exercise restrictions, behavioural conditions and forfeiture.

The risk free rate has been determined by reference to yields on UK government gilts.
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25. SHARE BASED PAYMENTS (continued)

Details of movements for share option schemes during the year ended 31 December 2008 and year ended
31 December 2007 were as follows:

2008 2007
Weighted Weighted

Equity settled Schemes Number of exercise Number of exercise

options price (p) options price (p)
SAYE 3 and 5 year
Qutstanding at start of year 708,009 339 - -
Granted during the period 47,386 1,286 710,628 339
Exercised during the period - - - -
Forfeited / Lapsed during the period (42,724) 708 (2,619 339
Qutstanding at end of year 712,671 380 708,009 339
Exercisable at end of year - - - -
Performance Share Plan
Qutstanding at start of year 453,701 1 - -
Granted during the period 275,816 1 479,341 1
Exercised during the period - - - -
Forfeited / Lapsed during the period (16,690) 1 (25,640) 1
Qutstanding at end of year 712,827 1 453,701 1
Exercisable at end of year - - - -
Chairman’s Award
Qutstanding at start of year 234,375 1 - -
Granted during the period - - 234,375 1
Exercised during the period (62,500) 1 - -
Forfeited during the period - - - -
Qutstanding at end of year 171,875 1 234,375 1

Exercisable at end of year - - - -

For those awards exercised in the year, the weighted average share price at the date of exercise was 1,244p. The total
expense recognised for the year arising from share based payments is disclosed in note 7.

As at 31 December 2008 the weighted average remaining contractual life is 28 months (2007 — 39 months) for share options
outstanding under the SAYE schemes, 23 months (2007 — 32 months) for share options outstanding under the Performance
Share Plan and 12 months for awards granted to the Chairman.
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26. STATEMENT OF CHANGES IN EQUITY

Capital
Share Share Translation redemption Retained
capital premium reserve reserve earnings Total
£000 £000 £000 £000 £000 £000
Group
At 1 January 2007 21 943 (227) - (6,210) (5,473)
Profit for the year - - - - 29,013 29,013
Bonus issues 737 (737) - - - -
Issue of share capital 264 74,766 - - - 75,030
Write off of expenses on new issue - (8,304) - - - (8,304)
Redemption of own shares (30) - - 30 (80) (80)
Share options exercised 2 29 - - 3,624 3,655
Exercise of warrants 2 - - 50 52
Exchange difference on translation
of overseas operations - - 7,578 - - 7,578
Charge in relation to share options 1,267 1,267
and tax thereon - - - -
At 1 January 2008 996 66,697 7,351 30 27,714 102,788
Profit for the year - - - - 50,728 52,728
Dividends paid - - - - (3,986) (3,986)
Exchange difference on translation
of overseas operations - - 8,603 - - 8,603
Charge in relation to share options
and tax thereon - - - - 1,664 1,664
At 31 December 2008 996 66,697 15,954 30 78,120 161,797
Capital Share based
Share Share redemption payment Retained
capital premium reserve reserve earnings Total
£000 £000 £000 £000 £000 £000
Company
At 1 January 2007 21 943 - - 17 981
Loss for the year - - - - (4,133) (4,133)
Share based payment charge — IFRIC 11 - - - 793 - 793
Bonus issues 737 (737) - - - -
Issue of share capital 264 74,766 - - - 75,030
Write off of expenses on new issue - (8,304) - - - (8,304)
Redemption of own shares (30) - 30 - (80) (80)
Share options exercised 2 29 - - 3,624 3,655
Exercise of warrants 2 - - - 50 52
At 1 January 2008 996 66,697 30 793 (472) 68,044
Profit for the year - - - - 12,473 12,473
Dividends paid - - - - (3,986) (3,986)
Share based payment charge — IFRIC 11 - - - 2,126 - 2,126
At 31 December 2008 996 66,697 30 2,919 8,015 78,657
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27. COMMITMENTS

Operating lease commitments
The Group has entered into commercial leases on certain properties, motor vehicles and items of machinery. The leases
have various terms, escalation clauses, purchase options and renewal rights.

Lease commitments include a property lease incepted on 1 January 2006. This lease relates to a factory in Brazil, for which
there is an initial lease term of 10 years, which may be extended for a further 10 years at the Group’s option with a revised
rental based on the prevailing market value. The terms of the lease include a base rental, included in the table below, and

a contingent element to be calculated by reference to Group revenue.

Future minimum lease payments under non-cancellable operating leases comprise:

2008 2007

£000 £000

Within one year 5,560 7,279
In the second to fifth years inclusive 20,631 23,359
After five years 12,007 18,131
38,198 48,769

Capital and other financial commitments 2008 2007
£000 £000

Contracts placed for future capital expenditure not provided in the financial statements 8,880 6,024

28. CONTINGENT LIABILITIES

At 31 December 2008 the Group had granted guarantees and performance bonds to third parties totaling £17,475,000
(2007 -£10,374,000). Of this total £9,580,000 (2007 - £8,404,000) is in respect of Seastream JV Australia Pty Limited,
the jointly controlled entity in which the group has a 50% holding.

Performance bonds are entered into in the normal course of operations and require the Group to make payments to
third parties in the event that the Group does not satisfy its obligations under the terms of any related contracts.

The Group has put in place a joint and several guarantee of financial support, limited to the Group’s share of Seastream
JV Australia Pty Limited’s liabilities, should the jointly controlled entity find itself unable to pay liabilities as they fall due.

The Company is liable, jointly and severally with other members of the Group under guarantees given to the Group’s bankers
in respect of overdrawn balances on certain Group bank accounts and in respect of other overdrafts, loans and guarantees
given by the banks to or on behalf of other Group undertakings. At 31 December 2008 there were bank overdrafts of
£6,803,000 (2007 —£5,148,000) and loans of £67,304,000 (2007 —£48,400,000).
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29. PENSION COSTS

Contributions are made to personal money purchase pension plans for eligible employees.

The pension charge for the directors for the period was £133,000 (2007 —£90,000). The charge for the personal pension

plans for all other employees was £1,256,000 (2007 — £684,000).

30. RELATED PARTY TRANSACTIONS

Group

Transactions between fellow subsidiaries which are related parties have been eliminated on consolidation and are not disclosed.

Transactions with key management personnel

The directors believe that the Board of directors is the Group’s key management personnel as defined by IAS 24 “Related
party transactions”. Compensation paid to the Company’s Board of directors is disclosed in the Directors’ Remuneration Report.

During the year ended 31 December 2008, and since, neither any director nor any other executive officer, nor any associate

of any director or any other executive officer, was indebted to the Company.

During the year the Group incurred a share based payment charge of £807,000 (2007 —£4,042,000) in respect of share

options granted to key management personnel.

Other than as disclosed above, the Group has not been, and is not now, a party to any material transaction, or proposed
transactions, in which any member of the key management personnel (including directors, any spouse or relative of the

directors, or any relative of such spouse), had or was to have a direct or indirect material interest.

Transactions with jointly controlled entities 2008 2007
£000 £000

Amounts invoiced to jointly controlled entities in respect of corporate administration fees: 866 687
Amounts due from jointly controlled entities in respect of corporate administration fees: 67 687
Company 2008 2007
£000 £000

Amounts due from Wellstream International Limited 67,250 67,245
Amounts due from Wellstream Finance Limited 10,014 -
77,264 67,245

Dividends receivable from Wellstream Finance Limited 14,000 -
Amounts advanced to Wellstream International Limited - 66,578
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SHAREHOLDER
INFORMATION

Payment of dividends
A dividend of 6 pence per share will be payable
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GLOSSARY

Continuous Improvement Programme — \Wellstream’s
programme to improve efficiency and production at its
manufacturing facilities

Deepwater — Water depths greater than 500 metres

EBITDA - Earnings before interest, tax, depreciation
and amortisation

E&P — Exploration and production

Flexbarrier — Polymer fluid barrier layer of flexible
offshore pipe

FlexSteel™ — A specially designed flexible pipe for use
in onshore applications

Flowlines — Static pipelines used to carry fluids on the
sea bed

Fluid transfer lines — Large diameter dynamic pipelines
often hanging in a large “U” bend in the water column
connecting to two structures which are often dynamic

FPSO - Floating Production, Storage and Offloading; a
converted or custom-built shipshaped floater, employed
to process oil and gas for temporary storage of oil prior
to transhipment

HSE - Health, Safety and Environmental
HSEQ - Health, Safety, Environmental and Quality
ID — Internal diameter

ISO 14001 — A global certification administered by
the International Organisation for Standardisation

1ISO 9001 — A global certification administered by the
International Organisation for Standardisation confirming
efficient and effective production processes

km - Kilometres

nKm — A normalised km is based on the work centre hours
required to produce a standard eight inch ID offshore pipe
or a standard four inch ID onshore pipe. A relative time factor
is applied to other pipes, where applicable, to convert actual
production lengths and composition into normalised km

OHSAS 18001 — An international occupational health
and safety management system specification

PA12 — A new grade of nylon polymer developed jointly
by Wellstream International Limited and Degussa, using
Degussa’s trademarked product VESTAMID_ LX9020

PVDF - polyvinylidene fluoride

Reels — Devices around which lengthy continuous items
such as cables or flexible pipes are wrapped for transportation
or storage

Revenue Backlog - Is the aggregate of revenue that has
not been recognised in the accounts from contracts that
have been entered into and from contracts that the directors
are confident will be entered into and revenue that the
directors are confident will arise in the next year from the
Petrobras Framework Agreement. Further revenue from
the Framework Agreement and orders from customers

in the form of limited or non-binding commitments are

not included in revenue backlog

Riser — A pipe or assembly of pipes used to transfer
produced fluids from the seabed to the surface facilities
or to transfer injection fluids, control fluids or lift gas from
the surface facilities and the seabed. Risers can be flexible
or hybrids of flexible and rigid pipe
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ANNUAL GENERAL MEETING
TO BE HELD AT 1TAM ON 12 MAY 2009

The Notice of Annual General Meeting of Wellstream Holdings PLC (the “Company”),
to be held at 11am on Tuesday, 12 May 2009 at Credit Suisse, Times Place, 45 Pall Mall,
London SW1Y 5JG, is set out on pages 90 to 97.

The action to be taken by Shareholders is set out on page 92.

THIS DOCUMENT IS IMPORTANT
AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to what action you should take, you are recommended to consult
immediately your stockbroker, bank manager, solicitor, accountant or other independent financial
advisor duly authorised under the Financial Services and Markets Act 2000 if you are resident in
the United Kingdom or, if you reside elsewhere, another appropriately authorised financial advisor.

If you have sold or otherwise transferred all your ordinary shares in the Company please forward
this document, together with the accompanying documents to the purchaser or transferee of your
ordinary shares or to the bank, stockbroker or other agent through whom the sale or transfer was
effected, for transmission to the purchaser or transferee.
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Wellstream Holdings PLC
Wellstream House
Wincomblee Road

Walker Riverside
Newcastle upon Tyne
NE6 3PF

Tel: +44 (0)191 295 9000
Fax: +44 (0)191 295 9001

31 March 2009
LETTER FROM THE CHAIRMAN

Dear Shareholder

2009 Annual General Meeting

It is my great pleasure to be writing to you enclosing the Notice convening the Annual General Meeting of the Company,
to be held at 11am on Tuesday, 12 May 2009 at Credit Suisse, Times Place, 45 Pall Mall, London SW1Y 5JG. The Notice
details the business to be considered at the meeting and is set out on pages 90 to 97 of this document. The purpose of
this letter is to explain certain elements of that business to you. A summary of the action to be taken by Shareholders is
set out at the end of this letter, on page 92.

This year, as well as the ordinary business usually dealt with at an Annual General Meeting (“AGM”), there are five additional
items of special business (Resolutions 9 to 13). The ordinary business includes motions to re-elect individually Mr. Gordon
Chapman, Mr. Christopher Gill and Mr. Neil Gaskell and to elect Mr. Luis Araujo to the Board. Under the Company’s Articles
of Association, at each AGM of the Company one third of the directors retire by rotation. Short biographical details of each
director appear on pages 34 and 35 of the Annual Report. Having considered the performance of and contribution made
by each of the directors, the Board remains satisfied that the performance of each director continues to be effective and

to demonstrate commitment to the role and, as such, recommends their re-election or election as the case may be.

The five additional items of special business for consideration at the AGM, of which resolutions 11, 12 and 13 will be proposed
as special resolutions, are explained in this letter:

Resolution 9 - Increase in authorised share capital

This resolution proposes that the authorised share capital of the Company be increased from £1,500,000 to £1,750,000,
representing a percentage increase of approximately 17%. This increase is being sought in order to give the Company
sufficient authorised share capital to take full advantage of the ability to allot ordinary shares under the authorities proposed
in resolution 10.

Resolution 10 - Directors’ power to allot shares

Paragraph (A) of this resolution would give the directors the authority to allot ordinary shares up to an aggregate nominal
amount equal to £332,140 (representing 33,214,000 ordinary shares of £0.01 each). This amount represents approximately
one-third of the issued ordinary share capital of the Company as at 31 March 2009.

In line with recent guidance issued by the Association of British Insurers (the “ABI”), paragraph (B) of this resolution would
give the directors authority to allot ordinary shares in connection with a rights issue in favour of ordinary shareholders up to an
aggregate nominal amount equal to £664,280 (representing 66,428,000 ordinary shares), as reduced by the nominal amount
of any shares issued under paragraph (A) of this resolution. This amount (before any reduction) represents approximately
two-thirds of the issued ordinary share capital of the Company as at 31 March 2009. If this authority is exercised, the
directors intend to follow ABI guidance issued from time to time (including as to the re-election of directors).

The authorities sought under paragraphs (A) and (B) of this resolution will expire at the earlier of 30 June 2010 (the last date
by which the Company must hold an Annual General Meeting in 2010) and the conclusion of the Annual General Meeting
of the Company held in 2010.

The directors have no present intention to exercise either of the authorities sought under this resolution.

As at the date of the Notice, no ordinary shares are held by the Company in treasury.

Resolution 11 - Dis-application of pre-emption rights

This resolution will be proposed as a special resolution, which requires a 75% majority of the votes to be cast in favour.
It would give the directors the authority to allot ordinary shares (or sell any ordinary shares which the Company elects to
hold in treasury) for cash without first offering them to existing shareholders in proportion to their existing shareholdings.
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Except as provided in the next paragraph, this authority would be, similar to previous years, limited to allotments or sales

in connection with pre-emptive offers and offers to holders of other equity securities if required by the rights of those shares
or as the Board otherwise considers necessary, or otherwise up to an aggregate nominal amount of £49,821 (representing
4,982,100 ordinary shares). This aggregate nominal amount represents approximately 5% of the issued ordinary share
capital of the Company as at 31 March 2009. In respect of this aggregate nominal amount, the directors confirm their
intention to follow the provisions of the Pre-Emption Group’s Statement of Principles regarding cumulative usage of
authorities within a rolling 3-year period where the Principles provide that usage in excess of 7.5% should not take place
without prior consultation with shareholders.

Allotments made under the authorisation in paragraph (B) of resolution 10 would be limited to allotments by way of a rights
issue only (subject to the right of the Board to impose necessary or appropriate limitations to deal with, for example,
fractional entitlements and regulatory matters).

The authority will expire at the earlier of 30 June 2010 (the last date by which the Company must hold an Annual General
Meeting in 2010) and the conclusion of the Annual General Meeting of the Company held in 2010.

Resolution 12 — Power to purchase shares

Resolution 12 will be proposed as a special resolution which requires a 75% majority of the votes to be cast in favour.

It would enable the Company to purchase in the market up to a maximum of 9,964,225 ordinary shares (representing 10%
of the Company’s issued ordinary share capital on 31 March 2009) for cancellation at a minimum price of £0.01 per share
and a maximum price of not more than 5% above the average of the middle market quotations for an ordinary share as
derived from The London Stock Exchange Daily Official List for the five business days immediately preceding the day on
which that ordinary share is purchased.

The authority will expire at the earlier of 30 June 2010 (the last date by which the Company must hold an Annual General
Meeting in 2010) and the conclusion of the Annual General Meeting of the Company held in 2010.

The directors would not expect to purchase ordinary shares in the market unless, in the light of market conditions prevailing at
the time, they considered that to do so would enhance earnings per share and would be in the best interests of Shareholders
generally. Further, the directors expect that if any ordinary shares were to be purchased, such shares would be cancelled.
Any purchases made by the Company will be announced no later than 7.30am on the business day following the transaction.

Resolution 13 - Notice of general meetings

Resolution 13 will be proposed as a special resolution which requires a 75% majority of the votes to be cast in favour.
This resolution is required to reflect the proposed implementation in August 2009 of the Shareholder Rights Directive.

The regulation implementing this Directive will increase the notice period for general meetings of the Company to 21 days.
The Company is currently able to call general meetings (other than an AGM) on 14 clear days’ notice and would like to
preserve this ability. In order to be able to do so after August 2009, shareholders must have approved the calling of meetings
on 14 days’ notice. Resolution 13 seeks such approval. The approval will be effective until the Company’s next Annual
General Meeting, when it is intended that a similar resolution will be proposed. The Company will also need to meet the
requirements for electronic voting under the Directive before it can call a general meeting on 14 days’ notice.

Action to be taken by Shareholders
Accompanying this document are the Annual Report and Accounts 2008 and a Form of Proxy.

You are asked to complete and sign the Form of Proxy and return it to the Company’s registrars, Equiniti, at Aspect House,
Spencer Road, Lancing BN99 6ZR by 11am on Friday 8 May 2009.

A map showing how to get to Credit Suisse, Times Place, 45 Pall Mall, London SW1Y 5JG has also been included.

Recommendation

The directors consider that all the resolutions to be proposed at the Annual General Meeting are in the best interests
of the Company and recommend you to vote in favour of them, as the directors intend to do in respect of their own
beneficial holdings.

ﬁ' 4 _@_

John Kennedy
Chairman
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NOTICE IS HEREBY GIVEN that the ANNUAL GENERAL MEETING of Wellstream Holdings PLC (the “Company”) will be
held at Credit Suisse, Times Place, 45 Pall Mall, London SW1Y 5JG on Tuesday, 12 May 2009 at 11am. Resolutions 11,
12 and 13 will be proposed as Special Resolutions and the remainder as Ordinary Resolutions. Pursuant to the Company’s
Articles of Association, items 1 to 8 are Ordinary Business and items 9 to 13 are deemed Special Business.

RESOLUTION 1

To receive the Company’s annual accounts for the financial year ended 31 December 2008, together with the Directors’
Report, the Directors’” Remuneration Report and the Auditors’ Report on those accounts and on the auditable part of the
Directors’ Remuneration Report.

RESOLUTION 2

To reappoint Deloitte LLP as auditors to hold office from the conclusion of this meeting until the conclusion of the next
general meeting of the Company at which accounts are laid and to authorise the directors to fix their remuneration.

RESOLUTION 3
To re-elect Mr. Gordon Chapman as a director of the Company.

RESOLUTION 4
To re-elect Mr. Christopher Gill as a director of the Company.

RESOLUTION 5
To re-elect Mr. Neil Gaskell as a director of the Company.

RESOLUTION 6
To elect Mr. Luis Araujo as a director of the Company.

RESOLUTION 7
To approve the Directors’ Remuneration Report for the financial year ended 31 December 2008.

RESOLUTION 8

To declare a final dividend for the year ended 31 December 2008 of 6 p per ordinary share payable to shareholders
on the register at the close of business on 22 May 2009.

RESOLUTION 9

THAT the authorised share capital of the Company be and is hereby increased from £1,500,000 to £1,750,000 by the
creation of an additional 25,000,000 ordinary shares of £0.01 each in the Company.

RESOLUTION 10

THAT, in substitution for all existing authorities, the directors be generally and unconditionally authorised to exercise

all the powers of the Company to allot:

(A) relevant securities (as defined in the Companies Act 1985) up to an aggregate nominal amount of £332,140; and

B) relevant securities comprising equity securities (as defined in the Companies Act 1985) up to an aggregate nominal
amount of £664,280 (such amount to be reduced by the aggregate nominal amount of relevant securities issued
under paragraph (A) of this resolution 10) in connection with an offer by way of a rights issue:

(i) to ordinary shareholders in proportion (as nearly as may be practicable) to their existing holdings; and

(i) to holders of other equity securities as required by the rights of those securities or, subject to such rights,
as the directors otherwise consider necessary,

and so that the directors may impose any limits or restrictions and make any arrangements which they consider
necessary or appropriate to deal with treasury shares, fractional entitlements, record dates, legal, regulatory or
practical problems in, or under the laws of, any territory or any other matter,
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such authorities to apply until the end of the Company’s next Annual General Meeting after this resolution is passed (or, if
earlier, until the close of business on 30 June 2010) but, in each case, so that the Company may make offers and enter into
agreements before the authority expires which would, or might, require relevant securities to be allotted after the authority
expires and the directors may allot relevant securities under any such offer or agreement as if the authority had not expired.

RESOLUTION 1N

THAT, in substitution for all existing powers and subject to the passing of resolution 10, the directors be generally empowered
to allot equity securities (as defined in the Companies Act 1985) for cash pursuant to the authority granted by resolution 10
and/or where the allotment constitutes an allotment of equity securities by virtue of section 94(3A) of the Companies Act
1985, in each case free of the restriction in section 89(1) of the Companies Act 1985, such power to be limited:

(A) to the allotment of equity securities in connection with an offer of equity securities (but in the case of an allotment
pursuant to the authority granted by paragraph (B) of resolution 10, such power shall be limited to the allotment of
equity securities in connection with an offer by way of a rights issue only):

(i) to ordinary shareholders in proportion (as nearly as may be practicable) to their existing holdings; and

(i) to holders of other equity securities, as required by the rights of those securities or, subject to such rights,
as the directors otherwise consider necessary,

and so that the directors may impose any limits or restrictions and make any arrangements which they consider
necessary or appropriate to deal with treasury shares, fractional entitlements, record dates, legal, regulatory or
practical problems in, or under the laws of, any territory or any other matter; and

B) to the allotment of equity securities pursuant to the authority granted by paragraph (A) of resolution 10 and/or an
allotment which constitutes an allotment of equity securities by virtue of section 94(3A) of the Companies Act 1985
(in each case otherwise than in the circumstances set out in paragraph (A) of this resolution 11) up to a nominal
amount of £49,821.

such power to apply until the end of the Company’s next Annual General Meeting after this resolution is passed (or, if earlier,
until the close of business on 30 June 2010) but so that the Company may make offers and enter into agreements before
the power expires which would, or might, require equity securities to be allotted after the power expires and the directors
may allot equity securities under any such offer or agreement as if the power had not expired.

RESOLUTION 12

THAT the Company be generally and unconditionally authorised to make one or more market purchases (within the
meaning of section 163(3) of the Companies Act 1985) of ordinary shares of £0.01 each in the capital of the Company
(“ordinary shares”) provided that:

(@) the maximum aggregate number of ordinary shares authorised to be purchased is 9,964,225 (representing
10% of the issued ordinary share capital);

(b) the minimum price which may be paid for an ordinary share is £0.01;

(c) the maximum price which may be paid for an ordinary share is an amount equal to 105% of the average of the
middle market quotations for an ordinary share as derived from The London Stock Exchange Daily Official List
for the five business days immediately preceding the day on which that ordinary share is purchased;

(d) this authority expires the date of the next Annual General Meeting of the Company after the passing of this resolution
or, if earlier, 30 June 2010; and the Company may make a contract to purchase ordinary shares under this authority
before the expiry of the authority which will or may be executed wholly or partly after the expiry of the authority, and
may make a purchase of ordinary shares in pursuance of any such contract.
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RESOLUTION 13
THAT a general meeting other than an Annual General Meeting may be called on not less than 14 clear days’ notice.

By order of the Board
Rob Lamb

Company Secretary
31 March 2009

Registered Office:

Wellstream House

Wincomblee Road

Walker Riverside

Newcastle upon Tyne

NE6 3PF

Registered in England and Wales No. 4601199

NOTES

1. A member of the Company is entitled to appoint a proxy to exercise all or any of his rights to attend, speak and
vote at a general meeting of the Company. A member may appoint more than one proxy, provided that each proxy
is appointed to exercise the rights attached to different shares. A proxy need not be a member of the Company.

2. A person who is not a member of the Company, but has been nominated by a member of the Company (the “relevant
member”) to enjoy information rights (the “nominated person”), does not have a right to appoint any proxies under
note 1 above. A nominated person may have a right under an agreement with the relevant member to be appointed
or to have somebody else appointed as a proxy for the meeting. If a nominated person does not have such a right,
or has such a right and does not wish to exercise it, he may have a right under an agreement with the relevant
member to give instructions as to the exercise of voting rights.

3. To be effective, the proxy form or instrument appointing a proxy and any authority under which it is executed (or a
notarially certified copy of such authority) must be deposited at the Company’s registrars, Equiniti, at Aspect House,
Spencer Road, Lancing BN99 6ZR by 11am on Friday 8 May 2009. A form of proxy is enclosed with this Notice. Delivery
or receipt of an appointment of proxy does not prevent a member attending and voting in person at the meeting.

4. In accordance with Regulation 41 of the Uncertificated Securities Regulations 2001, only those members entered
on the relevant register of members of the Company as at 6pm on 10 May 2009 shall be entitled to attend or vote
at the meeting in respect of the number of shares registered in their name at that time. Changes to entries on the
relevant register of members after 6pm on 10 May 2009 shall be disregarded in determining the rights of any person
to attend or vote at the meeting.

5. The register referred to in note 4 means the issuer register of members and the operator register of members
maintained in accordance with Regulation 20 of the Uncertificated Securities Regulations 2001.

6. Copies of the letters of appointment for the non-executive directors of the Company will be available for inspection
at the Company’s registered office, Wellstream House, Wincomblee Road, Walker Riverside, Newcastle upon Tyne,
NE6 3PF, and at Clifford Chance LLP, 10 Upper Bank Street, London E14 5JJ, during usual business hours on any
weekday (public holidays excluded) from the date of this Notice until the close of the AGM and will also be available
for inspection at Credit Suisse, Times Place, 45 Pall Mall, London SW1Y 5JG from 10am on Tuesday, 12 May 2009
until the end of the meeting.
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7. At 31 March 2009 (being the last business day prior to the publication of this Notice) the issued share capital of the
Company consists of 99,642,250 ordinary shares, carrying one vote each. Therefore, the total voting rights in the
Company as at 31 March 2009 are 99,642,250.

8. In order to facilitate voting by corporate representatives at the meeting, arrangements will be put in place at the meeting
so that: (i) if a corporate shareholder has appointed the Chairman of the meeting as its corporate representative with
instructions to vote on a poll in accordance with the directions of all of the other corporate representatives for that
shareholder at the meeting, then on a poll those corporate representatives will give voting directions to the Chairman
and the Chairman will vote (or withhold a vote) as corporate representative in accordance with those directions; and
(ii) if more than one corporate representative for the same corporate shareholder attends the meeting but the corporate
shareholder has not appointed the Chairman of the meeting as its corporate representative, a designated corporate
representative will be nominated, from those corporate representatives who attend, who will vote on a poll and the
other corporate representatives will give voting directions to that designated corporate representative. Corporate
shareholders are referred to the guidance issued by the Institute of Chartered Secretaries and Administrators on
proxies and corporate representatives (www.icsa.org.uk) for further details of this procedure. The guidance includes
a sample form of representation letter if the Chairman is being appointed as described in (i) above.
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