































































































SUMITOMO CORPORATION EUROPE HOLDING LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 March 2009

24.

FINANCIAL RISK MANAGEMENT (continued)

Debtors can be analysed as:

31 March 31 March

2009 2008

$°000 $°000

Amounts neither past due nor impaired 2,151,259 652,401
Amounts past due but not impaired:

less than 30 days 54,408 55,278

30 — 90 days 27,682 36,540

more than 90 days 14,883 29,925

Total past due but not impaired 96,973 121,743

Amounts impaired:
Specific allowances for bad and doubtful debts (4,479) (5,446)
Carrying amount of impaired receivables 4,479 5,446

Total debtors net of allowances 2,248,232 774,144

Derivative financial instruments

The credit risk on derivative financial instruments is limited because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies. As at 31 March 2009, the largest mark to market
exposure for forward foreign exchange contracts and swap contracts to a single counterparty was $27,324,221
(2008: $125,974).

Liquidity risk

Liquidity risk is the risk that the group will not be able to meet its financial obligations as they fall due. The
group operates a central pooling of bank balances for the majority of its subsidiary entities and some of its
associated entities through its principal UK subsidiary in order to manage its cash and liquidity positions. The
group manages its cash and liquidity position in conjunction with its ultimate parent company, Sumitomo
Corporation, based in Tokyo, Japan and has access to group finance via the Medium Term Note and Euro
Commercial Paper programs operated by a wholly owned subsidiary entity. Group finance loans are guaranteed
by the ultimate parent company. The current economic problem has not materially affected the group’s ability to
raise funds in the money markets.

The maturity analyses for financial liabilities showing the remaining contractual undiscounted cash flows,
including future interest payments but excluding unamortised transaction costs, were:

As at 31 March 2009

Within 1to2 2to5 After5 Total
1 year years years years
$°000 $°000 $°000 $000 $°000
Financial liabilities in trade and
other payables 2,264,710 190,888 208,814 138,668 2,803,080
Foreign exchange forwards,
options and swaps — payments 1,725,416 205,074 326,880 219,760 2,477,130
Foreign exchange forwards,
options and swaps — receipts 1,715,546 216,501 246,655 223412 2,402,114
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SUMITOMO CORPORATION EUROPE HOLDING LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 March 2009

FINANCIAL RISK MANAGEMENT (continued)

As at 31 March 2008

Within 1to2 2to5 After5 Total
1 year years years years
$°000 $°000 $°000 $°000 $°000
Financial liabilities in trade and
other payables 1,007,319 - - - 1,007,319
Foreign exchange forwards,
options and swaps — payments 77,515 1,946 - - 79,461
Foreign exchange forwards,
options and swaps — receipts 74,905 1,859 - - 76,764

Market risk
Interest rate risk

The group’s interest rate risk arises from two different types of risk — cash flow interest rate risk and fair value
interest rate risk. Cash flow interest rate risk is the risk that the future cash flows of financial instruments will
fluctuate because of changes in market interest rates. Fair value interest rate risk is the risk that the value of a
financial instrument will fluctuate because of changes in market interest rates.

In order to manage interest rate risk, the company has a policy to ensure this constantly monitored and entered
into interest rate and currency swaps as required.

Recent reduction in global interest rates have not materially affected the interest rates charged to the the group.
Every effort is made to minimize the cost to the group of interest rate charges by utilizing facilities, such as
competitive interest rates and foreign exchange swaps, made available by financial institutions.

As discussed in note 18, bank loans of $638 million (2008: $250 million) were arranged at fixed interest rates
and expose the group to fair value interest rate risk. Medium-term notes and commercial papers are arranged at
fixed interest rates, currency swaps and interest rate swaps are being used to hedge the movement of market rates.

As all trade and other payables and receivables are non interest bearing, they do not expose the entity to interest
rate risk.

Currency risk

The group comprises of UK and overseas entities and operate in a multi-currency environment. The group
entities are therefore exposed to currency risks arising from the movement between the principal trading
currencies of US Dollar, Euro, Japanese Yen and Kuwaiti Dinar and the principal functional currencies of US
dollar and Euro. The group manages these risks by entering into forward exchange contracts based on internal

group policy.
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24.

FINANCIAL RISK MANAGEMENT (continued)

The main currencies of the net debt are:

USD EUR JPY KWD CHF SEK Others
$°000 $°000 $°000 $°000 $°000 $°000 $°000
As at 31 March 2009
Net debt per balance
sheet (708,890) 247,999  (393,471) 631 103,965 190,651 4,689
Forward exchange
contracts 150,943  (229,558) 380,044 - (104,144) (192,009) (18,786)
Net exposure (557,947) 18,441 (13,427) 631 (179) (1,358) (14,097)
As at 31 March 2008
Net debt per balance
sheet (273,370) 24,968 (6,819) 19,348 102 113 1,285
Forward exchange
contracts 34,578 (4,128) 3,696 (19,348) (192) - (956)
Net exposure (238,792) 20,840 (3,123) - (90) 113 329

The exchange rates at year end are used for conversion of the major trading currencies to US dollars as follow:

2009 2008
$1 is equivalent to:
Euro 0.751 0.632
Japanese Yen 98.565 99.526
Kuwaiti Dinar 0.291 0.265
Swiss Franc 1.139 0.995
Swedish Krona 8.221 5.943

The group uses forward exchange contracts to hedge foreign exchange exposures arising on forecast receipts and
payments in foreign currencies. The majority of the cash flows are expected to occur and the hedge effect
realised in the income statement in the year ending 31 March 2010.

The main impact of movements in exchange rates on the company’s results arises on translation of foreign
currency profits into US dollars. The group’s largest exposure is to the Euro and the Japanese Yen. A 5% (7.02
cent (2008: 3.5 cent)) movement in the average exchange rate of the Euro against the US dollar would have had a
$972,000 (2008: $890,000) impact on operating profit. A 5% (5.03 yen (2008: 5.7 yen)) movement in the
average exchange rate of the Japanese Yen against the US dollar would have had a $626,000 (2008: $130,000)
impact on operating profit. These exposures are part of the group’s economic risk of operating globally which is
essential to remain competitive in the markets in which the group operates.

Other Market price risk

Commodities price risk arises from open purchase contracts and inventory. The price risk on trading
commodities is limited as majority of the group’s turnover are back to back. Management of the group closely
monitor the level of inventory.

The group does not hold any financial derivative instruments other than for hedging its foreign currency
exposures and interest rate risks.
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24. FINANCIAL RISK MANAGEMENT (continued)

Capital management

The board’s policy is to maintain a strong balance sheet to sustain future development of the business. The group
constantly monitors its net debt and liquidity ratio to ensure that it maintains a good return on its capital and a
sound capital position.

There were no changes in the group’s approach to capital management during the year.

25. DEFERRED TAXATION
31 March 31 March

2009 2008
$°000 $°000
Accelerated capital allowances 1,078 340
Spreading of tax relief for pension contributions - 1,098
Undistributed earnings of affiliates (1,192) (28)
Others (343) (213)
457) 1,197
Asset at start of year 1,197 2,124
Foreign exchange translation differences (69) 53
Deferred tax credit in profit and loss account (1,585) (980)
(Liability)/asset at end of year (457) 1,197

The balance comprises $1,263,000 (2008: $1,739,000) deferred tax asset included within debtors and $1,720,000
(2008: $542,000) deferred tax liability included within other creditors.

26. MINORITY INTEREST
31 March 31 March

2009 2008

$°000 $°000
Balance as at 1 April 2008 7,618 4,370
Foreign exchange translation differences (1,399) 1,014

Acquisition of subsidiaries - 46)
Sale of subsidiaries 342 414
Profit on ordinary activities after taxation 2,508 2,764
Dividend paid 57 -

Share of minority interest in associated companies for the year

(included in investments in associates) 867) (898)

Balance as at 31 March 2009 8,145 7,618
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27. CALLED UP SHARE CAPITAL

Authorised:
200,000,000 ordinary shares of £1 each

Called up, allotted and fully paid:

At 31 March 2009 - 113,786,209 ordinary shares of £1 each
(2008: 45,109,230 ordinary shares of £1 each)

31 March 31 March

2009 2008
$°000 $°000
349,380 349,380
215,183 78,801

The value of the company’s shares translated at the closing rate at 31 March 2009 is $162,684,199 (31 March

2008: $89,628,703).

28. PROFIT AND LOSS ACCOUNT

Group Company
2009 2008 2009 2008
$°000 $°000 $°000 $°000
Balance brought forward 190,820 92,205 7,863 7,301
Exchange (loss)/ gain arising on consolidation (60,818) 29,318 - -
Dividend paid (37,057) - - -
Profit retained for the year 97,040 69,297 237 562
189,985 190,820 8,100 7,863

29. OTHER RESERVES

Group Company
2009 2008 2009 2008
$°000 $°000 $°000 $°000
Balance brought forward - - - -
Amount arising from acquisition 25,615 - - -
25,615 - - -
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30.

31.

32.

LEASE COMMITMENTS

At 31 March 2009 the group was committed to making the following payments during the next year in respect of
operating leases:

31 March 2009 31 March 2008
Group Group
Land and Land and
buildings Other  buildings Other
$'000 $'000 $'000 $'000
Leases which expire:
Within one year 602 330 424 597
Within two to five years 1,995 239 2,302 36
More than five years 3,590 - 4,296 -

The company did not have any lease commitments at 31 March 2009 (2008: nil).

PENSION SCHEMES

The group operates a group personal pension plan in which the group contributes on a monthly basis to the
individuals’ personal pension plans.

The total cost of retirement benefits for the group was $1,092,000 (2008: $1,140,000). During the year the
amounts paid to the defined contribution scheme amounted to $809,000 (2008: $885,000).

ULTIMATE PARENT COMPANY

The company's ultimate parent company and controlling party is Sumitomo Corporation, a company incorporated
in Japan.

Sumitomo Corporation Europe Holding Limited is a wholly owned subsidiary of Summit Global Management
BV, which in turn is a wholly owned subsidiary of Sumitomo Corporation. Sumitomo Corporation heads the
largest and smallest groups in which Sumitomo Corporation Europe Holding Limited is a member for which
group accounts are prepared.

The group accounts for Sumitomo Corporation are available at 8-11 Harumi, 1-chome, Chuo-ku, Tokyo, Japan.
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