eeeeeeeee
nnnnnnnnnnnnnnnnnnnnnnnnnnn
uuuuuuuuu

OOOOOOOOOOOOOO




The Weir Group PLC | Chairman's Statement

Financial Highlights 2006

Group results continuing operations

Revenue Operating profit @ Pre tax profit @ Order input @
£940.9m £87.7m £87.1m £1,099.5m
Up 19% Up 32% Up 40% Up 23%
Earnings per share @ Dividend Net debt
Up 38% Up 10% Down 91%
40 16
30 12 (1) Excludes Joint Ventures & Associates, calculated at constant 2006
exchange rates
20 8
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10 4
2005 2006 2005 2006
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The benefits of restructuring, the addition of Gabbioneta
and our ongoing operational improvements all
contributed to the Group's excellent results in 2006.
We enter 2007 with a robust portfolio of businesses
operating in buoyant end markets which provides an
excellent platform for further improvement in the year
ahead. The Group's healthy balance sheet and cash
generation provide the necessary flexibility to pursue
new capital investments and aligned acquisitions.

2006 Highlights (continuing operations):

* Order input™ up 23% to £1099.5m

e Revenue up 19% to £940.9m

e Operating profit? up 32% to £87.7m

e Earnings per share® up 38% to 32.4p

e Dividend increase of 10% to 14.5p

» Strong cash generation reduces net debt to £7.1Tm

(1) Excludes joint ventures & associates, calculated at constant 2006 exchange rates
(2) Adjusted to exclude exceptional items

The Welr Group Worldwide

The Weir Group has a strong reputation for
engineering excellence In the manufacture
of specialist equipment and the delwvery of
through Yife engineering solutions The best
manufacturing factities in the Group deliver
industry leading performance and every
business has well defined plans to maximise
operational performance

Weir employs over 8,000 people worldwide,
focused on our key markets These range
from mining and munerals processing to the
defence and nuclear industry, from oil and
gas exploration to power generaton In alt
these areas, we provide solutions that meet
the engineenng and operational challenges
facing our customers

For further information
about The Weir Group PLC,
visit www weir.co.uk
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Chairman’s Statement: It is particularly rewarding
to report the successful execution of the Group's
five year programme to transform the operational
and financial performance of the Group. In 2006,
we saw double digit growth in revenue and profits
and delivered our best operating year ever.

“While the Group’s organic opportunities provide
good development prospects, our strong cash
generation and largely ungeared balance sheet
provide the full range of options to create
further growth.”

Financial highlights

Group revenue from continuing operations increased 19% to £940 9m
(2005 £789 4m) Continued strong growth from our Engineering
Products Division reflects the strength of the ail, power and mining
markets and the first fult year of contribution from Werr Gabbianeta which
was acquired In the final guarter of 2005 The Defence, Nuclear & Gas
Dwvision also benefited from buoyant conditions in the shipbuilding and
naval sectors where Weir maintains significant market positions

Operating profit before exceptional items frern continuing operations at
£87 7m (2005 £66 3m) was 32% above 2005, with Group subsidianes
at £77 2m (2005 £57 1m} and our joint ventures and associates
contnbuting £10 5m against £9 2m in 2005 Operating margins,
excluding attnibutable profits from our joint ventures and associates,

as a percentage of revenue increased to 8 2% of sales against 7 2% last
year The benefits of the UK restructurmng programmes and acquisition
of Weir Gabbieneta in Engineening Products, together wath a stronger
performance from Defence, Nuclear & Gas offset lower margins

from our Engineering Services Division

Group pre tax profits before exceptional tems from continuing operations
were up 40% to £87 1m (2005 £62 2m) Net exceptional gains of 15 7m
resulted in a reported profit before tax from continuing operations of
£102 8m We recognised a £6 8m gain on the sale of the former Weir
Valves & Controls site in Huddersfield and a once off gan of £10 7m

on the agreement frorm the pension trustees to implement defined
benefit changes to our mam UK pension plan

With an effective tax rate of 26% on attributable profits before exceptional
items, earnings per share on the same basis amounted to 32 4p (2005

23 5p) Reported earnings per share, taking account of exceptional
items and discontinued operations, was 39 4p, an increase of 213%

Cash generation from operations improved significantly to £134 5m
{2005 £71 3m) reflecting the success of management’s focus on
improving working capital The year ended with net debt of £7 Tm
against £76 4m last year The continued strong cash generation
capabilties of Group operations are clearly evident in these results

The Board 1s recommending a final dvidend of 10 75p per share making
a total distrbution for the year of 14 5p (2005 13 2p), a 10% increase
on 2005




Strategy & structure

It 1s particularly rewarding to celebrate the successful execution of our five
year programme to transform the operational performance and financial
returns of the Group The achievements have been substantial, a realigned
portfolio of businesses, a change in culture and a clearly defined roadmap
for operational excellence In the year, we saw double digit growth in
revenue and profits and delvered our best operating year ever

The Engmneening Products Division delivered dramatically improved results
n 2006 and benefited from 1ts portfolto reahignment to the higher growth
oil, power and mining markets which represented more than 0% of
revenue 1n the year The benefits from restructuring the underperforming
UK businesses were clearly evident in this year's results with the two
businesses contnbuting significantly to the division’s 2006 performance

In the Defence, Nuclear & Gas Dwision, the improvement has been
impressive In Defence, our geographic expansion into Canada, Span
and Austraba underpins the substantial progress in the year Our growing
participation in the UK nuclear sector provides a further avenue for
substantial growth At the same time the liquid gas business benefited
from buoyant demand in gas ship orders while extending its market
and customer base in the European and onshore storage sectors

The Engineering Services Diviston has grown considerably in recent years
by expanding its position in Australia and North America and adding
strategically important jont ventures in the Middle East With the major
restructuring of our Engineenng Products Division largely behind us, our
attention in 2006 turned to improving the performance of our Services
activities 1n our more traditional markets Restructuring activities in the
United States, the Middle East and the UK were undertaken in the year
and the division 1s now positioned for growth in margins and operational
performance 1n 2007 and beyond

Al the outset of the Group's transformation programme, we recognised
the need to respond to the changing demographics of our most important
markets We laid down plans to expand our footprint in the higher growth
emerging markets of the Former Soviet Union, Asia, South Amenca and
the Middle East Today these markets represent in excess of 30% of Group
tumover and n 2007, we will make additional investments in new foundry
operations in Brasil and the start up of Minerals’ wholly owned greenfield
operation in Suzhou, China

The key management focus for 2007 1s to accelerate the execution of the
Weir Production Systern throughout the Group and reap additional benefits
from concentrating on Lean processes The collective operations of the
Group made excellent progress during 2006 and the benefits are evident
in this year's results Improved working capital, reduced inventones and
improved customer relationships were all delivered through a focused
approach to achieving best practice

In 2006, the Group's track recard of acquisitions has been further enhanced
with the successful integratton of Weir Gabbtoneta and our newest joint
venture in Saud: Arabia both making considerable contnbutions

during the year

While the Group’s organic apportunities provide good development
prospects, our strong cash generation and largely ungeared balance
sheet provide the full range of options to create further growth

Chairman’s Statement

The Board

As previously reported, Keith Cochrane joined as Group Finance Director
on 3 July 2006 and has made a sigmificant contnbution stnce joining

Corporate governance

| remain confident that at the Weir Group we have the culture and required
processes to protect effectively the interests of all of our stakehoiders

The Board's operational framework is underpinned by clearly defined
strategies, vision and values which combine to create shareholder value
through the effective use of our resources

In 2006, the Group nternal audit function was extended to complement
our already robust external and peer group audits and self certfication
programmes The increased ngour In cur processes and active benchmarking
of financial best practice is already delivering benefits to the Group

Prospects

The Group fimshed 2006 i excellent financial condition, with a strong order
book and continued buoyant outiook for our most important markets The
positive market conditions expenenced in 2006 are expected to continue

in 2007 and we expect the improving performance from the Engineenng
Services Division and operational developments elsewhere to deliver a

good level of progress i 2007

People

We have over 8,000 employees working for Weir in 35 countnes | recognise
that it 1s our people who dnive our success and define the culture of
excellence at Weir | am grateful for the contribution of employees at all
levels of our arganisation and thank them for their tremendous enthusiasm
and commtment throughout 2006 They have all worked hard to improve
our processes and productvity and have achieved real progress in the year

Finally, | would like to thank our shareholders who have believed in the
Group's potential | remain confident in the Group's ability to make further
progress in the year ahead

Sir Robert Smith
Chairman
21 March 2007
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improvements in 2007/.

Chief Executive’s Review: 2006 demonstrated the
success of the Weir Group strategy, exiting non core
activities, restructuring those which underperform,
increasing exposure to higher growth markets

and delivering improvements to underpin future
growth. We remain on course to realise further

“A key component of our success in the year
has been the strong portfolio of businesses
with solid positions in growing and
attractive markets.”

In 2002, we first defined our ambition to achieve sector best performance,
by targeting those markets which offered the most attractive prospects and
where we had a realistic ability to lead The portfoho of Group businesses
has changed dramatically since thus ime We have largely restructured

our underperformers, exited lower margin activities and acquired growth
businesses in the htgher margin, high growth oil sector

At the same time we outlined our philosophy to meet and exceed customer
expectations, which we passionately believed would play a direct role in
the Group’s earrmings growth We engaged the entire orgamisation i the
implementation of the Weir Production System, a structured process geared
to delivening a leaner and more disciplined organisation Today, our best
manufactuning facihities deliver industry leading performance and every
business in the Group has well defined plans to maximise operational
performance We remain absolutely convinced that these developments
will continue to unlock our full potential for Increased customer satisfaction
and improving financial returns

The benefits of these strategies are clearly evident in our 2006 results
Group revenue increased 19% to £940 9m with over 80% of the £1 Tbn
nput n the year bied to the miming, oll and gas, power generation and
naval and manne markets

Operating margms also improved substantially, particularly in our Engineering
Products Division which reported 10 3% in 2006 against 7 4% back in 2002

The significant reduction in the Group’s debt 15 a direct reflection of
the benefits of our Lean initiatives with improved working capital, lower
inventories and improved on time dehvery all featunng prominently in
the excellent cash generation achieved in the year

Our Journey to Excellence
Engineering Products Division

Engineenng Products posted new records i 2006 growing input 23%,
revenue 21% and profits 49% when compared to 2005 The diwvision includes
the combined actvities of our Minerals, Clear Liquid and Valves & Controls
businesses which supply pumps, valves and ancillary equipment to the ol
and gas, power generation, mining and general industrial markets

A key component of the division’s success in the year has been the strong
portfolio of businesses with sokd positions in growing and attractive markets
Input grew 23% to £683 8m with almost 80% being attributable to the
mining, oil and gas and power generation markets We achieved excellent
results from Minerals (up 199) and Clear Liquid (up 3296) which combined
with 20% growth from Valves & Controls to achieve the Group's lnghest ever
tevel of order input




In 2008, the dvision’s revenue grew 219% to £608 5m against £501 4m last
year with a largely balanced workload of new project and aftermarket activity
The realigned portfolio of businesses specialise in safety critical, high wear
applications where new project sales provide the foundations for medium

to long term spares and service sales streamns

Operating profils at £62 6m were 499 above 2005, validating our
confidence 1n the strategy outlined back in 2002 Profitability improved
In every area in the year and the full benefits of the previous year’s UK
restructunng, the acquisition of Cabbioneta and continued contribution
from our operational excellence insbatives all featured in underlying margin
growth to 10 3% agatnst B 4% last year

Our Engineenng Products segment includes a strong portfolio of businesses
in the mining, ol and gas and power generation markets where the
fundamentals point to sustained future progress Global population is
expected to expand dramatically in the next 25 years and this, combined
with increasing infrastructure needs in China and India, 15 expected to
underpin ongoing sector growth in the medium term

The Engineenng Products businesses reaped additonal benefits from focusing
on Lean processes and continued to accelerate their execution of the Weir
Production System As awhole, the imtiative provides all our businesses with
a common set of world class prachices which provide the fuel to achieve
improving results and prepare us for the chailenges of the future

Our Minerals businesses posted another year of solid progress with significant
gains m input, revenue and profit when compared to 2005 The principal
market for our Minerals business is global mining which accounts for more
than 70% of the collectve turnover in the year

Minerals nput grew 19% to £390 5m reflecting the ongoing strength of
global mining markets, the benefits of management’s emerging market
strategy and our entry into the specialised areas of the power generatson and
ol sectors The combination of the ongoing spares stream from the existing
installed base and the potential business denved from new orders secured in
the year provides a sohd platform for future progress

The Minerals business recognised at the cutset of their strategic review in
2002 that they needed to respond ta the changing demographics of the
global mining market and implemented plans to establish and grow market
positions in South Amenca, Asia and the Former Soviet Union Today the
Group 15 the best geographically posittonied of any supplier to the market
with emerging countnes representing 309% of 2006 nput

Power related input totalled £47m in the year and reflects the increased
global requirements for flue gas desulphunsation used to improve emissions
in coal fired power statiors The Minerals team has built progressively a
teading position in this high growth area of the market and dunng the year
secured new contracts m China, Spain, Italy, Poland, Czech Republic and
North Amenca

Minerals secured £26m of o1l related orders, due in part to the success of their
strategy to develop pump products for the Canadian ol sands market dating
back to 2004 The highly abrasive application and growing investment
rationale for the development of the world's significant deposits of all sands
provide the basis for a considerable growth dnver for the future

Durning the year, Minerals added significantly to its installed foundry capacity
with new facilities coming on stream 1 South Africa and China and an
expansion to the Chilean operations All of these investments were launched
successfully and added much needed capacity ta respond to market
opportunities In 2007, further investments will be made to add foundry
capabilities in Brasil and the Chinese busmess will enter full operational status

Going forward the Minerals business will benefit from the favourable
economic chmate while continuing to make progress in the key pillars
of its future strategy

Chief Executive's Review

The Valves & Controls businesses made good progress in 2006 and
contributed to the revenue and profit growth in the Engineenng Products
Duviston during the year The pnnaipal markets for our Valves businesses are
power and oil which represented more than 80% of input in 2006

The Valves & Controls business centinued to build on its achievementsin
the Chinese power market and was successful in its integration of our newly
acquired wholly-owned subsidiary located at Suzhou The increased actmvity
1n the domestic United States power market helped deliver growth in
turnover in the United States operation

Weir Valves & Controls France benefited from its ongoing success in
Eastern European nuclear markets where upgrade work 15 being funded
by the European Umion and also work in the Middle East ail and gas markets
Growth i sales and profits from this business was evident in the 2006 results

The restructunng of the Weir Valves & Controls UK operation 1s now complete
and the move to a modern, appropnately sized facility was executed on time
and under budget The second half performance of the UK business provides
increased confidence ih the delivery of anticipated improvements and
positions us well for further progress in 2007

We remain encouraged by the prospects for the Vaives & Controls businesses
The United States operation will move to larger premises to capitalise on
the growing power opportunities in therr domestic market and our recent
acquisition in China, coupled to further progress from our UK and French
operations, are expected to delfiver further improvemenits in 2007

Our Clear Liquid businesses contnbuted significantly to the excellent results
of Engineenng Products in 2006 Strong end markets, the benefits of prior
year restructuring and the addition of Gabbioneta were all significant
contnbutors to the Clear Liquid businesses improved results

Clear Liquid includes a portfolia of pump businesses with solid posibions m
growing and attractive markets In 2006, inpul increased 32% to £222 7m
reflecting the continued strength of the ail, power and general industrial
markets which represented more than three quarters of total orders booked
n the year

The results for Clear Liquid include the full year benefits from the prior year
restructunng of Weir Pumps This included an extensive analysis of their
business portfolio and a strategy to deploy resources to the il and power
sectors from where the most value could be denved The current strength of
these sectors has contributed greatly to the improvernent and we continue
to develop our strategy to sustain this success In a cyclical downtum

The 2006 results include a full year contribution from Gabbioneta which was
acquired in the final quarter of 2005 Gabbioneta grew its nput substantially
to £50 2m due, pnncipally, to the continued buoyant project activity in the
downstream ol market which represents the vast majonty of the company’s
target market The business is now fully integrated and has an active
programme to implement the Weir Production System to accelerate
operational and financial progress in the future

The Clear Liquid speciality businesses continued to perform well with
excellent progress at our operations in Missoun and Califormia which
benefited both from stronger domestic demand and the increased
geographic reach of the Group Weir Lewis Pumps, which specialises

in highly aggressive acid pumps, continued to benefit from phosphate
processing mvestments in the Former Soviet Umion and Middle East and
Werr Floway, our specialist vertical turbine business, achieved significant
share gains in the cntical application fire pump market

The medium term outlock for the oll, power and related general industnal
markets remains positive and this, coupled to ocur ambitious plans for
operational improvement, provide a solid platform for further progress

n 2007
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Englneering Services Dlvision

Input from Engineerlng Services increased 5% to £236 6m (2005 £225 5m)
Revenue increased 3% to £225 2m (2005 £218 8m) producing an operating
profit of £12 4m against £13 6m in 2005, primanly due to once off costs
of £4 4m related to restructuring imtiatives in the UK, United States and
Middle East

I the UK, input grew 6% to £60 Om (2005 £56 7m) with new hydro orders
contrbuting to solid growth in our power generation activiies Rationalisation
of the number of UK Service Centres was largely completed dunng the year
and 2007 results are expected to reflect the improving returns

At our Middle East business, input grew 62% to £26 9m (2005 £16 6m)with
significant new orders booked in oil services Once off costs were taken in the
year to realign overheads and refocus the operation on the oil sector Good
second half improvements are now expected to underpin further progress

The Canadian operation had another successful year benefitng from
continued buoyant market conditions and Weir's growing position in the
01l Sands sector In the United States, we took the decision to close our
loss making service centres which, while disappointing, will result in the
remaining United States businesses contnbuting posttively to Services results
in the coming year

The Australian operations performed well in the year, growing revenue
and profits when compared to 2005 and our investment in larger facilities
rn Western Australia, which will come on hne in the first half of the year,

15 expected to provide further growth in 2007

The restructuning work undertaken in 2006 was necessary to reposition the
Engineering Services Division in those sectors and geographies which are
cntical to the future of the Group The rationahisation of our UK infrastructure,
closure of smaller less profitable United States Service Centres and refocus
towards the oil services sector in the Middle East leave the division better
equipped to improve margins and take advantage of the significant
opportunities available for accelerated growth

We remain optimistic of the prospects within our Services Dviston The
restructuring investments made in 2006 together with the excellent
pragress from our jomnt ventures in Saud) Arabia and Abu Dhabi provide
the foundations for significant improvement in 2007

Defence, Nuclear & Gas Division

The Defence, Nuclear & Gas Division delivered a further year of sohd
progress with significant gams in input, revenue and profit when compared
to the results of 2005 The division includes the combined activities of our UK
based gas storage and nuclear businesses and our global actmtres in defence

Input grew 609 to £179 1m with over 90% attributable to the naval

and manne markets We achieved excellent resuits from Weir LGE which
benefited from the continued strength of the new build ship market, while
Welr Strachan & Henshaw, our defence and nuclear business, reported
significant new project work in the year

In 2006, the division’s revenue grew 57% to £107 2m agamst £68 3m last

year The majonty of growth in the year was due to the liquid gas operations
achieving predetermined milestones on new ship contracts which grew therr
revenue to £58 1m in 2006 against £22 1m last year

Operating profits at £9 8m were 46% above 2005 with both the hquid gas
and defence activities making progress dunng the year Operating margin at
9 196 was shightly below the 9 8% achieved in 2005 and reflects the balance
of new project work which remains at earty completion stages when
compared to the work stream last year

The hquid gas operation, Weir LGE, 1s the market leader in the design, project
management and commussioning of facilities for the shipbuilding and
onshore storage of hquid gas Duning the year, input grew 23% to £98 8m
with the absence of significant onshore work being more than offset by
increased orders booked in the marnne market

Turnover and profits from the liquid gas business also grew significantly when
compared to 2005, as revenue and profit taking milestones were achieved
on orders boaked in prior periods The marine market cannot realistically be
expected to sustain the new build work evidenced in 2005 and 2006 and
therefore order intake 15 expected to decline significantly in 2007 Revenue
and profits can, however, be expected to be mamtained for the medium
terrn as new projects now extend into 2009

The defence and nuclear businesses performed well, improving both revenue
and prefits in 2006 Order input was £80 3m agamst £31 8m last year and
our increased presence i Australia and Canada contributed significantly

to the results Recent investments in these territones, and the award of

the previously announced Sparish submanne contract, provide a strong
defence order book going into 2007

2007 Qutlook

The Group remains In good financial condition with a much improved order
book and a continuing level of confidence in our most Important markets

By remaining an course, capitalising on our strong portfolio of businesses and
striving for continued operational improvement, we will deliver a good level
of progress in 2007

Mark Selway
Chief Executive
21 March 2007



Operational Review

Engineering Products: includes the combined
activities of our Minerals, Clear Liquid and Valves &
Controls operations which collectively grew their
input, revenue and profits when compared to last year.

s Operating
profit {£m)
FGO
Ldi
[ Operating profit Revenue
15
£62.6m
2005 2006 Up 49% Up 21%

Operatlonal review

Input grew 23% to £683 8m with almost 80% being attnbutable to the
ol and gas, mining and power generation markets We achieved excellent
results from Minerals (up 1996) and Clear Liquid {up 3296) which combined
with 20% growth from Valves & Controls to achieve the Group’s highest
ever level of order input

Operating margins before exceptional items as a percentage of revenue
increased to 10 3% against 8 4% i 2005 Increased revenue in the
Minerals business, improved perfarmances at the restructured Valves and
Clear.Liquid operattons and the inclusion of Weir Gabbioneta’s higher
margin product sales for the full year, all contnbuted to the improved result

Qur Engineenng Products segment includes a strong portfolio of businesses
in the miming, ol and gas and power generation markets where the
fundamentals point to sustained future progress

A key component of the dwision’s success in the year has been the strong
partfolio of businesses with solid pasitions in growing and attractive markets

The Engineering Products businesses reaped additional benefits from
focusing on Lean processes and continued to accelerate their execution

of the Werr Production Systems As a whole, the initiative provides all our
businesses with a common set of world class practices which provide the fuel
to achieve improving results and prepare us for the challenges of the future

Key achievements
* Engineenng Products delivered the highest ever level of order input

« Pnncpal market of global miming accounted for more than 70% of
Minerals revenue

+ Valves and Controls built on achievernents in Chinese, Umited States
and Eastern European power markets

e Clear Liqud'’s 329 nput increase reflected good levels of growth by the
speciality pump businesses in respective morkets

» Strong portfolio of business i muming, power generation and o and
gas markets point to sustamned fulure progress

£608.5m

Order input

£683.8m

Up 23%

Mining

On a commodity basis coal, alumina, copper,
iron ore, platinum and gold prices held at or
near historically high levels over the year,
prompting ncreased levels of both new plant
construction and upgrading, particularly in the
traditional miming markets of South Amenica
and Austraha

Power

Power generation Is a strong and growing
market for Weir Engineenng Products
businesses The traditional power markets of
Western Europe and North America continue
to demand Irfe-extension, plant refurbishment
and enhancement solutions China remained
the focus of new build actaity for both
conventional and nuclear power stations,

with good opportunities also in India

Weir's track record mn satety and delvery

has given us a strong positrion in the nuclear
upgrade market 1n the Former Soviet Union

Oil & Gas

Ol prices continued to be high in 2006,
which meant that both the upstream and
downstream o1l markets were buoyant,
growing globally at over 15% and at much
higher levets in some markets where we are
strong With high oil prices increasing the cost
of pipeline downtime, the rehabiity of Weir
products and our ability to delver local
engineenng support have proved important
factors in winning new work
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Minerals: Specialist businesses delivering and
supporting slurry equipment solutions for global
mining and mineral processing, the power sector

and general industry.

400

300

200

Scot Smith 100
Drvistonal Managing Director

2005

Operational review

2006 was a strong year for Werr Minerals We invested additional resources
to improve operational excellence in all of our factories, furthered our
geographical expansion and improved our product pertfolio

We have continued to push through the implementation of the Weir
Production System and now have a ngorous and proven system of Lean
assessment and audit to ensure that all our operations attam world-class
standards This is key to meeting growth in demand

20086 also saw a great turnaround and very satisfying improvement in
the level of operational detivery to our custemers At the start of 2006,
the combination of massive and rapid market demand and insufficient
capacity resulted in a considerable delivery backlog This has now been
rectified and we are consistently achieving on time delivery to customers
to the required quality standards

New foundries were successfully established in South Africa and China,
with the first pours for both taking place on schedule in November
We expect both foundnes to be in full production by mid 2007

Rubber Engineering fimshed its first full year as part of Weir Minerals it
now supports our North Amencan faclities and will also help us to explort
addiional elastomer opportunities that we identify in the market

Our geographical expansion plans continue We are bringing together
our Russian activities under one managing director This will provide better
continuity 1n customer support and ensure successful future growth Our
indian company expenenced strong growth, and increased its top hne by
35% It remains focused on growing our installed base and the spares
market and strengthening our routes to market in all areas of the country

We continue to expand and improve our product portfolio The new
WS series sturry valve was launched successfully and all regions are now
marketing, manufactunng and selling 1t The first Warman SLR pump field
tests are also In progress

Around the world, our end customers continue to look to us to improve
theirjproduction processes Our dmisional and local strategies, strong
management teams and expanding global coverage ensure that we
can support them regardless of their location

2006

Order input \'.'JR’S'J%""“”"
£390.5m Snex

* ISOGATE
Up 19% VULCO

Key achievements

Record sales of flue gas desulphunsation pumps tnto China, supplying
20 separate power plants

Record slurry pump sales into the Australan and South Eost Asian
mining mdustries

Sigruficant growth in India, with output 35% higher than 2005 and
profit mare than doubled

Weir Minerals Chuna foundry comes oniine, with first pour achieved
on schedule in November

Launch of new foundry in South Africa, using existing space made
available through implementation of Lean intratives

Continuing success of Geho product hnes — sold 1,000th Geho
industrial pipeline pump

European order input increases by 33%
North Amencan operation wins Top 25 Factory Award

Focus on operational excellence saw Lean scores across the Minerals
businesses improve by 22%

“The minerals industry is still being dniven by a buoyant market and our strategy
of aligning our capacity with customer needs in 2006 has paid off. Continuing
our Lean programme and expanding geographically in ine with our customers

should see us make further progress in 2007.”
Scot Smith, Divisional Managing Director



Operational Review

Werr Minerals best in class products are

Englneering excellence designed and built to reduce downtime
at Welr Minerals Australla d v e s d tl nin h a du
Harder ore at Xstrata’s Ernest Henry Mine in an minimise 1sru p c € Vy tyl
Queensland, Australa led to a 30% reduction H H
e e Weanoan e Al o abrasive or corrosive processes. A robust
operating i the mil orcuit This adversely H
affected productich and ncreased maintenance glObaI su pply Operatlon 1S baCkEd by
costs Our local marketing and engineering . .
deparuments moved nto action excellent local engineering support
When design changes to the components
of the metal kned pump did not create the
desired product hfe, a more radical approach Primary Input breakdown
mas consﬂ::r;d The r:’ew rulLber ::;m: Minerals 68 0%
arman pump designed in Madison
far the South American market was shawing Power 12 1%
good results in similar apphcations, which had General industnal 11 6%
previously been the domam of metal pumps ol 7%
The tirst trial of the MCR pump at Ernest Water & Wastewater T 6%
Henry Mine yielded promising results and
after further design improvements, the pump
reached the target wear life In addition te Geographic breakdown
increasing the wear hfe by 63%, pump
throughput alsa increased by 8% Americas 45 4%
Ernest Henry has now replaced all its roll Europe & FSU 16 0%
circut pumps with rubber imed Warman Australia 13 9%
MCR pumps Indo Pacific 137%
Middle East & Africa B 6%
UK 24%
Checking the wear rate on the rubber liners
w a Warman MCR Ml Circnt pump

Market review

Businesses within Weir Minerals supply slurry equipment solutions to
mining, mineral processing, sand and aggregate, power and o/l sands
markets around the world

All of our markets remained buoyant in 2006 and we anticipate another
year of growth 1n 2007 As customers continue to consolidate, we are
mereasingly moving towards setting up global account management,
using inter and Intra divisional collaboration to capitalise on available
opportunities across the Group

We are also focusing on expanding our service offerngs In South Amenca,
customers have fully embraced the *full service model’, which sees Mmerals
service centres and teams embedded with customers To replicate this
development across all regions, we have established a global working group
to help instill a more consistent approach in all our centres, based on Lean
processes This is coordinated by the Hazleton Service Centre, a showcase
facility, which sets the benchmark for the Minerals businesses

The Werr Minerals design centre 1s involved in redesigning our older
products and developing solutions to take us ito new areas of aur
customers business This supports our strategy of nngfencing custormers,
so that they don’t need to go anywhere else for any part of their process
Our strategy also includes building collaborative frameworks with other
players within the market to offer a combined product portfolio that
benefits everyone

In terms of geographic significance, North Amenica, South Amenca

and Austraba remain the three key drivers for Minerals However, future
growth opportunities in Russia, China and India present strong prospects
for the future

Our operations n India and China continue to experience very rapid
growth India won significant contracts within the local power generation
market during the year and now includes a 50 strong design team, which
provides engineering design and modefling services to the whole Group
The opening of our first dedicated foundry in China now provides a

low cost source enabhng us to attack the indigenous Chinese market
more aggressively
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Clear Liquid: World-class businesses providing
end-to-end pumping solutions for major oil and
gas, power generation, water and hydrocarbon

processing projects.

- 250
200
150
100
Stephen Bird [*°
Dmisional Managing Director

2005 2006

Operational review

2006 was a year of significant achievement, with all businesses benefiting
from our strategy of focusing on higher technology, ligher margin and
speciality activities while exiting lower margin markets

The acquisition of ltalian pump manufacturer Weir Gabbioneta has been
an excellent strategic fit and the imtegration of this business has been
highly successful The Group s ivesting in strengtheming the organisation
and improving the core processes of the company and Weir Gabbioneta 1s
now well placed to benefit from contimued growth in the downstream oil
and gas markets

Weir Pumps delivered a significant improvement in 2006 results due to
the restructuring underfaken in 2005 and by refocusing the business on
its most profitable activities These intiiatives delivered full year profits
following signuficant losses in previous years

We experienced further growth in our existing higher margin, niche
businesses of Weir Lewis, Werr Specialty Pumps and Weir Floway

The improvement in Weir Floway was particularly pleasing as st stems from
the successful implementation of a number of operational and growth
intiatives, as well as the appointment of a new managing director The
company produced an input increase of 27%, with much of the growth
drwven by international expansion Targeting fire protection pumps for
offshore ol exploration ptatforms has proved highly successful Weir
Floway has developed supply partners whose technology uniquely
supports this niche market and the team has established itseff as a

leader in the design and manufactuning of this product line

Waeir Lewss recorded another excellent year, on top of a very strong 2005 and
saw nput Increase by 299%, with significant new orders fram Northerm Africa

Our Manchester foundry played an important role in supporting both the
Clear Ligud businesses and other Weir Group comparues i 2006 The
demand for castings during the year was very strong and resulted in an
extension of lead times throughout the industry However, the Manchester
foundry was able to mantain short lead times and give Weir companies a

competitive advantage on many projects This vertical integration and control

of a critical component of our products has been important in meeting our
customers needs Indeed, much of Weir Gabbioneta’s casting work was
moved to the Manchester foundry to help Gabbioneta delver key projects
on time This was a prime example of how Weir comparies work together
to maximise the Group’s competitive advantage

Qur brands
Weir

Lewts
Floway

Gabbioneta
Order input ng,;';

£222.7m e

Begemann
Up 32% Zeron 100

With our most important markets continuing to remam buoyant, our
investment tn Lean manufacturing and excellent project management
principles has enabled us to meet increased demand from our customers
Lean pnnciples are being driven across ali of our businesses, including
Weir Gabbioneta and we remain well placed to sustain ongoing
continuous Improvement

Following a year of consohdation and controlled expansion, Weir Clear
Liguid Division 1s looking forward to continued growth in 2007 and beyond

Key achievements

= Gabbioneta integration carnpleted successfully and order mput increased
by 30%

» Restructuring of Weir Pumps delivered significant improvernent
« Weir Lewrs order itake up 299, with sigrificant progress in North Africa

s Wer Floway order mput up 27%, with growing position mn the imnternationat
fire pump market

o Waeir Pumps expenenced continued success in the Chinese nuclear market

* Manchester foundry gave other Weir compantes significant competitive
advantage when figh demand led to mcreased industry lead times

= Materals business i Manchester increased mput by 32% and won major
projects for supply to Chile, Spain and the Middle East

« Continued mnvestment in implementing Lean prnciples resulted i
improvements in quality, on time defivery and working caprtal across
the Clear Liquid bustnesses

“2006 saw Weir Clear Liquid deliver a strong performance as a result of executing
our strategy to focus on higher margin, speciahst markets, successfully integrating
Gabbioneta and restructuring Weir Pumps in Scotland. Weir Clear Liquid i1s well placed

to growin 2007.”
Stephen Bird, Divisional Managing Director
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Case Study

Weir Floway Targets Offshore
il Exploration Market

Weir Floway erjoyed a hghly successtul 2006
with input up 27% Much of ths growth was
driven by mternational expansion

Weir Floway's strategy for intematianal growth
includes the active pursult of the highly
engineered internaticnal fire purnp market
Targeting fire protection pumps for offshore
oil exploration platforms has been highly
successful Floway has developed supply
partners whose technolegy uriquely supports
tins nuche market and the team has established
itself as a leacler in design and manufacturing
of this product ine

Contnuing efforts to maximise penetration in
this market include the addition of dedwated
engineenng resources to design modular fire
pump skid packages for quicker dehvery and
common spectfications frem platform bulders
This new design will enable Floway to meet
the market dermands for documentation white
driving down manufactuning costs Floway
anticipates that the worldwide demand for
new oil resources will continue to drive sales
In the export fire pump market sectar The
development of new fabrication capabilities
at Floway 1s underway and expected to
increase the profits for fire pumps by bnnging
wark In house for better plant utilsation

Weir Floway's 2004 export fire pump order
mput has grown significanthy and this growth
complements Floway's already strong presence
n runing and other speciality verbcal turbine
pump applications intemationally

Werr Floway’s mghly engineered fire pump
ackueving internotionel growth m the
offshare ol exploration murket

Operaticnal Review

Weir Clear Liquid is continuously
enhancing and developing its product
range to solve the technical and
operational challenges facing its
customers, enabling them to
improve performance and

compete effectively worldwide.

Primary Input breakdown,

o]} 43 8%
General industrial 17 3%
Power 15 4%
Water & Wastewater 14 3%
Minerals 81%
Naval & Marine 11%
Geographic breakdown'

Americas 29 2%
Middle East & Africa 26 9%
Indo Pacific 17 8%
Europe & FSU 15 8%
UK 99%
Australia 0 4%

Market review

The pnmary markets for Weir Clear Liquid are o1l and gas, power
genetation, specialist water and wastewater and speciality products
for general industrial markets The strategy Is to strengthen participation
tn highet margin activiies and focus our resources on those markets
where we belleve we can lead and bring added value to our customers

O1l prices remained tigh m 2006, which meant that both the upstream
and downstream ol markets continued to be buoyant and growing
globatly This resulted in sigraficant business opportunities for Weir Pumps
and Weir Gabbioneta, in particular

We experienced strong growth in the Chinese power generation market
n 2006 and expect this will continue due to Chinese plans for significant
long term vestment 1 their future Our increased regional sales
presence and an international reputation for both technical expertise
and excellent quality resulted in significant orders for Weir Pumps in
this market  with particufar demand for concrete volute units and our
urigue integral turbine pumps

We remain selective about our actvities in the water and wastewater
markets and will continue to focus on more technical, higher margin
products We currently operate successfully in the UK clean water market
and in the United States, where we have leading positions in our selected
muricipal water and wastewater markets

The minerals and mining sector continues to be a growth market,
particularly with regard to our Weir Floway vertical turbine pumps
By working closely with Weir Minerals, we have been able to grow our
market share considerably, particularly in South America

The niche Weir Lewss and Weir Specialty Pumps businesses enjoyed
considerable success, outpacing market growth rates, and we
anticipate equally impressive results in 20067

Our 2006 performance In the general industnal market was also strong
The sector continues to grow at 3 4% and the Clear Liquid businesses
are well placed to grow ahead of this market
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Valves & Controls: Specialising in high integrity
valves for critical service, process protection and
plant safety applications in the power generation

and oil & gas sectors.

1)

60

40
Phil Clifton 2
Divisional Managing Director

2005

Operatlonal review

During 2006, all the Valves & Controls businesses delvered significant
improvemnents in their finanaial performance compared with the previous
year, showing the beneht of the recent transformational changes

The restructuring of our UK operation was completed on time and
under budget in the first quarter of 2006 As expected in such a major
transformation, we have had to work hard te develop the new supply
chain and we are now In a stronger position going forward

The capabilities, quality and rehability of the supply chan remain crucial
to Weir Valves & Controls, due to the demands of our highly technical
nuclear valves at the higher quality end of the market As a consequence,
Werr 15 Investing in its own foundries, micluding the Clear Liquid faciiriies
tn Manchester and Minerals foundnes woerldwide, with benefits for

all businesses

Our French operation enjoyed considerable success, turning the business
around over the last two years and recording strong growth and excellent
profit performance in 2006 Delivery of the first Ukrainian nuclear contracts
to programme and budget led to further nuclear valve work being won in
the Ukraine, in addition to significant orders from China and a major three-
year nuclear service contract for EDF in France The commercial safety
valve'business achieved more output from the consolidated facility than
the previous two factories combined, wath the implementation of Weir
Production Systems and Lean thinking reducing bottlenecks and
smoothing flow through the facility

The acquistiion of our new factory in Suzhou, China, was completed to
plan and this operation was integrated utilising the now proven Weir 100
day integration plan We now have a modern facility operating to world
class quality and safety standards, based on the Weir Production System
and Lean thinking

In the United Arab Emirates, we restructured our operation and commenced

production of valves using a local supply cham In this region, we collaborate

closely with Weir Services to provide both valve assembly and testing
locally, which has proven to be very successful

2006

Our brands

Atwood & Mornll
Batley Valve
Blakeborough Cantrols
Hopkinsons

MAC Valves

Sarasin  RSBD

Sebim

Tricentnc

Order input

£70.6m

Up 20%

In the year, product development was focused on modifying existing
products to meet new customer needs, inctuding our French nuclear
valve range for the United States market We are also re-working products
for use In the next generation of conventtonally fuelled power stations,
which operate at much higher pressure

Key achievements

s Restructunng and refocation of the UK business and the implementation
of a new business model based on a tugher proportion of outsourang

= Transformation of our French operation, resulting in strong growth and
excellent profit performance

» Acqusition and integration of a new wholly owned subsidiary in Suzhou,
Ching, including the successful introduction of Weir Production Systems

« Sigruficant order wins for the Middle East ol and gas market

* Increased output and profitabiity from our commercial valve operation
1n North Carolina following the implementation of Lean principles

* Creatron of a Weir Group nuclear forum to maxirmse opporturities
in the power generation market across all Group businesses

« All the Valves & Controls businesses significantly improved their
Werr Production System scores, resulting m delivery and lead time
rmprovements in aff plants over the year

“The transformation of the Valves & Controls businesses in France and the UK was
substantially completed during 2006 and has shown significant improvement in
profitability. Together with improvements in the Urited States operations and the new
plant in China, this gives a strong platform for further profitable growth in the future.
The ol and gas market continues to be strong, but most pleasing is the growth we are
now seeing in the power generation market, both conventional and nuclear, where
we have good products, strong references and excellent engineering skils.”

Phil Clifton, Divisional Managing Director
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Cryogenic valves for
China’s first LNG plant

China, the hungnest and thirstiest energy
market in the warld, 15 Iikely to require the
impert of 19 millicn tonnes of Liquefied
Natutal Gas (LNG) by 2010 Construction
of China’s first LNG termimal and asscoiated
high-pressure pipelines 1s currently underway
In Guangdong Province Wer Valves &
Controls was contracted to supply a

range of control valves for the project

The valves we supplted included butterfly
valves, globe control valves and cryogenic
globe valves Based on our standard BV500
and BYF90 ranges and manufactured in
stairdess steel, the valves were fitted with
specially constructed cryogenic valve
bonnets to ensure maximum heat
dispersion and packing protection

at cryogenic temperatures

The cryogenic valves were required to
undergo a ngorous round of cryogenic
tests in a bath of lquid nitrogen to prove
the integnty of the valve body and seals
They were then slowly returned to ambrent
temperatures and re tested to ensure
continwing seal integrity

All of our valves passed this extensive testing
and were successfully supplied n 2006

Assembiy of Blakeborough controf valves for
cryogemc use s Ching

Opetational Review

Weir Valves & Controls products reflect
our state of the art product development
and manufacturing focus. Our global sales
operation and engineering capability
enable us to offer the whole project,
whole process solutions our

customers require.

Primary input breakdown

Power 56 0%
Ol & Gas 25 5%
General industrial 17 5%
Minerals 06%
Naval & Manne 03%
Water & Wastewater 01%

Geagraphic breakdown

Europe & FSU 29 5%
Americas 27 0%
Middle East & Africa 16 1%
UK 14 7%
fndo Pacific 12 6%
Australia 01%

Market review

The two key sectors in which Weir Valves & Controls businesses operate
are power generation and oil and gas

The pawer generation market showed strong growth during 2006

and not just in China We are now seeing coal and nuclear plants in the
advanced stages of planning in both Europe and North America We have
taken the decision to refocate our nuclear vatve operation to a new site in
Massachusetts and have high expectations for this facility

A Werr Group nuclear forum was established to capitalise on the
opportunities in this inportant market across the Group businesses
Weir 15 particularly well placed in the nuclear market on account of
its techrically advanced products, strong istalled base (over 75%
of the world's reactors use Weir equipment) and excellent
engineering capabilities

We are also optimustic about opportunities in the conventional power
generation market The fatest conventionally fuelled power stations
operate at higher pressure in 2006, we adapted our products to meet
the requirements of this new operating environment

The o1l and gas markets are robust and growing Bustnesses operating
n this sector continued to perform strongly in 2006 and we won
sigruficant orders, including several for the Middle East

We are continuing to Invest in local people and traiming in key emerging
markets around the world and introduced new sales and operational
offices in Dubar, Beying and South Afnca

In 2006, we focused on after rmarket actrities with several of the businesses
improving thetr processes to become responsive to changing and ever
more demanding custormner requirements The growth achieved in this
area 15 very encouraging and we see further opportunities for 2007

13
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Engineering Services: Weir's reputation for engineering excellence extends to the
technical support of both our own installed base and other manufacturers equipment.
Engineering Services works across all Weir markets, supporting both the Engineering
Products businesses and the Defence, Nuclear & Gas operations. Weir Services also
provides equipment maintenance, engineered solutions, process support and asset
management across major industrial sectors. A global programme of state of the art
analysis, design and production technology for spare parts is delivered through local

and on site engineering service centres

Operating profit (Em)  Operating profit

20

Steve Simone
Dwistonal Managing Drrector

2005 2006

Operational review

2006 was a year of transition and consolidation for much of the Werr
Services Division All of the busmesses continue to strengthen our offerings
in niche markets, using our expertise and expenence to iImprove custormer
service, enhance equipment performance and accelerate delivery We
continued to exit non core products and activities that are not ahgned
to our strategy of offering higher margin integrated engineering solutions

In North America, we enjoyed significant success in the Oil Sands markets
of western Canada During the year, we won a very high percentage of the
bids that were tendered for the specialised equipment we supply, and also
saw significant improvements in our distnbutton products business, for
which we sell other Werr products throughout the region

After careful evaluation, the decision was made to close our unprofitable
United States service centres While we were disappointed with the need
to take this action, neither the competitive environment nor the margins
provided by these businesses were sufficient to provide ongoing
opportunities and satisfactory returns

in the Middle East, our major facility in Dubal turned performance around
and showed significant improvements in the second half of the year
Switching focus onto more localised opportunities in the ot sector resutted
in considerable success, with input substantrally up on the previous year

Dubai also became the first location in the Group to achieve OHSAS 18001
accreditation following the successful audit of its Health & Safety Management
System by independent certification bodies

We enjoyed considerable success through our new joint venture with
Amco in Saudi Arabia, which made significant progress during the year
We have great expectations for the business gotng forward

Our Australian operations had an excellent year, exceeding targets
following a two year investment strategy

£12.4m

Down 9%

Revenue Order input
£225.2m £236.6m
Up 3% Up 5%

2006 was a year of major restructuning in the UK as we consohdated
facilities and resources to focus on the most profitable actiities and

markets We also won significant contracts and received notable health
and safety and outstanding customer service accolades from Scottish &
Southern Energy and Sandon Dock Our field service group performed

well, with increased profits and safety improverments that saw them
complete the entire year with no Lost Time Acaidents

The Weir Production System was successfully implemented during
2006 its introduction was well supported throughout the division
and across all geographic regions

In 2007, we will continue to focus on value added services and
integrated engineering solutions, working together with other Weir
divisions to share technical resources and facilities that will enable
profitable growth for all

Key achievements
«  Success in the Oif Sands markets of western Canada

* Adaption of Weir Production System produced operational benefits
across North America and the UK

»  Weir Amco jont venture in Saudi Arabra grew 50%

» Aramco recogrised our Saud facility for outstanding
customer support

* Market refocus produced significant improvements m Dubar’s
performance in the second half

»  Opened new faolity in Bangalore, India
* Austrahia met all of tts targets, reflecting growth over previous years
+ Alloa business in the UK won three large Hydro projects

* Secured five year Canadian Natural Resources asset managernient
contract in North Sec od and gas industry

“Weir Services continues to be a strong customer focused organisation and prides itself
in solving customer problems. We continue to listen to our customers, developing the
orgarnsation to reflect the demands of the marketplace. in 2006, we invested
significantly in facility realignments to have more capable facilities with stronger
techrucal and project management skills to enhance our position in our core markets.”

Steve Simone, Divisional Managing Director
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Case Study

Weir Amco
Joint venture success

‘Weir-Amco, our newest jont venture Company,
15 the hcensed authorised repar facility for
Hydrdl Blow-out Preventors i one of the
largest oil related markets in Saudi Arabia

In Aprit 2005, prior to the joint venture, Amco
was placed on provisional status by Hydnl and
was under threat of losing its preferred status
The new Werr management tearn and Welr
Amco emplayees have not enly managed to
attain fully approved status agamn, lout have
also recerved accolades from both custormers
and Hydnl management

At the start of the joint venture operations,
investigations revealed that the lack of
specific threading capability was causing
major delays in the delivery of blow out
preventors to customers

The use of the Wew Production System has
successfully reduced tummaround of threading
parts fram three weeks to 3-4 days Weir-Amco
new has full in house capability to turnaround
Hydnl Blow-out Preventors and the number of
Blow-out Freventors received from customers
has almast doubled i 2006 from 2005

Dunng 2008, the estimated vatue of Hydnl
work alse doubled, mcuding winning back
major custorners, which were lost prier to
Wer s involvernent.

Blow out Preventors for the of industry go
through the service faclity

Operational Review

The specialist technical expertise of Weir
service engineers and project managers
enables customers to improve their
operations by reducing downtime,
enhancing the performance and
extending the working life of

process critical equipment

Primary Input breakdown

o]]] 35 6%
General industrial 22 5%
Power 18 0%
Minerals 10 4%
Water & Wastewater 7 5%
Naval & Marine 6 0%

Geographic breakdown

Americas 48 1%
UK 25 4%
Middle East & Africa 11 8%
Australia 1 0%
Europe & FSU 24%
Indo Pacrfic 13%

Market review

The ol and gas industries around the world remain busy, driven by growing
demand and buoyant prices and this continues to be a key sector for Weir
Services Billions of dollars are bemg comnutted to projects in the energy rich
regions of the world, such as western Canada, Middle Eastern countries,
Western Austraba and the Caspian region Weir Services 1s involved in
projects ranging from small preductivity enhancement programmes to
major greenfield operations for the Oil Sands in Western Canada and
increasing drilling capacity by 509 in Saudh Arabia

The Ol Sands business tn western Canada has increased significantly in
recent years and the dwision expenenced continued success in this area in
2006 The industry has commtted to $10bn of investment in this region
over a 10 year penod, so it 1s hkely that we will continue to stay focused
on this market for the foreseeable future

The power industry 1s also experniencing significant growth and we are
seeing a commitment to increase capacity through a combination of new
facilities, the investigation of renewable energy options and equipment
Iife extensions driven by ageing plants New plants are prominent in
China and Incha, while upgraded plants are planned for North America
and Europe

Around the world, commodities markets reman strong and the mining
industry 15 being driven by dermand in China, as well as Austratia and Canada
The importance of safety and equipment specification within the industry
rmeans that it 15 essential to offer an integrated engineering solution rather
than a simple repair service We are generating successful business in this
area and have enjoyed upturned market conditions in 2006

Weir Services 15 well positioned to take advantage of buoyant market
conditions globally through our existing service network around the
world Our abdity to marsha! technical resources to the sarnetimes difficult
lecations of our customers sets us apart from the general competition
We also emjoy an excetlent reputation for solving ongoing performance
or equipment problemns, providing the technical expertise and expenence
that customers need to help to create optimal solutions for the long hau!

As a consequence of ltmited supply, customers are increasingly locking
to work more closely with our Services Dvision, which offers a stable
supply of qualified field labour and capable re-manufacturing locations
To maxirmse the opportunities this situation presents, we will continue
to promote the division as an integrated solutions provider, rather than
simply a repair and maintenance supplier This puts us i an idea) position
to benefit from the move by customers towards long term asset
managerment contracts and their requirement for more partnership
style relationships
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Defence, Nuclear & Gas: Specialist engineering
design businesses, responsible for the design and
management of complex engineering projects.

Operating profit (£m)

10

Phil Clifton 25
Dwisional Managing Director

2005 2006

Operational review

The nuclear and defence businesses delivered another strong performance
tn 2006, successfully bullding an our reputation for engineening excellence
by working with customers ta solve very specific problems in the defence
and nuciear sectors

In these buoyant markets our strengths hie in the ability to design and
produce control systems and mechamical handling solutions, which meet
very specrfic, safety cntical and challenging requirements, such as the
mechanical handhing of weapons or nuclear waste

We experenced significant growth overseas, successfully implementing our
strategy for opening up new markets outsrde of the traditional UK market,
with contract wins for the Spanish, Canadian, Dutch, Korean and Austrahan
navies The long awaited confirmation of our Spanish submanne contract
was particularly welcome

Within the nuclear industry, we remain focused on the UK market, where there
1s considerable opportunity in nuclear decommissioning waste management
and clean up operations, once funding commitment 1 secured

Weir LGE, our liquid gas shipping and onshore storage business, had
another exceptionally strong year in 2006 making a sigmificant contnbution
to divisional profits and winning virtually every new order possible during
the year

The market for marine LPG gas camers grew at record levels for the third
successive year, with imited availability of bullding stots forcing owners to
order now for deliveries into 2009 However, following the recent boom in
orders, we are expecting demand for large and medium sized LPG carriers
to dechne significantly in 2007 and throughout 2008

We are continuing to develop our onshore LPG storage facility expertise
and forecast a healthy and steady growth of opportunities for the future

Key achievements

*  Major contract awarded to design ond manufacture the Weapons Discharge
and Handling System for new Spanish conventional submartnes

o Successful installation of an Intermediate Level Waste handling system at
Hunterston ‘A’ nuclear faciity

* Fve year Through Life Support contract signed in Austraha, enhancing our
already close relotionship with the Australian Navy and Defence Departrnent

o Record year saw Weir LGE build on its leading position i LPG correr market
o Surcessfully extended Weir customer base to nclude Norwegian ship owners

* Continued successful delvery of major equipment for the Royal Novy Astute
submanne programme

» Contnued growth in support of the Canadian Navy submarine programime

« Continued growth with British Energy to momtain and improve fueling
systems an ts ACR nuclear power stations
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Operating profit

£9.8m

Up 46%

Revenue Order input
£107.2m £179.1m
Up 57% Up 60%

Defence

GCrowth in defence spending remains positive
worldwide Many major maritime and land
systemn projects are predicted to start in the
near future in the United States, Europe,
Australia, Canada and the Far East

Nuclear

The potential for nuclear power revitalisation
and dermand for decommuissioning solutions
have brought new confidence to the nuclear
markets We forecast an increasing demand
for competent systems providers with

strong technotogical skills and detailed
regulatory knowledge

Gas

The LPG transportation and onshore storage
market remains robust with mcreasing long
term new storage requirements particularly
in the Middle East

Primary Input breakdown Geographic breakdown

Naval & Marine 91 7% Indo Pacific 54 8%
Power 5 5% Europe & F5U 21 7%
General Industrial 2 8% UK 15 4%
Austraba 55%
Amenicas 2 6%

“The Defence, Nuclear & Gas Division successfully
opened up new markets for our defence business
and i1s well positioned to take advantage of
activity in the nuclear power market In the
burgeoning gas market, Weir LGE significantly
exceeded its growth expectations.”

Phil Chifton, Divistonal Managing Director



Financial Review

generation of the Group.

Financial Review: These financial results demonstrate
the effectiveness of the operational improvements
we have made and the strong underlying cash

“The Group includes a strong portfolo of businesses
in the oil and gas, power generation and
mining markets where fundamentals point
to sustained future progress.”

Operating Structure

The trading activities of The Weir Group PLC compnise the manufacture
of pumps and valves and ancillary equipment for the oil and gas,
power generation, mining and general industrial markets (the Group’s
Engineenng Products Dvision), the provision of equipment maintenance,
process support and asset management services {(which constitutes the
Engineening Services Division) and the specialist design of turnkey
engineening projects, (the Group’s Defence, Nuclear & Gas Division)
The Group also has a number of investments under joint ventures and
associates, the most significant of which is the shareholding in Devonport
Management Ltd {(DML), the owner and operator of the Devonport
Royal Dockyard, which services, mamtamns and repairs the UK's nuclear
submanne fleet The results of these joint ventures and associates are
reported separately

Results overview

These financial results demonstrate the operational improvements we have
made and the strong underlying cash generation of the Group The Group
includes a strong portfolio of businesses in the ail and gas, power generation
and mining markets where fundamentals pont to sustarned future progress

Reported revenue increased by 19% in 2006, from £789 4m to £940 9m
with all three divisions achieving growth over 2005 Buoyant conditions in
the mining, oil and gas, power generation and marine markets, together
with a full year contribution from Weir Gabbicneta, contributed to the
year's results Favourable exchange benefits from the translation effects
of overseas subsidiaries contributed £0 9m to the revenue growth

Operating profits before exceptional items rose 32% to £87 7m for 2006
Excluding attributable profits from our joint ventures and associates, the
operating margin was 8 2% of revenues against 7 2% last year Increased
operational leverage, the UK restructuring programmes and the full year
effect of the Weir Gabbioneta acquisition benefited Engineenng Products
Together with a stronger performance from Defence, Nuclear and Gas,
this offset lower margimns in the Engineering Services Division caused by
once off restructunng costs which are expected to delver improved
performance in 2007 Attributable profits, reported on an after tax basis,
from our joint ventures and associates contnibuted £10 5m against £9 2m
in 2005

Net exceptional profits of £15 7m were recognised in the year These
represent a gain on sale of £6 8m on the former Werr Valves & Controls
site in Huddersfield, costs of £1 8m in respect of the previously announced
UK restructunng and a one-off gain of £10 7m arising on the implementation
of agreed changes to the defined benefits arrangements in our matn UK
pension scheme
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Net mnterest costs of £5 Sm were £0 9m higher than 2005 as a consequence
of higher average net debt levels following the Gabbioneta acquisition in
2005 The net interest costs were covered 16 times by operating profit
from continuing operations before exceptional items In addition, there
was a £4 4m improvement in the net income earned from the Group's
pension schemes reflecing the improved expected return on plan assets

Profit before tax before exceptional items increased 409 on the previous
year at £87 1m (2005 £62 2m} Reported profit before tax increased
174% to £102 Bm (2005 £37 5m), reflecting the impact of exceptional
items in both years

Details of the trading highlights of each of these segments are set
out below

Engineering Products

Input grew 23% to £683 8m with almost 80% being attnbutable

to the o1t and gas, mining and power generation markets We achieved
excellent results frorn Minerals (up 199} and Clear Liquid (up 32%)
which combined with 20% growth from Valves & Controls to achieve
the Group's highest ever level of arder input

Revenue on a constant currency basis increased 21% to £608 5m n
2006 (2005 £501 4m) due to continued strong demand frorn our core
runing, oil and power markets and geod levels of organic growth across
the dvision’s pumps and valves products Underlying revenue growth,
excluding the part year impact of the Weir Gabbioneta acquisition on
the 2005 comparatives, was 17% The impact of foreign currency
movements was mimmal

Operating margins before exceptional items as a percentage of revenue
increased to 10 3% aganst 8 496 1n 2005 Increased revenue in the Minerals
business, improved performances at the restructured Valves & Controls
and Ciear Liquid operations and the inclusion of Weir Gabbioneta’s higher
margin product sales for the full year, all contributed to the improved result

The two UK restructuring programmes are now complete following a
further charge of £1 8m 1n 2006 in addition to the £24 7m booked in the
prior year The total cost of £26 5m was £4 5m below the anticipated cost
of £31 Om advised at the time of our 2005 restructuning announcement
In addition, a gain of £6 8m was recognised on the sale of the
Huddersfield site

Operating profits before exceptional items increased 499 to £62 6m
(2005 £41 9m) due to continued strong performances from the Minerals
actmties, the benefits of restructunng in both Clear Liquid and Valves and
the full year impact of Weir Gabbioneta on the 2006 results

Engineering Services

Input from Engineenng Services increased 5% to £236 6m (2005 £225 5m)
with strong growth across the power and ol sectors On a constant
currency basis revenue increased 3% to £225 2m (2005 £218 8m)
reflecting both the impact of a number of large one off contracts in 2005
and a conscious focus on the most profitable activities and markets
Operating profits were £12 4m compared to £13 6mn 2005 Tiis
reflected an improvement n the underlying trading performance of

the dwision offset by one off costs of £4 4m ansing from restructuning
actnaties in the UK, United States and Middle East

Good progress was made by the Canadian and Australian operations
during the year In the UK, the rationalisation of the UK Service Centre
network was largely completed and, m the United States, the decision was
taken to close the remaming loss making Service Centres In the Middle
East, one off costs were taken in the year to realign overheads and refocus
the operation on the o1l sector

We are encouraged by the prospects for growth within our Services Division
Qur joint ventures n Saudi Arabia and Abu Dhalr made good progress and
the restructuring investments made in the United States, UK and Middle East
provide a solid foundation for margi progress in the year ahead
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Defence, Nuclear & Gas

This division comprises those businesses in the Group where revenue

i1s derived from the specialist design of turnkey engineening projects for
the defence, nuclear and gas markets The division’s revenue in 2006
increased 579% to £107 2m (2005 £68 3m), with gains in the marine
market as revenue milestanes were achieved on a number of major
contracts Operating profit grew 46% to £9 8m aganst £6 7min 2005

joint Ventures & Assoclates

The Group’s share of profit from its joint ventures and associates
increased 14% to £10 5m The increased profits from DML reflect the
benefits of the iImproved performance of its penston scheme, which offset
the tmpact of favourable profit taking on a number of key contracts in the
prior year The full year contribution from the Group's 499 share of its
jomnt venture mn Saudi Arabia also contributed to the improved result
when compared to 2005

Taxation

The tax charge for the year of £19 9m (2005 £13 8m) on attributable
profits of £76 6m, before exceptional items and excluding joint ventures
and associates, represents an underlying effective rate of 2696 (2005
26%) Thus differs from a theoretical expected rate of 31 3% (2005 31 3%)
principally as a consequence of the tax efficient use of capital and the
recogmtion of historic losses and temporary differences in the United
States The underlying tax rate 1s expected to nise in 2007 as these

historic losses are utilised

The reported tax charge on profits before tax was £22 6m {2005 £13 8m)
reflecting the additonal tax due on exceptional items There is no tax
payable on the gain on sale of the Huddersfield site as 2 consequence

of capital losses available for offset

In accordance with IFRS, earrings from joint ventures and associates are
reported on an after tax basis, with a tax charge of £3 7m reflected within
these net earnings

Earnings and Dividends

Earnings per share before exceptional items was 32 4p, an increase of
38% compared to 2005 Reported earnings per share, taking account of
exceptional items and discontinued operations, was 39 4p, an increase of
213% The weighted average number of ordinary shares in issue increased
to 207 1m as a result of the issue of 1 3m shares during the year to fulfil
option exercises

Subject to shareholder approval, the total dividend for the year 1s 14 5p,
an increase of 109 over last year's total of 13 2p This represents dividend
cover (being the ratio of earnings per share before exceptional items to
dividend per share) of 2 2 imes compared to 1 8 times in 2005 Going
forward, the Group wifl ook to sustain a progressive dividend policy and
cover of at least 2 times

Cash flows

The Group has delivered strong growth in cashflows, with cash generated
from operations of £134 5m substantially ahead of 2005 (£71 3m)as a
consequence of increased profitabthty and a £34 9m improvement in net
working capital, despite increased trading volumes This improvement
arose from relative reductions i recervables and inventory levels and
increased advanced receipts of £10 9m which are expected to unwind

in 2007 A £7m special contribution was made during the year to reduce
further the deficit 1n the Group’s UK defined benefit pension plans



Net capital expenditure was £26 6m (2005 £25 3m) reflecting continued
investment across the bustness This represents 1 5 umes depreciation,
and we expect to spend around 2 times in 2007 In addition, proceeds
from the sale of the Huddersfield site of £8 3m were offset by exceptional
cash restructunng costs of £5 8m

The reduction in net debt resulting from positive cashflows was £56 9m
which, taken together with a £12 4m positive currency translation effect
on overseas borrowings, resulted in a year end net debt position of £7 1m,
down from £76 4m in 2005

Liquldity and Funding

Our general policy s to finance the Group through a rixture of debt and
equity The Group’s capital structure 1s managed centrally with the objective
of optimising the returns to shareholders over time, whilst safeguarding
the Grougp's ability to continue as a going concern

The Group has a £300m multi-currency revolving credit faciity and Canachan
dollar credit facihities of $180m, all maturing m 2009 These have standard
covenant and variable rate interest structures and all covenants were met
in 2006 Foreign currency denominated borrowings of £145m equivalent
were outstanding under these facilities as at 29 December 2006

The maturity profile of committed banking facilities 1s regularly reviewed
and well in advance of their expiry such facilities are extended or replaced
as required

The Group held net cash balances of £139m as at 29 December 2006,
of which £98m was held in the UK and the remainder held as operating
funds by Group companies worldwide

In addition, the Group has several committed and uncommuitted bank
facihities under which advance payment and performance guaraniees
are issued to support normal contract terms

Treasury Management & Policles

The Group's treasury policies seek to reduce financial nsk and to ensure
adequate controls over treasury activities group wide Treasury activities
are fargely delegated to the Group's operating companies and are carned
out withn this policy framework Under treasury policy, all matenal foreign
exchange exposures are hedged, typically by means of forward contracts
matching the underlying contract cash flows, to provide certainty of future
revertues and costs No speculative transactions are undertaken Group
Treasury monitors exposures group wide and reports regularly to support
Group financial nsk management processes Although all comparues with
nisk exposures undertake hedging transactions, only three companies
apply hedge accounting for such transactions for IFRS purposes

The Group does not hedge foreign exchange translation exposure

Further information on financial risk management objectives and policies
can be found in note 31 on page 85

Exchange Rates

The Group operates in a number of foreign currencies The results of
overseas operations are translated into sterling at average exchange rates
for the year Net assets are translated at year end rates Whilst there was
no matenal net year on year impact on the income statement in respect
of revenues and profits, the general strengthening of sterling against
major currencies towards the year end resulted in a negative net asset
translation effect of £12 8m

Detarls of principal exchange rates used are contained in Note 32 on
page B5

Financial Review

Retirement Benefits

The Group has 16 pension plans around the world of which six are defined
benefit plans, the most significant being the UK and Canadian plans

All defined benefit plans are closed to new members The net rebrement
benefits obhgation deficit reported at 29 December 2006 was £3 9m
(2005 £61 6m) Dunng the year, the pension plans have benefited from
nsing equity markets and bond ytelds, contnbuting to gams of £33m,
and a further £7m special contnbution was made by the Company

into the UK plans In addition, the trustees of the man UK plan agreed
to the implemented defined benefit changes which further reduced the
plan defiot by £10 7m Agamst the background of this improved position,
the Group and trustees are undertaking a review of investment strategy
with a view to reducing future volatility nisk

Net Assets

Net assets at 29 December 2006 were £371 9m (2005 £291 Om), with
the increase due to the improved profitability of the business and gains
from pension fund performance considerably offsetting an adverse foreign
exchange translation effect

Litigation

There are 52 asbestos related actions outstanding agamst Group
campanies in the United States All such actions are robustly defended

Critical Accounting Policies

The finanaal staternents have been prepared in accordance with IFRS and
the matenal accounting poliaies are set out on pages 48 to 53 of this report
There have been no changes to the accounting pohaes adopted in 2005

Applying accounting policies requires the use of certain judgements,
assumphions and estimates The most important of these are set out
below Further judgements, assumptions and estumates are set out In
the financial statements

Long term contracts

Approximately 14% of revenue was derived from long term contracts
The tirming of revenue and profits recognition in long term contractual
arrangements 1s important and 1s usually measured by reference to the
stage of completion of contract activity at the balance sheet date This
assessment necessarly requires a lugh degree of judgement For other
aspects of revenue recognition, our accounting pokcies allow revenue to
be recogmsed only when the risks and rewards of ownership have passed
to the customer

Impairment

IFRS requires companies to carry out impairment testing on any assets
that show indications of impairment and annually on goodwill and
intangibles that are not subject ta amortisation This testing involves
exercising management jJudgement about future cashflows and other
events which are, by their nature, uncertain

Retirement benefits

The assumptions underlying the calculation of retirement benefits are
important and based on independent advice Changes In these assumptions
could have a matenal impact on the measurement of the Group's retirement
benefit obhgations

Keith Cochrane
Finance Director
21 March 2007
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Board of Directors: The Board's operational
framework is underpinned by clearly defined
strategies, vision and values which combine to
create shareholder value through the effective
use of our resources.

Mark Selway
Executive Director

Aged 47, was appointed chief executive tn June
2001 Before his appointment, he was a director
of Britax International plc and managing director
of its automotive components division Following
the purchase of that division by Schefenacker
International AG in 2000, he became a director
of that company and executwve director of
Schetenacker Viston Systems

Audit Committee

Stephen King {Chairman)
Chnistopher Clarke
Michae! Dearden

Remuneration Committee

Michael Dearden (Chairman)
Chnstopher Clarke
Professor lan Percy

Nomination Committee

Sir Robert Smith (Chairmany
Michael Dearden

Protessor lan Percy

Lord Robertson

Mark Selway
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Alan Mitchelson
Executive Director

Aged 57, 1s a solicitor and joined the Group in
March 2000 as group company secretary He
was appointed a director in December 2001
Before joining the Company, he was legal
director and company secretary of Highland
Distillers plc, following a number of years as

a legal advisor with Trafalgar House plc

Kelth Cochrane
Executive Director

Aged 42, 15 a chartered accountant and was
appointed group finance director in July 2006
He was formerly group director of finance at
ScottishPower plc Before that he was with
Stagecoach Group plc where he was group
finance director before becoming group
chief executive in 2000



Board of Directors

Group Operations
Executive Committee

Keith Cochrane
Finance Director

Alan Mitchelson
Corporate Services Director and

Steve Simone
Services Divisional MD

Mark Selway Commpany Secretary Scot Smuth
From left to nght Chief Executive Phil Chfton Minerals Drastonal MD
Valves & Controfs and Defence, hen Burd
Nuclear & Gas Dsional MG Sctlggr f,zwg Drvisional MD
Sir Robert Smith Stephen King Michael Dearden
Chairman Non Executive Director Non Executive Director

Aged 62, was apponted charman in July 2002
He 15 chairman of Scottish and Southern Energy
plc and a non executive director of 31 Group plc,
Standard Bank Group Limited and Aegon UK plc
He was formerly chief executive of Morgan
Grenfell Asset Management, a member of the
Financial Services Authorty and of the Financial
Reporting Council and chairman of Stakis plc

Christopher Clarke
Non-Executive Director

Aged 61, was appointed a non executive
director in 1999 A graduate of Cambridge
University and of the London Busmess School,
he was formerly a director of Samuel Montagu
& Co Limited and HSBC Investment Banking
He 15 a Deputy Chawman of the Competition
Commussion and a non executive director of
Omega Insurance Holdings Ltd

Aged 46, was appointed a non executive
director in February 2005 He has been group
finance director of De La Rue plc since january
2003 He was formerly group finance director of
Midlands Electnicity plc and held senior financsal
roles with Seeboard plc and Lucas industnes plc
He was also a director of Camelot Group ple
until May 2006

Professor lan Percy CBE
Deputy Chairman & Senior Non
Executive Director

Aged 65, was appomnted a non executive
director in 1996 He was formerly senior partner
of accountants Grant Tharnton, president of the
Institute of Chartered Accountants of Scotland
and chairman of The Accounts Commussion for
Scotland He served as a member of the Treasury
and DTI Co ordinating Commuittee on Audit
and Accounting in 2003 and was charman of
Companies House untit December 2006 Hes
semior non executive director of Cala Group
Limited, non executive deputy chawrman of
Ricarda plc and chairman of Queen Margaret
University, Edinburgh

Aged 64, was appointed a non executive
director in February 2003 A graduate of Oxford
Unmversity, he was formerly with Burmah Castrol
ple, where he was CEQ of Castrol International
He 15 a non executive director of johnson
Matthey plc and Travis Perkins plc He was
chairman of Minova International Ltd untl
December 2006

Laord Robertson of Port Ellen {George)
KT, GCMG, HonFRSE, PC
Non Executive Direclor

Aged 60, was appointed a non executive director
in February 2004 He was Secretary General of
NATQ (1999 2003) and before that Secretary
of State for Defence (1997 99) Lord Robertson
1s chairman of Cable and Wireless International
Operating Board He s a non executive director
of Western Fernes (Clyde) Ltd He s also an
adwisor to the Royal Bank of Canada, Europe,

on the Adwvisory Board of Englefield Capital,
senior counselfor with The Cohen Group

(USA), President of Chatham House and

deputy chairman of TNK BP
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Directors Report

The directors are pleased to present ther 113th annual report,
together with the audited financial statements, for the 52 weeks
ended 29 December 2006

Cautionary statement

This annual report and financial staternents have been prepared

for the shareholders of the Company, as a body, and no other persons
The various reports contain forward looking staternents that are subject
to nisk factors because of the nature of the sector and markets in which
the Group operates and reflect the knowledge and information
available at the date of the preparation of these financral statements

Statements in the Chief Executive’s Review, the Operational
Review and the Financial Review on divisional performance are
made on a continuing business basis, excluding discontinued
operations and exceptional ttems

Except as otherwise stated in the Chief Executive’s Review,

the Operational Review and the Financial Review, growth rates
and other comparative data in respect of divisional revenue and
operating profits are given on a constant exchange rate basis
Underlying growth using constant exchange rates 1s defined as a
non GAAP measure because, unlike actual growth, it cannot be
derived directly from the mformation in the financial staterments
This measure removes the effects of currency movements, which
allows us to focus on the changes in sales and expenses dniven
by volume, prices and cost levels relative to the pnor pertod

Underlying constant exchange rate growth 1s calculated by
re transfating the prior year’s performance at current exchange
rates and adjusting for other exchange effects, including hedging

Results
The Group profit attributable to members for the 52 weeks,
after taxation, amounted to £81 6m

Dividends

The directors recommend a final ordinary dividend of 10 75p
per share to be paid on 1 june 2007 to ordinary shareholders
whose names are on the Company's register at close of business
on 4 May 2007 Together with the intenim ordinary dividend

of 3 75p per share paid on 10 November 2006, this makes

the total dividend for the year 14 5p

Principal activities and business review

A review of the Group’s operations, principal activities, future
developments, together with a descrniption of the principal risks
and uncertainties affecting the business and key performance
indicators can be found in the Charrman’s Statement on pages
2 to 3, the Chief Executive’s Review on pages 4 to 6, the
Operational Review on pages 7 to 16, the Financial Review

on pages 17 to 19 and the Corporate Social Respansibility
Report on pages 37 to 40, which are incorporated into this
report by reference, as well as within this report

Other reports

The annual report includes a separate Corporate Governance
Statement, which 15 on pages 26 to 28, Audit Commuttee Report
on page 29, Nomination Committee Report on page 30 and
Remuneration Committee Report on pages 31 to 36

Directors

Details of the current directors of the Company are set out on
pages 20 and 21 Chns Rickard resigned from the Board on 30
June 2006 Keith Cochrane was appointed to the Board on 3 july
2006 The directors who retire this year by rotation are Sir Robert
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Smith and Alan Mitchelson tn addition, as he has been a non
executive director for more than nine years, Professor lan Percy Is
subject to annual re-election In accordance with article 97 of the
articles of association of the Company, Keith Cochrane also retires
at the forthcoming annual general meeting and, being ehgible,
offers himself for election Sir Robert Srith, Alan Mitchelson and
Professor Percy offer themselves for re election

Director’s indemnities

The Company has granted indemnities to each of s directors in
respect of all losses arising out of, or In connection with, the execution
of their powers, duties and responsibiities as directors to the extent
permitted by the Comparues Act and the Company's articles of
association In addmion, directors and officers of the Company and
its subsidianes are covered by Directors & Officers hiability insurance

Share capital

During the year, options were exercised by participants in the
Company’s share option schemes as a conseguence of which
1,328,633 ordinary shares of 12 5p each were allotted and 1ssued
No awards under the Group Long Term Incentive Plan vested
during the year Details of the options and awards cutstanding
under each of the Company’s share schemes at the end of the
year are set out in note 28 to the Group financial statements

At the 2006 annual general meeting, shareholders renewed the
Company’s authority to make market purchases of up to 20 64m
ordinary shares (representing 10% of the 1ssued share capital}) No
shares were purchased under this authority during the 52 weeks
to 29 December 2006 and at the forthcoming annual general
meeting the Board wili again seek shareholder approval to renew
the annual authority for the Company to make market purchases

Substantial shareholders

The Company has been notified of the following interests
representing 3% or more of the issued ardinary share capital of
the Company as at 21 March 2007 (excluding treasury shares)

Number Percentage
of shares Holding

Threadneedle Asset Management Holdings Lirited 18,745,148 9 02%
M&G Investment Management Limited 12,230,775  5B8%
Fidelity International Limited and FMR Corp 10,785,213 519%
AXA Investment Managers UK Umited 10,469,815 504%
Legal & General Investment Management Linmted 8,382,291 4 03%

Annual general meeting

The annual general meeting will be held on 9 May 2007

A separate letter 13 being sent to all shareholders containing
the Notice of Meeting and the resolutions to be proposed

Going concern

After making enquirtes, the directors have a reasonable expectation
that the Group has adequate resources to continue in operational
existence for the foreseeable future For this reason, they continue to
adopt the going concern basis in preparing the financial staterments

Charitable contributions
Duning the year, Group companies made the following contnbutions

« charitable (being specifically health, hertage, educational and
community) purposes £169,218 (2005 £101,757)

* the Group made no pohtical contnbutions duning the pertod
(2005 i)




Audit and auditors

So far as each of the directors s aware, there 1s no relevant audit
information (as defined by section 234ZA of the Companies Act
1985) of which the Company’s auditors are unaware

Each of the directors has taken all of the steps that he ought to
have taken as a director to make himself aware of any relevant
audit information (as defined) and to establish that the
Company's auditors are aware of that information

A resolution to re appomt Ernst & Young LLP as the Company’s
auditors will be put to the forthcoming annual general meeting

Principal risks

Risk 15 inherent in our business activities and as a consequence
of operating a sound risk management process the Group has
identified the followtng principal risks and uncertainties, which
it beheves could have a matenally adverse effect on its business,
turnover, profit, assets, hgquidity, Tesources and reputabion

The nature of risk 15 such that no list can be comprehensive and
it 15 possible that other risks may anse, or that nsks not currently
considered material may become 50 1n the future Any forward
looking statemients in the annual report or otherwise made by
the Group should be considered 1n light of these nisk factors

The Group operates controls as descnibed in the Corporate
Covernance report to mitrgate against these risks

Economic, political and natural catastrophe risks

The Group operates in 35 countries around the world including
several within Africa, Middle East, Asia and South America While
benefiting from the cpportunities and growth in these regions,
the Group 1s exposed to the economic, poliical and business risks
associated with international operations, such as sudden changes
in regulation, expropriation of assets, imposition of trade barners
and wage controls, imits on the export of currency and volatihty
of prices, taxes and currencies The Group's diversified geographic
foatprint rmitigates against any exposure within any one country
m which it aperates

The Group’s operations are exposed te varying degrees of natural
catastrophe nisk, such as earthquake and flood, as well as secunty
risk, 10 the vanous manufacturing locations in which it operates
Where cost effective, such nsks are mitigated through physical
measures designed to counter the impact of a catastrophe The
value of assets and associated profits are also protected by insurance

Market cycles

Over 70% of the Group's revenues are generated from the power
generation, ail and gas and mining sectors and its performance
may be impacted by market trends across these sectors The
provision of both onginal equipment and aftermarket sales and
services spreads this nisk together with the broad geographical
diversification of the Group

Legislative risks

Revision of environmental legislation in various countries takes
time and the Group monitors this in order to antictpate the effect
on its business and that of its customers Unforeseen legislative
changes may have an adverse impact on operations and tighter
environmental legislation may increase manufacturing ¢osts
However, it can aiso provide opportunities to offer customers new
solutions to meet the more stringent environmental standards

Intellectual property

The Group operates in a competitive market and constantly has
to take steps to prevent misappropriation of its intellectual
property rights The Group relies on a combination of patent
rights, licensing arrangements and contractual arrangements
to establish and protect those rights, as well as occasionalty
bringing law suits against thurd parties

Industry competition

The markets for many of the Group’s products are fragmented and
highly competitive The Group competes against large and well
established global companies, as well as local companies, and low
cost replicators of spare parts, on the basis of pnce, technical
expertise, timebhness of delivery, previous installation tustory and
reputation for quality and rehabiity To remain competitive, the
Group invests continuously in its manufacturtng, marketing, customer
service support and distnbution networks The diversity of operations
reduces the possible effect of achion by a single competitor and
combined with the application of Lean manufactunng ensures

the Group’s competitive advantage is sustained

Product liability claims

The Group faces an inherent business nisk of exposure to product
llability and warranty claims in the event that a faillure of a
product results in, or s alleged to result in, bodily injury, property
damage and consequential loss The Group maintains insurance
coverage for product hability claims where possible For warranty
claims not covered by insurance, warranty costs may be incurred
which the Group may not be able to recover

Foreign exchange risk

The Group sells its products in over 100 countries and has
manufacturing operations in over 15 countnes with the result
that two forms of currency risk  transaction and transiational
exposures, arise

= Transactional currency exposure anses when operating
subsidianes enter into transactions denommnated In currencies
other than thewr functional currency Foreign exchange
transaction exposures are dentfied and managed directly
by the Group's operating subsicharies within the policies and
guidelines established by Group Treasury Group Treasury
enter into foreign exchange hedging transactions on behalf
of subsidiaries in accordance with the Group's policies and
procedures

= Transtational risk anses due to exchange rate fluctuations in the
translation of the results of overseas subsichanes into sterling
and trading transactions 1n foreign currencies

The Group makes hmited use of derivative financial instruments
to hedge balance sheet transiation exposures On significant
acquisibons of overseas companies, borrowings are raised in the
local currency to rmunimise the translaton nisk It remains the
Group's policy not to hedge profit and loss account
translation exposures

Transaction exposures are hedged where deemed appropriate
and where they can be reliably forecast with the use of forward
exchange rate contracts
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Directors Repo I't (continued)

Tax

The effectrve rate of tax paid by the Group may be influenced
by a number of factors including changes in law and accounting
standards and the Group's overall approach to such matters, the
results of which could mcrease or decrease that rate The Group
seeks to manage Its financial structure efficiently to munimise

the overall tax burden on the business where practicable The
continued ability of the Group to manage its businesses in this
way cannot be guaranteed and so could affect the Group's
financial performance

Pensions

Estimates of the amount and timing of future funding obligations
far the Group’s pension plans are based on various assumptions
including, among other things, the actual and projected market
performance of the pension plan assets, future long term corporate
bond yields, increased longevity of members and statutory
requirements In the last year, the relative improvement in equity
markets together with increased bond yields has reduced the deficit
The Group continually reviews this nsk and takes action to mitigate
where possible In addition, while the Group 15 consulted by the
trustees on the investment strategies of its pension plans, the
Croup has no direct control over these matters as the trustees

are directly responsible for the strategy

Acquisitions

The Group has made a number of acquisiions in recent years

as part of its growth strategy and may make acquisibons in the
future While the Group 1dentifies expected synergies, cost savings
and growth opportunities prior to completing any acquisition,
these benefits may not always be achieved within the anticipated
timescale or may not achieve all of the anticipated benefits

To mitigate against this, the Group implements a vigorous due
diligence process and ensures clear financial targets are in place
together with ensuring any acquistion i1s put through a formal
approval process The Group also has its internal 100 day plan to
ensure that the integration process runs as smoothly as possible

Delivery performance

The Group’s ability to meet customer delivery schedules s dependent
on a number of factors ncluding sufficient manufactuning capacity,
access to raw matenials, inventory control, sufficient trained and
equipped employees, engineering expertise and the appropnate
planning and scheduling of the manufacturmg process Many of
the contracts it enters into require long lead times and therefore
contain clauses on on time delivery Fallure to deliver in accordance
with customer expectation could subject the Group to financial
penalties, may result in damage to customer relationships and
could impact on the Group’s financial performance

Managing joint venture relatlonships

The Group must ensure that the selection of new joint venture
partners and the relationship with its partners in its existing joint
ventures 1s managed effectively to ensure the full potential for the
joint venture 1s achieved Faiure to achieve ahignment of objectives
and manage relatronships effectively may negatively impact the
Group's financial performance
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Employee Issues

Group performance depends on the skills and efforts of its
employees and management team across all of its businesses
In striving to be an employer of choice, the Group recognises
that faling to attract new talent and retain existing expertise,
knowledge and skills in operations, products and infrastructure
areas such as information technclogy could have a negative
impact on its business In addition, the success of Group
acquisitons will depend on the Group's ability to retain
management personnel of acquired companies

Health & safety

The Group operates 1n a number of demanding environments
Safe working practices are extremely important to protect everyone
on the Group's sites The Group has developed quality and safety
processes within each of its businesses which are regularly audited
by professional bodies and custormers The Group operates long
established working practices and controls to minimise damage
and injury If the Group cannot maintain a safe place for all its
employees to work this could result in a number of negative
outcomes to the Group including

+ fines and penalties,
* loss of key customers,

+ exclusion from certain market sectors deemed important for
future development of the business, and

+ damage to reputation

Group performance

In 2006, the Group's strategy was underpinned by focusing on a
number of key performance measures The following measures are
the ones that the Board feel communicate the performance and
strength of the Group as a whole However, management use
further performance measures to run and assess the performance
of their individual dvisions, rather than the Group as a whole
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Order input 1s a key measure used to evaluate market trends,
estabhish forward sales and enable the efficient management of
production schedules Order input 1s defined as the expected
revenues to be generated from contractually committed
orders received

(1) Excludes joint ventures and associates, calculated at constart 2006 exchange rates
(2) Calcutated at constant 2006 exchange rates

(3) Group weighted average

(4) Adjusted to exclude exceptional items
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One of the Group’s key objectives has been to improve business
operating margins These are monitored on an ongoing basis
Operating margins are defined as operating profits expressed

as a percentage of revenues These are calculated before taking
account of any exceptional items to focus on underlying

trading performance

Earnings per share continuing operations
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The Group seeks to deliver long term shareholder value as
evidenced 1n part through the growth in underlying earnings
per share Growth in underlying earnungs per share 1s a key
measure in determining the vesting of shares under the
Group's incentive schemes

Underlying earnings per share 1s represented by profit for the
period from continuing operations, before exceptional items,
divided by the weighted average number of shares in 1ssue

Dividend and dividend cover continuing operations
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Shareholder value 1s atso generated through the payment of annual
dwidends to shareholders Our ability to sustain such payments is
measured against the dvidend cover ratio with our current policy
betng to sustain dividend cover of at least two times Diidend
cover 1s defined as basic earnings per share from continuing
operations, before exceptional items, divided by the annual
dividend per share

Woerr Production System implementation

The Group’s goal 1s consistently to meet customer demand on
time with the least cost method, through implementation of the
Weir Production System, adapted from the Toyota Production
System By eliminating waste, quality 1s improved and production
time and costs are reduced The key objective 15 to embed the
appropnate practices across all business processes to produce just
what 1s needed, when 1t 1s needed, in the most efficient way

The Group has adopted the Lean Management philosophy
focusing on reduction of the Seven Wastes to improve overafl
customer value These are

= transportation

* motion

= gverproduction

s scrap

= inventory

s waiting time

» the processing itself

Due to the importance of ownership in the process, the measurement
of perfarmance 1s by an evaluation across all Group companies
comparing their current plant practice against world class practice
and performance

The evaluation involves an audit of each manufactunng site
which results in the site being awarded a Lean Score Audits are
performed annually by mternal peer groups The Lean Score for
each site 15 then totalled and expressed as a Group Lean Score
The results for 2005 and 2006 are as follows

2005 2006 %age Change

76 104 37% increase

The Group Lean Scores are interpreted as follows

» 0 60 score means the site needs significant improvement,
action Is required,

* 61 99 score means relatwely good practice, but regular follow
up and further improvements are required,

* 100 150 15 world class practice where process has taken root
and needs to be maintained and further improved

By order of the Board
Alan Mitchelson
Secretary

Glasgow
21 March 2007
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Corporate Governance Statement

The Combined Code

The Company remains committed to the highest standards of
corporate governance and manages its affairs in accordance with
the Combined Code on Corporate Governance {the "Combined
Code") 1ssued by the Financial Services Authority in July 2003
Duning the 52 weeks ended 29 December 2006, the Company
complted with the Combined Code provisions This statement
describes how the Company has applied the Combined Code

The Board

The Board comprises the charrman, chief executive, group finance
director, corporate services director and five non-executive directors,
all of whom are independent The Board meets regularly throughout
the year with ad hot meetings as necessary In the year to 29
December 2006, the Board met seven times Meetings are held at
the head office in Glasgow, London at the time of the Company's
annual and intenm announcements and at operating locations
The following table identifies the number of board and committee
meetings held during the past year and the attendance record of
individual directors

Committee Meetings

Board

Meetings Audit Remuneration  Nemnation
No of meetings in year 7 3 4 3
Sir Robert Smith 7 3
Chrnistopher Clarke 7 3 4
Keith Cochrane®™ 4
Michae! Dearden 7 3 4 3
Stephen King 7 3
Atan Mitchelson 7
Professor lan Percy 7 4 3
Chns Rickard® 3
Lord Robertson 6 2
Mark Setway 7 3

(1) Apponted to the Board on 3 July 2006
(2) Resigned from the Board on 3¢ june 2006

Directors appointed to the Board other than at an annual general
meeting of the Company are required to retire at the following
annual general meeting when they may offer themselves for election
One third of the remaining members of the Board (or, where that
number I1s not a whole number, the nearest lower whole number)
are required to retire by rotation, subject to all directors subrmutting
thernselves for re election at least once every three years In line
with best practice under the Combined Code, any director who
has held office for more than nine years 15 required to subrmt
humsedif for re election

On joining the Board, directors are provided with documentation
on the Company and its activities New directors are provided
with an appropnate induction programme and, where appropriate,
site visits are arranged to major business units Ongoing traning
Is provided as necessary
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A formal process for evaluating the performance of the Board 1s
undertaken annually This process 15 conducted internally based
on a detailed questionnaire completed by each dwrector and
individual and collective discussions The senior non executive
director, as part of this appraisal process, also meets with the other
directors as a group to consider the effectiveness of the Board

The evaluation examines the balance of skills of the directors,
the operation of the Board i practice including its corporate
governance and the operation and content of board meetings
The findings are used to assist the Board in its consideration of
the opportunities for improvement in the performance of the
Board and 1ts directors

During 2006, the Board also conducted an internal review of
the effectiveness of the Audit, Nomination and Remuneration
Committees incorporating a questionnaire covering such matters
as the role and organisation of each commitiee, meeting
arrangements, information pravision and effectiveness Following
completion of these questionnaires by the members of each
cormnrnittee, the chawrrman met with the respective chairmen of the
Audit and Remuneration Committees to discuss the feedback The
results of this evaluation were reported to the Board and, where
areas for improvement had been rdentified, actions were agreed

Additionally, 2 one to one appraisal of all board members 15
undertaken annually, including the charman, whose appraisal
is carned out by the senior non executive director

There 15 an agreed procedure for directors, where appropnate,
to take independent professional advice on any matter at the
Company’s expense The company secretary is responsible for
ensuring that board procedures are followed and all directors have
direct access to the advice and services of the company secretary
The company secretary 1s also responstble for faciitating the
induction and professional development of the board members
and information flows within the Board, its committees and
between the non executive directors and senior management

There 15 an agreed list of matters which requires to be authonsed
by the Board, such as the approval of the Group strategic plan,
GCroup budget and risk management strategy Major acquisitions
and disposals, as well as major capital spend, are authonsed by
the Board and are subsequently monitored by the Board after
execution The Board also approves the 1ssue of fult year and
intenim reports

All directors bring their own independent judgement to all major
matters affectmg the Group Each of the non executive directors 1s
considered by the Company to be independent Notwithstanding
his presence on the Board for a period of more than rune years,
the Board considers Professor Percy, who continues to be a
member of the Board and the Remuneration and Nomnation
Committees, to be independent in character and judgement

He brings a wealth of expertence to the Board’s deliberations and

1s considered to be free from any business or other relationship
that could materially interfere with his independent judgerment




The views of executive directors are not limited to those operational
or functional areas for which directors have prime responsibility
Board and commuttee papers are sent to directors in sufficient time
before meetings and any further back up papers and information
are readily available to all directors on request to the company
secretary The chairman ensures that non executive directors

are properly briefed on any issue arising at board meetings and
non executive directors have access to the chairman at any time

The roles of chairman and chief executive are separate The
chairman’s primary role 1s to ensure that the Board 15 effective in
its task of setting and implementing the Company’s direction The
chief executive 1s responsible for management of the business and
developing the appropriate orgamisational structure for a global
organusation The chief executive chairs the Group Operations
Executive Committee

The non executive directors are independent of management
None of the non executive directors has any matenal business or
other relationship with the Company Each member of the Board
has considerable experience at semor level in other companies,
which allows for well informed and broadly based debate The
Board structure ensures that no individual or group dominates
the deaision making process Professor lan Percy has been
designated the senior non executive director to whom any
concerns can be conveyed

The executive directors have contracts of service with one
year’s notice, whilst non executive directors are appointed
on a rotational basis for periods of up to three years

Board committees

Where appropnate, matters are delegated to board committees,
all of which have written terms of reference, which are available
on the Company’s website The company secretary acts as
secretary to all these commuittees

The principal board committees are the Audit Committee,
the Nemination Committee and the Remuneration Committee
{details of which are contained on pages 29 to 36)

Group Operations Executive Committee

The Group Operatrons Executive Committee is responsible for
ensuring that each of the Group’s businesses 15 managed effectively
and that the operational objectives of the Group, as approved by
the Board, are achieved Hs role includes the preparation of the
Group budget for approval by the Board, management of business
performance to achieve the Group budget, establishing and
maintaining reporting systems providing clear and consistent
information on all aspects of business performance, managing
and minimising corporate risk and ensuring that the necessary
mecharisms are in place to achieve effective inter dmistonal

co ordination in areas such as purchasing, branding and career
development planning It also approves major items of capital
expenditure within limits authorised by the Board The Group
Operations Executive Committee meets each month Its
membership compnses the chief executive, group finance
director, corporate services director and the four divisional
managing directors In the year to 29 December 2006,

the Group Operations Executive Committee met 12 times

General Administration Committee

The principal duties of the General Admiristration Commuittee are
to allot shares under the various share option schemes and other
matters of a routine nature This Comimittee comprises executive
members of the Board and meets as required

Principles of business conduct

As an international company, the Group’s approach to mantaining
hugh ethical standards 1s critical to its business success The Group’s
Operating Policies, which provide guidance in this area, have been
communicated throughout the Group through its intranet A copy
15 avallable from the Group secretariat These policies are reviewed
on a regular basis

Shareholders

The Company maintams regular dralogue with its shareholders
The investor relations programme inciudes formal presentations
of full year and intenm results Feedback from these presentations
is reported to the Board, which gives investors an opportunity to
comment on the quality of the communications they receive in
their contact with the chref executive and group finance director
Attendees at the results presentations include the chairman, the
executive directors and the senior non-executive director The
Company also encourages communication with private shareholders
throughout the year and welcomes their participation at shareholder
meetings In addition to the chairman’s statement at the annual
general meeting, a tracing update to shareholders 1s given and
details of the Company’s tracing activities are on display The
directors attend the annual general meeting when the chairmen
of the Audit, Remuneration and Nomination Committees are
available to answer questions

Notice of the annual general meeting is sent to shareholders
at least 20 working days before the meeting The Company
conducts the vote at the annual general meeting by electronic
poll and the result of the vates {including proxies) 1s published
on the Company’s website after the annual general meeting

Communications

The Board considers that the annual report and financial statements
and intenm statements present a balanced and understandable
assessment of the Group's performance and prospects In addition
to information which any company 15 under a legal or regulatory
reguirement to pubhsh, the Group frequently publicises other
business developments through the national or specialised press or
In1ts own newspapers and bulletins which have wide circulation

The Company’s website at www weir co uk provides additional
company mformation, 15 regularly updated and includes the
presentations to shareholders given at the announcements of the
full year and interim results The website also contains an online
versien of the notice of the annual general meeting, the annual
report and financial statements and the intenm report
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Corporate Governance Statement (contnued)

Internal control

In accordance with the Turnbull Guidance on internal control,
the Board ensures that there 1s an ongoing process for identifying,
evaluating and managing the significant risks faced by Group
companies This process has been in place throughout 2006
and up untl the date of this report, except that it did not apply
to the Group’s matenal joint ventures and associates As part

of the integration programme, Weir Gabbioneta only became
fully integrated into the Risk and Control Framework and

the Group system of internal control in February 2006

The directors have overall responsibility for the Group’s system

of internal control and for reviewing its effectiveness The Board
delegates to executive management the responsibiity for designing,
operating and monitonng both the system and the mamntenance
of effective internal control in each of the businesses which comprise
the Group In addition, each operating company 15 responsible
for the operation of key internal controls and to formally assess
the effectiveness of the internal control environment through

the submussion, twice yearly, of the financial scorecard

An internal audit function 15 1n place to review and challenge

the effectiveness of key internal controls and to suggest relevant
actions to address potential weaknesses The internal audit review
programme Is based on a ‘risk based approach’ that helps to
priortise resource upon the areas of perceved greatest nsk to the
Group This process 1s supplemented by a number of peer reviews
that seek to further monitor and evaluate the process of internal
control and share best practice around the Group

Internal audit and peer review reports are provided to the
Group Operations Executive Commuttee as well as to the Audit
Committee which considers and determines relevant action in
respect of any control 1ssues raised

As part of the control framework, each Group operating company
and business prepares a Risk and Control Framework for their
respective business As part of this process, the operating comparies
prepare a report identifying the relative probability and seventy of
the nisks identsfied, the process for managing and mitigating these
nisks and the means by which management might be assured that
the processes are effective These frameworks are considered and
approved by the chief executive, group finance director and the
Group Operations Executive Commuttee In addition, a Group

Risk and Control Framework is prepared, taking account of the
significant risks identified by the indmidual umts together with
other group wide nisks The Group Risk and Control Framework

15 considered and adopted by the Board which 1s responsible for
the nsk management strategy The system of internal control s
designed to manage, rather than eliminate, the nisk of failure to
achieve business objectives and can only provide reasonable, but
not absolute, assurance against matenal misstatement or loss
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The Board has monitored the effectiveness of the Group's system
of internal control during the year This s refined as necessary to
meet changes 1n the Group’s business and associated nisks Regular
performance reports are provided to the Group Operations
Executive Committee and/or the Audit Committee or the Board
Where weaknesses are identified, plans and timetables for
addressing them are also reported

In addition to the Group Risk and Control Framework, other
procedures which are fundamental to the Group’s system of
internal control are as foliows

Control environment

There 1s a clearly defined crganisational structure within
which individual responsibiliies are identified and monitored
Businesses follow well understood procedures and are required
to comply with them

Maln control procedures

The Group has identified a number of key areas which are
subject to regular reporting to the Board These controls include
procedures for seeking and obtaining approval for major
investments and transactions

Group wide standards

There are, for application throughout the Group, operating
policies and a standards manual which set out policies and
procedures with which all Group companies are required to
comply The manual 1s commurnicated to all Group operating
companies through the Group mntranet

The managing directors are respansible for ensuning that each
company observes and implements the pohcies and procedures
set out 1n the manual which was reviewed in 2006

Information systems

There 15 a comprehensive budgeting system in place with an
annual budget approved by the Board Management information
systems provide directors with relevant and timely reports that
identify significant deviations from approved plans and include
regular re forecasts for the year

The Group’s internal control procedures described in this
section have not been extended to cover its interests in joint
ventures and associates The Group has board representation
on each of 1ts joint venture and associate companies where
separate systems of internal control have been adopted




Audit Committee Report

The Audit Committee s charged with responsibility to the Board
for satisfying itself, on behalf of the Board as a whole, that the
financial affairs of the Group are conducted with openness,
integrity and accountabity and in accordance with such existing
statutory and regulatory provisions and codes as are apphcable
to the Group and to report on these matters to the Board

Its duties are to

« consider the appointment, resignation or dismissal of the
auditors and the level of audit fee,

» discuss with the auditors the nature and scope of the audt,

« review the draft intenim and annual financiaf statements before
submission to the Board for approval,

* discuss any problems and reservations ansing from the annual
audut and any matters the auditors may wish to raise,

* chscuss with the auditors the Group’s system of internal financiat
controls and any auditors recommendations for improvement,

» consider the findings of internal nvestigations and
management’s response,

* gversee the implementation of systems for financiat controt
and risk management,

* pre approve non audit services provided by the auditor,

« review the internal audit programme and its implementation,
* receive and review minternal audit reports,

* review treasury policy

The chairman of the Committee is Stephen King The other
members of the Commuttee are Chnstopher Clarke and Michael
Dearden The secretary to the Commuttee 15 Alan Mitchelson

In addition the chief executive, group finance director and the
internal and external auchtors also attend each meeting The
Board 15 satisfied that Stephen King has recent and relevant
financial experience

The Committee has the ability to call on the Group's staff to
assist in their work and also has access to independent advice
The chairman of the Committee receves additional remuneration
for his duties, details of which are set out on page 34 The
Committee meets each January, March and August and at other
times as appropriate Duning the March meeting the Committee
undertakes a full review of the audit with the Group’s auditors

There were three meetings 1n 2006 In the course of 2006,
the Commuttee discussed the following matters

a) operational issues identified by the auditors in both their
audit and intenm review,

b) the Internal Audit Charter and Strategy,
c) the Group Risk and Control Framework,

d) the Group accounting policies,

€) the scope of the function and the findings of internal audit
reviews undertaken by PriceWaterhouseCoopers and the
internal Auditor,

f) Corporate Governance Reporting,

g) the fees for Ernst & Young for 2006,

h) the audit strategy for year end 2006 audit, and

1) the fraud and error guidelines contained i 145240

Both the Group internal audsitor and PriceWaterhouseCoopers
undertake their activities in conjunction with the Group’s usual
peer group review process

The Commuttee maintans a policy on the appointment and role
of the auditors This includes guidelines on their appomntment
which 1s subject to review at least every five years and on therr
ongoing work to ensure that the independence of the Group's
auditors 15 not threatened, particularly by the provision of non
audit services Prior approval of the Commuttee 1s required where
the expected cost of non audit services provided by the appointed
external auditors 15 In excess of £75,000

The day to day implementation of the Commuttee’s pohcy 1s
delegated to the group finance director who in turn momitors
the business units to ensure that all engagements fall within the
Committee’s guidelines Fees payable to Ernst & Young in respect
of taxation advice of £nil {2005 £0 5m) and audit and assurance
services of £1 Om (2005 £1 Om) in respect of 2006 were
approved by the Committee

The Group maintains a ‘whistle blowing’ poficy in ine with the
Public Interest Busclosure Act 1998 to enable employees, on a
confidential basis, to raise concerns internatly in cases where they
believe they have discovered malpractice or impropriety This 1s
reviewed on an ongoing basis Complaints can be made either
to line managers or directly to the company secretary who will
appoint an investigating officer Action will be taken in cases
where the complaint 1s shown ta be justified and at all tirmes the
comptainant is informed of progress and outcomes In addition,
the auditors Emnst & Young can be brought in to review procedures
if appropriate The ‘whistle blowing’ policy 1s pubhshed on the
Group intranet

The Committee’s terms of reference are avatlable from the
company secretary on request and can also be found on the
Company's website

Stephen King

Chairman of the Audit Commuttee

Signed and approved for and on behalf of the Board
21 March 2007
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Nomination Committee Report

During 2006, the members of the Nommation Committee were
SirIRobert Smith (chawrman), Michael Dearden, Professor lan Percy,
Lord Robertson and Mark Selway Alan Mitchelson acts as secretary
to the Committee The Committee meets at least twice a year
and at other times when necessary The Committee uses external
search consultants to assist it in its work

The Committee primanly momtors the composition and balance
of the Board and 1ts committees and 1dentifies and recormmends
to the Board the appointment of new directors The Committee’s
terms of reference establish a framework through which it can
operate to ensure the selection process of board candidates is
conducted in a formal, disciplined and objective manner When
considering candidates, the Committee evaluates the batance of
skills, knowledge and experience of the Board and prepares a
description of the role and capabiliies required for the particular
appomtment The Commuttee also reviews the succession
planning and leadership needs of the organisation and ensures
that, on appointment, all directors receive a formal contract or
letter of appointment as appropriate The Committee’s terms

of reference are available from the company secretary and can
also be found on the Company’s website

Appointments to the Board are approved by the Board as

a whole However, 1t 1s the role of the Commuttee to make
recommendations to the Board n respect of the appointment
of new executive or non executive directors The process by
which the Committee brings candidates to the Board has been
agreed by the Board In the case of executive directors, the
Committee has recommendations presented to it by the chief
executive and thereafter nominates candidates for consideration
by the Board The procedure for nan executive directors 1s
that the Committee identifies and nominates candidates for
consideration by the Board to fill vacancies as and when

they arise

During the year the Committee reviewed

a) the Group's current committee structure and procedures
including the composition and membership of each of the
board commuttees,

b) the induction programme for new directors,

€) the training for directors,

d) the appointment of Keith Cochrane as group finance director,
e) the board evaluation process, and

f} the board recruitment process

Sir Robert Smith

Chairman of the Nommnation Commuttee

Signed and approved for and on behalf of the Board
21 March 2007
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Remuneration Committee Report

Committee membership

The chairman of the Remuneration Commuittee 1s Michael
Dearden The other members of the Committee are Chnstopher
Clarke and Professor lan Percy The secretary to the Committee
1s Alan Mitchelson The Commuttee consists exclusively of non
executive directors who are independent of management and free
from any business or other relationship which could materially
interfere with the exercise of their independent judgement No
member of the Commuittee has any personal financial interest,
other than as a shareholder, in the matters decided by the
Committee New Bridge Street Consultants LLP ("NBSC”) continued
to provide external advice in formulating remuneration policy
and its implementation during 2006 NBSC's appointment was
renewed by the Committee in 2007 NBSC do not undertake
any other work for the Group other than remuneration work

In carrying out its business, the Committee consults with the
charman and the chief executive as appropnate

Committee responsibilities
The responsibilities of the Committee are as follows

« to deterrmune the policy on the remuneration and performance
of executive directors of the Company,

» to determine the conditions of employment, including levels
of salary, pension arrangements, bonuses, tncentives and share
aptions of executive directors of the Company,

= to determine targets for any performance related pay
schemes, and

* to recommend to the Board the remuneration of the chairman
of the Board

The Committee met four times 1n 2006 The Commuttee 1s
constituted, and operated throughout the year, in accordance
with the relevant provisions of the Combined Code This report
comphes with the Directors Remuneration Report Regulations
2002 The Comimittee’s terms of reference are available from
the company secretary on request and can also be found on the
Company's website NBSC's terms of appointment are available
on request from the company secretary

Executive divectors remuneration policy

The Committee has adopted the following policy for the
remuneration of executive directors throughout 2006 It s
intended that this pohicy will apply in 2007 and future years

The objective of the Company's remuneration policy 15 to attract,
motivate and retain executive directors with the necessary abilities
to manage and develop the Group's actvities successfully for the
benefit of shareholders

Accordingly, the Committee sets remuneration packages for the
executive directors to reflect both the size and complexity of the
business and individual responsibilities It also takes into consideration

the remuneration practices adopted by other compames of similar

size and international spread of operations For all senior executives,
the Group policy 1s to provide a significant part of their total
potential reward through performance based incentive ptans
(annual bonus and long term ncentives) as descnibed below

To ensure the interests of management remain aligned with those
of shareholders, executive directors are encouraged to builld up a
meaningful shareholding n the Company by both the purchase of
shares and/cr the retention of a proportion of thewr share awards
In addition, executive directors are obliged to convert part of their
bonus into shares under the Group incentwve plan so that over a
five year period they build up a meaningfu! shareholding

Executive directors remuneration comprises the following

a} a basic salary, which is set by the Commuttee for each executive
director by reference to companies of a similar size and industry
practice With effect from 1 April 2007, the salares of Keith
Cochrane, Alan Mitchelson and Mark Selway will be increased
by 3 5%,

b) an annuat performance related bonus Bonus payments are
intended to reflect the achievement of agreed business objectives
and positive contribution to stretchung the performance of the
Group The Comnuttee reviews the bonuses payable on an
annua! basis and sets the targets at the beginning of the financial
year The targets used are based pnmarily on normalised pre tax
profits but can also on occasion include other performance
measures In 2006, the maximum potential bonus recevable
by the chief executive was 85% of salary and for the other
executive directors 759% of salary In 2007, the maximum
bonus potential for the chief executive has been increased
to 125% of salary and for the other executive directors
100% of salary to bring them into fine with current ndustry
benchmarks The performance cnteria has remained unchanged
As a member of the Long Term Incentive Plan {“L TiP"), the
chief executive 1s required to contnbute 25% of his bonus
i exchange for which he receives a conditional award of
investment shares The other executive directors are required
to contnbute 20% of their bonuses in the same manner
Investment share awards are subject to forfeiture if the
director leaves the Group within three years Bonuses
are non ¢ontractual and non pensionable,

¢) participation 1n the L TIP, details of which are set out on the
following pages,

d) participation in the Company’s pension plan by Alan
Mitchelson, details of which are set out below, and

e) other benefits in kind, which are the provision of a car allowance,
participation i a Group health care scheme, travel allowance
and death in service insurance The Commuttee believes that
the level and provision of benefits in kind 1s consistent with
that provided by other comparable companies

Pensions

Alan Mitchefson 1s a member of the Company’s 1972 pensicn and
life assurance plan The plan 15 a defined benefit contributory plan
with the active members contributing 89 of salary, the balance of
the cost of the plan 1s met by the Company having taken account
of the Trustee’s opiruon arrived at by considenng the funding
recommendations of the plan’s independent actuary
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Remuneration Committee

Report (Continued)

The plan targets a pension of two thirds of final salary payable at
normal retirement date, providing a member then has at least 24
years pensionable service Where a member has less than 24 years
pensionable service to normal retrement date their pension
currently accrues at 1/36th of final salary per annum

For members, whose pensionable service starts after june 1989,
salary (both for contnibuttons and for ptan benefits) 1s subject to
a plan specific earnings cap This 1s currently £108,600

The plan provides for a surviving spouse’s pension of one half
of the member's pension and, in certain circumstances, for a
dependent child’s pension until the child attains the age of 18
years (or 25 years if in full time further education) Pensions in
payment and deferred pensions increase by an amount equal
to retall price inflation up to 5% per annum

Life assurance cover of five times salary s provided separately
for each of the executive directors

Mark Selway and Keith Cochrane are responsible for their own
pension arrangements

Long Term Incentive Plan (L TIP)

Duning 2006, the Weir Group operated an incentive whereby
awards of Performance Shares, Matching Shares and [nvestment
Shares were made

1) Performance Shares — Performance shares are conditional
awards to acquire free shares subject to company performance
{see below) In 2006, conditional awards of performance shares
were made worth 70% of salary to the chief executive, 100%
of salary to the new group finance director and 45% to the
corporate services director |t 1s the Commuttee’s intention
in 2007 to make an award worth 70% of salary to the chief
executive, 80% of salary to the corporate services director and
45% of salary to the group finance drector However, in the
case of recruitment this may be up to 150%

1]

Nt

Matching and Investment Shares Matching shares are
conditional awards to acquire free shares, subject to Group
performance (see below) granted in connection with an
indmidual’s investment from ther annual bonus Under the

L TIP, executive directors are required to compuisorily defer
an element of any Group bonus earned (currently 25% for
the chief executive and 20% for the other executive directors)
in exchange for which they are awarded investment shares

In additron, executive directors are also allowed to voluntanly
invest a further portion of therr Group bonus (subject to any
cap imposed by the Commuttee, currently 10%) to be further
eligible for an award of matching shares In return, the executive
directors are eligible to receive a conditional award of matching
shares worth a maximum of 2 5 times the pre-tax value of
the bonus “invested” under the L TIP It s intended that the
voluntary element witl be increased to 20% for the 2007 awards

The awards are based on the Group's share price, using the average
published closing price for the three dealing days immediately
preceding the date of award
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The conditicnal awards of performance and matching shares are
only receivable if a highly demanding performance condition 1s
achieved For the performance share awards granted in 2006,
the perfarmance condition will be based on the growth in the
Group's Total Shareholder Return (“TSR*) over a single three year
performance penod {(three consecutive financial years, beginning
with the year in which the award 13 macde) relative to the growth
in the TSR of a comparator group ("the Comparator Group")

The Comparatoer Group compnses the following 18 companies
AGA Foodservice Group, Bodycote International, Cooksen Group,
Enodis, FK!, Halma, IMI, Meggitt, Mitie Group, Morgan Crucible
Company, Rolls Royce, Rotork, Sertor, Smiths Group, Spirax Sarco
Engineenng, Tomkins, Wood Group and WS Atkins For awards
granted in 2007, the Comparator Group will compnise the same
companies Only i the Company’s TSR ranks in the upper quintile
of this group will the full awards be recevable This reduces

on a shiding scale so that for mechan performance, 25% of the
awards will be recewvable For below median perfermance,

none of the awards will be recewvable

TSR has been selected as the appropnate performance cnteria
by the Commuttee as it 1s felt that such a measure clearly aigns
the interests of the semior executives with those of shareholders
The TSR calculation will be performed independently for the
Commuttee, at the time of vesting

In addition to TSR performance, for any of the performance and
matching shares to vest, the growth in the Company’s earnings
per share over the performance period must be equal to or
greater than the growth in the UK Retall Prices Index over

the same period

Share option schemes

The Company operated a discretionary executive share option
scheme ("the Executive Scheme®”) on a global basis The Executive
Scheme, which was approved in 1994, expired in May 2004
Under the rules of the Executive Scheme, share options were
granted up to a maximum value of four times a participant’s
earnings Options were granted at the mid market pnce of a share
at the date of grant. The nght to exercise an option under the
Executive Scheme 1s subject to performance conditions as
determined by the Committee at the date of grant

The performance critenia apphcable in 2004 were for the growth
in the Company’s normahsed earnings per share over a three year
period to either exceed by nine per cent the growth in the retail
pnce ndex of the UK over that three year period or exceed the
weighted average growth during that three year penod of the
normalised earmings per share of thase companies in the FTSE

All Share Industnal Engineering Sector Under the terms of the
Scheme, this s re tested every year from the third anniversary

of the grant of the option to the date the option lapses

In addition, the Company aperated a Savings related Share
Option Scheme in the UK, which the executive directors were
ehgrble to participate in on the same terms as afl other employees
and which was not subject to performance criteria This scheme
was closed in 2004




Performance graph

The graph below compares the Company’s total shareholder
return performance over a five year period against the L TIP
Comparator Group and the FTSE All Share Industrial Engineering
Sector Index The Board believes that both the FTSE Index and the
Comparator Group represent an appropniate and fair benchmark
upon which to measure the Group's performance for this purpose
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This chart shows the value at the end of the 2006 financial year, of £100 nvested in

The Weir Group PLC aver the last five financial years compared with the value of £100 invested
in the average of the L TIP Comparator Group and the FTSE All Share Industnal Engmeenng
Sector Index The other points plotted are values at intervenimg financial year ends

Directors contracts/terms of appointment

The detatls of the service contracts in relation to the executive
directors and letters of appontment n relation to the non
executive directors who served dunng the year are

Contract Unexpired Notice penod
Director commencement date term/next re election by company
Sir Robert Snuth 6 February 2002 9 May 2007 6 months
Christopher Clarke 14 December 1999 May 2008 6 months
Michael Dearden 17 February 2003 May 2009 6 months
Stephen King 3 Febyuary 2005 May 2008 6 months
Professor lan Percy 11 October 1996 9 May 2007 6 months
Lord Robertson 1 February 2004 May 2009 6 months
Keith Cochrane 3 July 2006 12 months 12 months
Alan Mitchelson 12 December 2007 12 months 12 months
Chris Rickard 19 January 2004 resigned on 30 june 2006
Mark Selway 5 June 2001 12 months 12 months

Executive directors service contracts

To recrutt the best executives, the Committee has in the past and
may in the future, agree contractual notice peniods which inttially
exceed 12 months particularly as it 15 often necessary for executives
to relocate therr families All the directors who served dunng the year
{including Chns Rickard up to his date of resignation) have service
contracts with the Company that provide for a minimum period

of notice of six months by the indvidual and 12 months by the

Company In the event that the Company terminated an executive
director’s service contract other than in accordance with its terms,
the Committee, when determuning what compensation, i any,
should properly be paid by the Company to the departing director,
will give full consideration to the obligation of that director to
mitigate any loss which he may suffer as a result of the termination
of tus contract

Executive directors external appointments

The executive directors are permitted, with Board agreement,

to take up one non executive appointment provided that there 15
no conflict of interest and that the time spent would not impinge
on their work for the Group None of the executive directors has
at the date of this report any such non executive appointment
Remuneration from any externat appointments will be passed

to the Company

Letters of appointment

The charrman and each of the non executive directors have
letters of appomntment The letters of appointment do not contain
any contractual entitlement to a termination payment and the
directors can be removed in accordance with the Company’s
articles of associabon The chairman and all non executive
directors are subject to re election by shareholders at least
every three years, with the exception of any director whose
appointment exceeds mine years, in which case there is a
requirement for annual re election

Remuneration of the chairman & non-executive directors
The remuneration of the chairman s agreed by the Board on the
recommendation of the Committee Fees of the non executive
directors are determined by the Board In determining the fee
levels, account is taken of the timme commitment, scale of roles,
market norms and companson with companies of equivalent

size based on information provided by NBSC Neither the chairman
nor any of the non executive directors participate in any of the
Company's incentive plans or receive pension or other benefits,
except that the chairman s entitled to participate in the Group
health care scheme and an addibonal allowance 15 made avallable
to non-executive directors to reflect the addittonal trme commitment
n attending Intercontinental board meetings and operational
visits The chairman and the non executive directors are not
involved in any discussions or decisions about their

owrn remuneration

The non executive directors fees and chairman’s remunetation

are reviewed annually by the Board With effect from 1 Apnil 2007,
the chairman’s remuneration will be increased to £175,000 and the
basic fee for each of the non executive directors will be increased
to £40,000 In addition, each of the charmen of the Audit and
Remuneration Commuttees is paid an additional fee which from

1 Apni 2007 15 to increase to £7,500 There is to be no change

to the fee for the combined role of deputy charman and senior
non executive director of £10,000
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Remuneration Committee Report continued)

Directors’ remuneration #

Salary Bonus Benefits Total Total
& Fees £ £ 2006 2608
Notes £ {note v) {note v} £ £
Chalrman and non executive directors,
Sir Robert Smith 146,250 118 146,668 135,354
Chnstopher Clarke 35,000 9,623 44,623 32,000
Michael Dearden 1 40,000 40,000 35,201
Stephen King u 40,000 40,000 30,583
Professor lan Percy n 45,000 11,967 56,967 42,000
Lord Robertson 35,000 35,000 32,000
2005 Retiree 18,500
341,250 22,008 363,258 325,638
Executive directors:
Kerth Cochrane 179,075 129,375 12,600 321,050
Alan Mitchelson 283,350 200,250 14,615 498,215 437,598
Mark Selway 531,940 448,800 18,997 999,737 905,472
Chris Rickard 136,383 107,625 994 245,002 506,101
1,471,998 886,050 69,214 2,427,262 2,174,809
Previous year comparatives 1,367,630 788,800 18,379

# Audited
() The fees for Michael Dearden include £5,000 for services as chairman of the Remuneration Commuttee (2005 £3,201)
(1) The fees for Stephen King include £5,000 for services as chairman of the Audit Commuttee (2005 £1,250)

(i} The fees for Professor 1an Percy nclude £10,000 for services as deputy chairman and for his role as senior non executive
director (2005 £10,000)

() The bonus figures for Keith Cochrane, Alan Mitchelson and Mark Selway include £25,875 (2005 £mi), £40,050 (2005 £26,100) and
£112,200 (2005 £60,945) respectively, which will be compulsory deducted from their benus in exchange for which they will be awarded
investment shares which, subject to remaining employed with the Group, will be receivable on the third anmiversary of the 2007 award

(v) Benehits include, as appropriate, In the case of the executrve directors participation in the Group health care scheme, travel allowance
and death tn service insurance and 1n the case of the non executive directors the additional allowance made available to reflect the
time commitment in attending the intercontinental board meeting and site visits held in October in Austraha

Directors’ interests in performance and other share plans #
As at Granted Exercised Lapsed As at Date frem Normal
Plan or 30 Dec dunng dunng dunng 29 Dec Exercise  which ordinanly expiry
Scheme Naotes 2005 year yeaar year 2006 Price exercisable date
Keith Cochrane L TIP 2006 1 76,695 76,695 nil 240809 241109
Total 76,695 76,695
Alan Mitchelson L TIP 2004 i 47,166 47,166 il 110607 110907
L TIP 2005 1 32,925 32,925 nil 010408 010709
L TIP 2006 i 54,062 54,062 nit 040409 040709
Total 80,091 54,062 134,153
Mark Selway SRSOS v 3,497 (3,497} 201p 010706 010107
L TIP 2004 ul 142,801 142,801 nil 110607 110907
L TIP 2005 "t 105,524 105,524 nil 010408 010708
L TIP 2006 " 144,764 144,764 nil 04 04 0% 04 07 09
Total 251,822 144,764 (3.497) 393,089
Chris Rickard ESOS v 164,835 164,835 273p 010407 010414
ESOS v 15,163 15,165 295 75p 220407 220414
L TIP 2004 u, v 40,132 40,132 nil 110607 110907
L TIP 2005 I, v 39,453 39,453 nil 010408 010708
Total 259,585 79,585 180,000

# Audited
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(1) The closing market price of the shares at 29 December 2006 was 534p and the range for the year was 376 73p to 551 25p

(1) Since 2000, the exercise of options granted under the Executive Share Option Scheme (“ESOS”) is subject to the growth of the
Company’s normalised earnings per share over a three year period, either exceeding by rune per cent the growth in the retall
pnice index of the UK over that three year period, or exceeding the weighted average growth duning that three year perod
of the normalised earnings per share of those companies in the FTSE All Share Industrial Engineering sector Between 1994
and 1999, the growth 1n the retall price index was required to be exceeded by six per cent

() The number of awards shown under the L TIP 1s subject to achieving the performance conditions referred to on page 32 under
both the Performance and Matching Plan These figures shown are maximum entittements and the actual number of shares {if any)
will depend on these performance conditions being achieved Awards take the form of nil cost options and have no performance
retesting facility The market price on 4 Aprit 2006 and 24 August 2006 was 445p No shares have vested as at 29 December 2006

{(v) On 18 uly 2006, Mark Selway exercised options over 3,497 shares at a price of 201p under the Savings related Share Option
Scheme (“SRSOS") The market price on the date of exercise was 384p The gan in respect of this exercise was £6,399
The aggregate gains made on all option exercises by directors during the year totalled £6,399 (2005 £676,136)

(v) Chris Rickard’s options under the Executive Share Option Scheme can be exercised by him until 1 October 2007 and 22 October
2007 Al of Chris Rickard’s L TIP awards have lapsed

Long term Incentive Plan

Performance Share Awards Compulsory Investment Awards  Matching Share Awards Total
(Note m} {Notes &) {Notes ultui)
Keith Cochrane 2006 Award 76,695 76,695
Total 76,695 76,695
Alan Mitchelson 2004 Award 33,443 nfa 13,723 47,166
2005 Award 32,925 32,925
2006 Award 27,338 5,939 20,785 54,062
Total 93,706 5,939 34,508 134,153
Mark Selway 2004 Award 107,283 n/a 35,518 142,801
2005 Award 105,524 105,524
2006 Award 84,095 17,334 43,334 144,764
Total 296,903 17,334 78,852 393,089

{1} Compulsory investment awards are not subject to performance conditions

(1) No matching or compulsory investment awards were awarded in 2005 to Alan Mitchelson and Mark Sefway as no bonus
was awarded

(1) The figures shown above are maximum entitlements and the actual number of shares which vest will depend on the performance
conditions being achieved as set out on page 32
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Remuneration Committee Report continued)

Directors pension benefits #

Alan Mitchelson was a member of a defined benefit scheme prowided by the Group dunng the year Mark Setway and Keith Cochrane are
responsibie for therr own pension provision Up until his departure, Chns Rickard was responsible for his own pension provision Pension
entitiement and the corresponding transfer values were as follows during the year-

Disclosures under Directors Remuneration Report Regulations 2002 Listing Rules
Accrugd pension Transter value of accrued pension

Change during Increase
the year net in accrued  Transfer value
Increase of directors Directors pension during of Increase
Name of At year during At year At year ordhnary ordinary At year  the year (net (net of
Director Notes start the year end start  contributions  contributions end of inflation) intlation)

£ £ £ £ £ £ £ £
Contnbuting member {note 1) (note 3) {note 2)
Alan Mitchelson 4,5 6 18,627 3,546 22,173 328,166 79,497 8,508 416171 2,959 50,228

# Audited

1 The pensien entittement shown s that which would be pad The change in the amount of the transfer value over the year

annually on normal retirement, prior to any cash commutation,
based on pensionable service to the end of the year

The transfer value of the increase 1n accrued pension has been
calculated on the basis of actuanal advice in accordance with
Actuanal Guidance Note GN11 and includes an aliowance for
the nisk cost of death in service benefits less the director’s
ordinary contributions over the year

The change in the amount of the transfer value over the year 1s
made up of the following elements

a) transfer value of the increase in accrued pension (net of inflabion),
b) ransfer value of the increase i accrued pension (due to inflation),

includes the effect of fluctuations in the transfer value due to
factors beyond the control of the Group and directors, such
as stockmarket movements which will be reflected within

d) above

Directors have the option to pay voluntary contributions
Neither the contributions nor the resutiing benefits are
mcluded in the above table

The figures allow for the impact of the plan specific earmngs
cap Alan Mitchelson does not have an entitlement to an
excepted (formerly known as unapproved) pension from
the Group

¢} increase in the transfer value of accrued pension at year start 6
due to ageing,

d) impact of any change in the econormic or mortahty
assumptions underlying the transfer value basis, and

€) less the director’s ordinary contnibutions

Payment of actual transfer values (from the defined benefit
scheme) are currently reduced below 100% of their value
The figures above do not reflect this reduction

Directors interests
The interests of the directors in the ordinary shares of the Company as at 29 December 2006 and at the end of the preceding financial
year were as follows -

As at 29 December 2006 As at 30 December 2005%

shares shares under option L TIP awards shares  shares under option L TIP awards
Sir Robert Smith 50,000 50,000
Chnistopher Clarke 10,000 10,000
Keith Cochrane 3,500 76,695 3,500
Michael Dearden 10,000 10,000
Stephen King 1,050
Alan Mitchelson 67,767 134,153 66,385 80,091
Professor [an Percy
Lord Robertson 2,637 2,637
Mark Selway 126,426 393,089 122,929 3,497 248,325

{1) At the date of this report the interests of the directors mn the shares of the Company remain as stated above

{1) No director had, dunng or at the end of the year, any matenal interest n any contract of any significance i relation to the
Company’s business, in any debenture stocks of the Company, or in the share capital or debenture or loan stocks of any subsidiary

() In the case of Keith Cochrane, the comparative figure 15 as at his date of appontment to the Board
Michael Dearden
Chairman of the Remuneration Committee

Swgned and approved for and on behaif of the Boord
21 March 2007
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Corporate Social Responsibility Report

Our approach

The Weir Group 15 a global orgamisation, working in sectors and
industries that have a significant impact en human and natural
resources As an orgamisation, our core values include integrity,
self-determination and valuing people These values ensure we
remain focused on meeting our responsibilities to our customers,
suppliers, employees and shareholders, as well as to the
communities where we work

By ensuning that corporate social responsibility 1s an inherent part of
leadershup that crosses all boundanes in our organisation, we seek to
combine business success with support for people, communities and
the environment We recognise that corporate social responsibility
requires us first and foremost to listen to our external and internal
custormers i everything we do and to respond to their needs through
the endunng excellence of our actions, policies and processes

We involve and inform our employees as much as possible within
regulatory constraints Given the diverse nature and geographucal
spread of our operations, it would be inappropnate and impractical
to apply uniform procedures group wide and each company

1s therefore responsible for achieving and maintaining appropriate
consultation and communication with its employees We
commuricate generally with employees through the production
and distribution on a regular basis of printed and electronic
newspapers and bulletins for employees to promote awareness

of current progress and developments within the Group

The Group gives full and fair consideration to employment
applications from disabled persons Where an employee becomes
disabled, arrangements are made wherever practicable to continue
employment by dentifying an available job suited to that person’s
capabilities and providing any necessary retraning The Group's
career develapment pragramme encourages disabled employees
to reach their full potential

Throughout 2006, the Group Operations Executive Committee
reviewed the safety, quality and environmental performance against
the objectives set for 2006 The primary concerns are to reduce
accidents in the workplace and maintain high standards of
environmental management in all of our activities

In hne with this phuilosophy, we pursue excellence through our global
Health, Safety and Environmental Forums whase goal is to eliminate
work related injuries, prevent pollution, conserve resources, comply
with regulatory requirements and improve performance These
forums annually review our performance in these areas, collect data,
share best practice and plan for the coming year [n turn, these plans
are disseminated and included withun indmvidual business plans
throughout our operations This ensures consistency In performance
measurement and improvement activibies Forum members also
perform cross company safety audits to identify practices that are
working well and areas for improvement Concern reports are
used to track completion of corrective actions

During 2006, the European HSE Group Forum has been working
toward all our major European operations achieving OHSAS
18007 accreditation and most companies anticipate completing
their gap analysis by the end of 2007 with a view to all sites
achieving accreditation by the end of 2008 OHSAS 18001
(Occupational Health Safety Assessment Series) was developed by
the British Standards Institute as a health and safety management

framewaork allowing orgarisations to ensure that they are
consistently and accurately identifying hazards and risks within
therr organisation Providing a platform for ehminating and
managing these identified risks, the system supports the
organisation to continually improve its products, people and
process by fulfilling the averhanging safety policy that indicates
the company’s commitment and objectives OHSAS 18001
offers a proactive approach to reduaing acadents, near misses,
and other incidents year on year

Employees

The root cause of 95% of accidents 1s as a result of behaviours
Conventional approaches to accident reduction will go some
way to help achieve the business goal of reducing injuries in
the workplace However, to further reduce accident rates, a
behavioural approach to safety must be adopted There are

a varety of programmes that have been developed to meet
this need but many have been found to be cumbersome,
over complicated for much of the workforce and uitimately
impractical f covering a wide variety of workplace hazards

The Weir Group has adopted a behavioural system known as
Safe Start The programme 1s designed to supplement current
Health and Safety and Engineered Management controls and 1s
not designed to replace tallor made traiming for a2 multitude of
workplace hazards The whole principle behind 1ts concept is
to heighten awareness to those hazards and maintain them

in the mind whlst at work, in the home and when travelling
The success of the programme lies in 1ts abihity to allow
employees to understand s message and allow the "self triggers"
to bring safety to the fore The key to its success 1s involvernent
and understanding at all levels of the organisation

The concept of Safe Start revolves around four states of mind
contributing to critical errors

The Four States of Mind Cause or Contribute to One of More of

* Rushing * Eyes not on task

» Frustration * Mind not on task

* Fatigue * Line of fire

+ Complacency » Loss of balance, traction or grip

The training 1s grven in five weekly one hour units and examines
the cnitical errors, whilst also teaching techriques that will reduce
the risk of mury The training 15 rolled out i the same manner to all
employees, including the managimg director and the office cleaner
The strength of the programme lies In 1ts simphcity and takes the
approach of making "Common Sense Common Practice”

The Weir Group 1s committed to an acadent free health and
safety environment based on the belef that all accrdents are
preventable The Group Operations Executive Commuttee drives
this commitment through operations globally The businesses
record all near misses and mjuries within therr operations and
these are analysed on a continuous basis to reduce the number
of lost ime accidents through improvement of the

working environment
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Corporate Social Responsibility Report contnued)

The Group's policy on health and safety requires that all our
companies take a proactive responsible attitude to the protection of
their employees health and safety All companies carefully evaluate
nisks to personnel wherever they are working and take appropnate
steps to minimise such risks These mclude ensuring that project
design engimeers constder design factors that minimise or eliminate
the nsk of accidents to personnel dunng site installation and
commussioning All Group companies are required to comply with
the legislation governing health and safety at work and to conduct
regular formal health and safety reviews at plant and site level
These reviews are undertaken by nominated managers and
employees to ensure that nsks are properly evaluated, events
leading to acadents are examined and appropnate remed:al or
avaidance action inibated and subsequently monitored Formal
reporting procedures have been implemented so that the safety
performance of individual companies 1s monitored and peer to peer
audits are conducted in order to provide a critical assessment of
each company’s performance

The increased focus in thus important 1ssue includes full
investigations of all accidents being carned out and reported
at the Group Operations Executive Committee meetings

The key measure of safety performance is the number of lost ime
accidents (“LTAs”) The Weir Group adopts a more stnngent lost
ume measurement cnterion than the industry norm of 3 days
The recorded LTAs use the Group definiion of ‘ncidents resulting
in lost time of more than 4 hours’

Lost Time Accidents

sor 46

a0} 39

15

J0F
02005

B 2006
20}

Lost T me Accidents {n)
-

10F 7 7
4 3

Minerals Clear Valves Services Defence
Nuciear
& Gas

Note The 2005 totals have been restated to in¢lude Weir Gabbioneta
in the Clear Liguid figures and Sauch Arabia in the Services figure

The companies who have the highest numbers of acadents are
audited by our tnsurers to ensure that the proper systems and
praocesses are i place The reduction can also be attnbuted to
improvements in educatton and training and adoption of Lean
manufacturing principles In 2006, we started to focus not only
on accidents, but on near misses to further improve the safety
culture that s being engendered across the Group
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Environment
¢ The Weir Group 15 commutted to the protection of the
envirgnment in which ali its companies operate

» Each Weir company will comply with the relevant regulatory
requirements applicable to its business

¢ Each Werr company will ensure that 1t 1s seen to be a good
citizen in the community in which 1t operates and adopt
practices aimed at mirimising the environmental impact
of its operations

Maintenance of the Group's environmental policy is the
responsibility of the Group Operations Executive Committee,
while its implementation 1s the responsibility of divisional
managing directors Each Werr division 1s required to report
on environmental performance and maintain environmental
management practices

The Group policy 1s that ali 1ts operations will be 15O 14001
accredited 1SO 14001 15 an internationally recognised specification
for an effective structured environmental management system
which helps organisations achieve environmental and economic
goals as well as assisting 1n the implementation of environmentat
policy An SO 14001 accredited environmental management
system provides our customers, employees and shareholders with
the assurance that our envircnmental performance meets and will
continue to meet our legal and environmental policy requirements
Through the Group Health, Safety and Environmental Forums,

all new businesses are brought into ine with best practice and
assisted where the skills are not available in the implementation
of 150 14001 In addition the Forums are a useful arena to allow
local and international environmentai legislative developments to
be monitored before they become law This proactive approach
allows us to confarm wath future environmental legislation before
laws are passed by voluntanly taking action on speafic 1ssues

As part of our integrated commitment to our 130 14001
accreditation, we have a rolling programme as part of our 100
day integration plan which we put in place in refation to any new
business unit In 20086, the integration pfans at Weir Gabbioneta,
Weir China, Weir Services in Saudi Arabia, Abu Dhabi, India and
Malaysia, plus service centres in Crand Praine, Saskatchewan and
Woolongong and the Minerals Rustenberg Service Centre all
included achon plans to gain compliance within a prescnbed
timescale Full comphance is targeted for early to mid 2007

Environmental Performance

The Group policy 15 to mimimise rts environmental impact and any
environmental inadents are reported to the Group Operations
Executive Committee on a menthly basis The defimtion of a
reportable incident.

“Any incident which tnvolves the accidental release, emisston
or discharge of contaminants to air, water or Jand and requires
outside resources to control or 1s required to be reported to

a regulatory agency”




In beth 2005 and 2006, the Group recorded one environmental
incident The environmenta! inaident which took place in 2006
occurred in Sauch Arabia when effluent was discovered leaking from
drains at the rear of the main site A contractor was brought in to
repair and clean up, laying new drains to the septic tanks A new
drainage system and relocation of the septic tanks have now been
included m the site improvement plan

As all our businesses have an objective of continuous improvement,
our environmental intbatives focus on mimimising waste generation,
preventing pollution and reducing energy consumpticn

Intiatives during 2006 include

Weir Strachan & Henshaw are launching a Cycle to Work Scheme
in 2007, which will offer employees a long term loan of a cycle
and related cycle equipment tax free under a salary sacrifice
scheme The scheme has been established with support from
cyclescheme co uk The employee should use the cycle for at least
50% of their tnps to work They are also allowed to use it for
leisure and holdays The aim of the scheme is to encourage
employees to cycle to work instead of using their car, thereby
promoting a healthy ifestyle and reducing pollution

The Weir Minerals Australia foundry 1s a large consumer of
electricity and its Artarmon site undertook an energy consumption
study to identify mitigation methods of electricity consumption
The study was conducted in 2006 and an energy efficiency and
reduction plan was approved The main opportunities identified
for energy reduction or improved efficiency per ton of product
produced, nclude the updating of furnaces and air compressors
Dunng 2007, it s planned to replace this equipment and continue
with a rigorous preventative maintenance aimed to dentfy and
correct air leaks Other energy efficiency and reduction opportunites
currently underway are related to reduction in the consumption of
LPG by implementing the Weir Production Systern waste ehmination
prinaples i terms of reduction n the amount of fork lift traffic
Specifically, the project of relccating the pump assembly

shap near the warehguse will sigruficantly reduce internal
transport needs

Weir Services Australia, although a global company, are
recycling at a local level With two endangered species living

in therr local area, the Red Crowned Toadlet and the Somersby
Mintbush, Weir Services feel that they have more cause to recycle
than most They have reviewed the waste that each department
creates and effectively found a way for reusing or recycling In
their workshops they recycle and reuse rubber, plastic sheeting,
broken pallets, mild steel, stainless steel, brass, white metal and
packaging materials In the office they reuse both sides of the
paper before recycling it along with printer cartridges and at the
request of staff they are now recyching all plastic and glass bottles,
cardboard, steel and aluminium cans

Community

Duning the year, Group comparies were nvoived in numerous
community, soctat and cultural imiiatives  Causes, events and
chanties are often nominated and driven by cur employees,
reflecting their own interests and social engagement We also
parbcipate in a range of educational and traiming initratives,
including

Recently about 80 employees at
Weir Vulco Chlle participated in
the construction of four houses for
four underprivileged families located
120 miles west of Santiage

Weir Minerals Austratia has been involved for many years in
sponsoring and participating in a Design and Construct Competition
for 2nd year Engineenng Students throughout Austrahia and New
Zealand This is organised in conjunction with the Austraban
Institution of Engineers and 15 open to all universities in Austraha
and New Zealand Each university conducts its own competition,
with the winners gathered together for the national final 1 Sydney
which 15 sponsored by the company (2006 A3$32,000) In addition
the company arranges

* a tour of the company’s Artarmon factory by all 60 or so
competing students and officials,

= participation by staff as judges in the final event, and
+ presentation of the awards at the functron dinner

The 2006 Warman Student Design

and Build Competition National Final,

was won by the team from the

University of Auckland, sending the

Warman Trophy and $1000 pnze

money to New Zealand for the third

year in a row The University of Adelaide team was given the
judges Award for innovation This year’s specification, code named
“Project ABC — Autonomously Beautfy Countryside”, asked the
students to design & dewice, 1in response to a fictional requirement
for the planet Gondwana The objective was to design, build and
prove a prototype device in a laboratory environment that served
to accurately and rapidly distribute wild flower seeds along the
planet’s ighways Along the way, students not only learned
about engineering design but also project management,
sustainability pnnciples and team work and the results ranged
fram sophisticated mechatronic systems to devices crafted from
such things as Lego, old farrming machinery, skateboard wheels,
car parts and rubber bands
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Corporate Social Responsibility Report continued)

The Social Responsibility Committee at Weir Minerals Africa
was Involved in various company and community projects to
uplift previously disadvantaged commurnities Project acceptance
15 based on the contnbution to the iImprovernent of quality of life

In 2006, the company assisted with the following donations
and sponsorships

* Purchased its cleaning matenials from Tembisa Self Help
Association for the Disabled, who make such items on their
preruses, thus providing employment to some disabled residents

» A donation of R25,000 to Tembisa Child and Family Welfare
for use In providing for the children in their care An additional
R25,000 was also donated towards the cost of a replacement bus

» A donation of R25,000 to Tembisa Self Help Assocation for the
Disabled as well as providing financial support to thewr Casual
Day sticker campaign

* Financial assistance was given to employees’ children to
cover some of the costs of schooling and tertiary studies

s Subscrnibing to the East Rand Industrialists Network who
are involved in the upliftment and maintenance of the
industnial area faclities

» R5,000 was donated to the University of the North West to
sponsor some orphaned children to attend a sports camp

Welr Minerals Europe’s strategy 15 to work towards becoming
a neighbour of choice This increasing pro active approach is
reflected through the company’s approach to both environmental
impact mimimisation and social stewardship In 2008, the
Todmorden site set aggressive targets to reduce the volume of
waste to landfill and to improve recycling with sand and slag
waste to landfill being reduced by 31% Plans for 2007 include
the instatlation of a chromute separation plant, which should
enable the company to improve its reuse of chromute sand by
20% General waste to landfill was reduced by 24% through
improvements i internal waste streaming The site also
demonstrated substantial improvements in recycling, ncreasing
wood and cardboard recycled by 73% This was achieved
primarily through the combring of wood and cardboard waste,
to simplfy the waste streams and reduce inclusion in general
waste to landfill Metal scrap recycled improved by 2096 despite
the outsourcing of metal fabrications n rug 2006, although this
should be viewed against volume increases through the machine
shop during 2006 generating increased levels of swarf waste

The business also actively supports local events and charities,
which during 2006 included charitable donations (totalling
£2,000) specifically targeted at the local commumty through

& diverse range of organisations including schools, the arts, the
fire bnigade and young peoples’ clubs Financial sponsorshup was
also provided for the organisation of a Polish cultural event aimed
at encouraging understancing and integration of Polish workers,
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predominantly employed at the site, into the local community
and was supported by the staff In addiion the company prowvided
match sponsorship for a fnendly international Poland v England
football match held in the town

For the year ahead, it 1s planned that the site will be the prnincipal
location for a local two day event titled “Made in Todmorden”
which will involve community outreach to show the local
community the activities carned out on site, the products and
people, to aid a demystification of the business and promote a
closer affinity between the larger local community and the site

Marketplace

We recognise that our corporate sccial responsibility also reflects
the way we behave towards our suppliers The Group does

not operate a standard policy in respect of payments to supphers
and each operating company Is responsible for agreeing the terms
and conditions under which business transactions are conducted,
including the terms of payment It is Group policy that payments
to supphers are made in accordance with the agreed terms At 29
December 2006, the Group had an average of 61 days purchases
outstanding mn trade creditors

Many Weir companies are collaborating closely with suppliers
to address environmental considerations throughout the supply
chain, particularly in areas such as raw matenals, packaging and
recycling, to our mutual benefit

Research & development

Research and development has a wital role to play in meeting our
corporate social responsibilities The development of new products
that are more environmentally benign in both manufacture and
operation and the substitution of harmful matenals, offer competitive
advantage to ourselves and to our customers

We recogmise that many of our products are themselves contnbutors
to environmental protection (n critical areas such as power
generation, nuclear handhng and subsea ol and gas exploration
We are therefore investing i research and development to
continucusly improve their performance

2007 will see ongoing investment in design, research and
development, in which our corporate social responsibility and
business abjectives are closely aligned
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Directors Statement of Responsibilities

The directors are responsible for preparing the annual report
and the Group financial staternents in accordance with applicable
United Kingdom law and those International Financial Reporting
Standards (“IFRSs") as adopted by the European Union

The directors are required to prepare Group financial statements
for each financial year wiuch present fairly the financial position
of the Group and the financial performance and cash flows of
the Group for that peniod In prepanng those Group financal
statements the directors are required to

« select suitable accounting policies in accordance with 1AS 8
*Accounting Policies, Changes in Accounting Estimates and
Errors’ and then apply them consistently,

» present information, including accounting policies, In a manner
that provides relevant, relable, comparable and understandable
infarmation,

» provide additional disclosures when comphance with the specific
requirements in IFRSs 1s insufficient to enable users to understand
the impact of particular transactions, other events and conditions
on the Group’s financial position and finanaal performance, and

 state that the Group has complied with IFRSs, subject to any
matenal departures disclosed and explained in the financial
statements

The directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time the
financial position of the Group and enable them to ensure that
the Group financial statements comply with the Comparues Act
1985 and Article 4 of the IAS Regulation 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 rregularities
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Independent Auditors Report

Independent auditors report to the members

of The Weir Group PLC

We have audited the Group financial statements of The Weir
Group PLC for the 52 weeks ended 29 December 2006 which
compnise the Conschdated Income Statement, the Consclidated
Balance Sheet, the Consohdated Cash Flow Statement, the
Consolidated Statement of Recognised Income and Expense and
the related notes 1 to 32 These Group financial statements have
been prepared under the accounting policies set out therein

We have reported separately on the Company financial statements
of The Weir Group PLC for the 52 weeks ended 29 December
2006 and on the information in the Remuneration Committee
Report that 1s descnibed as having been audited

This report 1s made solely to the Company's members, as a body,
m 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 audht work, for this
report, or for the opmnions we have formed

Respective responsibilities of directors and auditors

The directors responsibilities for prepanng the annual report and
the Group financial statements in accordance with applicable United
Kingdom law and International Financral Reporting Standards
("IFRSs") as adopted by the European Union are set out In the
Directors Statement of Responsibilities

Qur responsibility 15 to audit the Group financial statements in
accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the Group financial
statements give a true and far view and whether the Group
financial statements have been properly prepared in accordance
with the Comparues Act 1985 and Article 4 of the 1AS Regulation
We also report to you whether in our opinion the information
given in the Directors Report is consistent with the finanaal
statements The nformation given in the Directors Report
includes specific iInformation that 1s contained in the Chief
Executive’s Report, the Operational Review, the Financial Review
and the Corporate Social Responsibility Report that 1s cross
referred from the Directors Report

in addrtion we report to you If, In our opinien, we have not
recerved afl the information and explanations we require for
our audit, or If nformation specified by law regarding directors
remuneration and other transactions ts not disclosed

We review whether the Corporate Governance Statement reflects
the Company’s comphiance with the nine provisions of the 2003
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 nsk and control procedures

We read other information contained in the annual report and
consider whether 1t 1s consistent with the audited Group financial
statements The other information comprises only the Financial
Highlights 2006, 2006 Highlights, the Chairman’s Statement,
the Chief Executive’s Report, the Operational Review, the Finanaial
Review, the Board of Directors, the Directors Report, the Corporate
Governance Statement, the Audit Committee Report, the
Nomination Commuttee Report, the unaudited part of the
Remuneration Committee Report and the Corporate Socal
Responsibility Report We consider the implications for our report
if we become aware of any apparent misstatements or materal
inconsistencies with the Group financial statements Our
responsibilities do not extend to any other information

Basis of audit opinion

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit includes exammation, on a test basis,
of evidence relevant to the amounts and disclosures in the
Group financial statements |t also includes an assessment of
the significant estimates and judgments made by the directors
In the preparation of the Group financial statements and of
whether the accounting policies are appropriate to the Group's
circumstances, consistently apphied and adequately disclosed

We planned and performed our audit 50 as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the Group financial statements are free from
matenal misstatement, whether caused by fraud or other
irregulanty or error In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
Group financial statements

Opinion
In our opinion

* the Croup financial statements give a true and farr view, in
accordance with IFRSs as adopted by the European Union,
of the state of the Group’s affairs as at 29 December 2006
and of its profit for the 52 weeks then ended,

» the Group finanaial statements have been properly prepared
in accordance with the Companies Act 1985 and Article 4 of
the IAS Regulation, and

# the information given in the Directors Report 1s consistent
with the Group financial statements

@\’@W

Ernst & Young L
Registered Auditor
Glasgow

21 March 2007
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Consolidated Income Statement

for the 52 weeks ended 29 December 2006

52 weeks ended 29 December 2006

52 weeks ended 30 December 2005

Before Exceptlonat Before Excephionat
exceptional ftems. exceptional items
Items (note 5) Total items (note 5) Totat
Notes £m £m £m £m £m £m
Continuing operations
Revenue 3 940.9 240 9 789 4 789 4
Cost of sales (679 5) (679 5) (570 7) (570 7}
Gross profit 2614 2614 2187 2187
QOther operating income 21 68 89 15 15
Seling & distributton costs (119 3) (119 3} (106 6) (106 6)
Administrative expenses (67 0) 107 (56 3) (56 5) {56 5)
Restructunng costs {18) (18) (24 7) (24 7
Share of results of joint ventures 15 24 24 17 17
assoCiates 15 81 81 75 75
Qperating profit 877 157 103 4 663 (24 7) 416
Finance costs 6 (10 8) {10 8) 66) (6 6}
Finance income 6 53 53 20 20
Other finance income retirement benefits 24 49 49 05 05
Profit before tax from continuing operations 871 157 1028 622 (24 7) 375
Tax expense 7 (12 9) (27) {22 6) (13 8) (13 8)
Profit for the penod from cortinuing operations 672 130 802 48 4 (247 237
Profit for the penod from discontinued operations B 14 14 23 23
Profit for the period 68 6 130 816 307 (24 7) 260
Attributable to
Equity holders of the Company 68 6 130 816 506 (24 7) 259
Minonty interests 01 01
68 6 130 816 507 (24 7) 26 0
Earnings per share 9
Basic total operations 39 4p 12 ép
Basic continuing operations 324p 38 7p 23 5p 11 5p
Diluted total operations 38 8p 12 5p
Duluted continuing operations 320p 38 2p 23 4p 11 4p
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Consolidated Balance

at 29 December 2006

Sheet

29 December 30 December
2006 2005
Notes £m £m
ASSETS
MNon current assets
Property, plant & equipment 11 116 6 1192
Intangible assets 12 1801 187 5
Investments in joint ventures & assoclates 15 3315 209
Deferred tax assets 23 193 17 4
Retirement benefit plan surpluses 24 78
Forward foreign currency contracts 30 49 04
Total non current assets 3622 3454
Current assets
Inventories 16 1209 1228
Trade & other recervables 17 2038 2073
Construction contracts 18 349 28 2
Forward foreign currency contracts 30 65 23
Income tax recewvable 01 06
Cash & short term deposits 19 146 3 109 6
Total current assets 5125 4708
Total assets 8747 816 2
LIABILITIES
Current liabilities
Interest beanng loans & borrowings 20 75 09
Trade & other payables 21 2124 1788
Construction contracts 18 453 332
Forward foreign currency contracts 30 30 46
Income tax payable 194 73
Provisions 22 27.3 261
Total current habilities 3159 266 9
Non current habiiities
Interest bearing loans & borrowings 20 1459 1751
Ferward foreign currency contracts 30 18 3t
Provisions 22 136 146
Deferred tax liabilities 23 139 39
Retirement benefit plan deficits 24 17 61 6
Total non current liabilities 186.9 2583
Total liabilities 5028 5252
NET ASSETS 3719 2910
CAPITAL & RESERVES
Share capital 25 264 262
Share premum 25 354 325
Treasury shares 25 (107 (107
Caprtal redemption reserve 25 05 05
Foreign currency translation reserve 25 (29) 99
Hedge accounting reserve 25 35 (37)
Retained earmings a5 3193 2359
Shareholders equity 3715 2906
Mihonty interest 25 04 04
TOTAL EQUITY 3719 2910

Approved by the Board of Directors on 21 March 2007

s

Mark Selway Director

Kelth Cochrane Durector
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Consolidated Cash Flow Statement

for the 52 weeks ended 29 December 2006

52 weeks 52 weeks
ended 29 ended 30
December December
2006 2005
Notes £m £m
Cash flows from operating activities 26
Cash generated from operations 134 5 713
Additional pension centnbutions paid (7 0% (100}
Fundamental restructuring costs paid (58) (16 6)
Income tax paid (14 6) 7N
Net cash generated from operating actwities 107 1 368
Cash fiows from investing activities
Acquisitions of subsidianies & joint ventures 26 2.1 (75 6)
Disposals of subsidiaries & jomt ventures 26 (18) 14 2
Purchases of property, plant & equipment & intangible assets (27.6) 257
Exceptional proceeds on sale of property 83
Other proceeds from sale of property, plant & equipment & intangible assets 10 04
Proceeds from sale of other investments 02
tnterest receved 53 19
Dividends received 1.5 40
Net cash used in mvesting activities (15 4) (B0 &)
Cash flows from financing activities
Praceeds from issue of ordinary shares 31 63
Purchase of treasury shares (10 7}
Praceeds from borrowtngs 907 1700
Repayments of borrowings {110 2) (84 5)
Interest paid (102) (8 3)
Dividends paid to equity holders of the Company (27 ) (26 6)
Net cash (used in) generated from financing actvities (54 3) 46 2
Net increase in cash and cash equivalents 374 24
Cash and cash equivalents at beginning of period 1040 956
Foreign currency translation differences 23 60
Cash and cash equivalents at end of period 19 1391 1040
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Income & Expense

for the 52 weeks ended 29 December 2006

Consolidated Statement of Recognised

52 weeks 52 weeks
ended 29 ended 30
December December
2006 2005
Note £m £m
Income & expense recognised directly in equity
Gains (losses) taken to equity on cash flow hedges 15 (107)
Exchange differences on translation of foreign operations (12 8) 139
Actuanal gains on defined benefit plans 330 221
Share of associate’s actuarial gain on defined benefit plans 44 48
Transfers to the income statement
QOn cash flow hedges N 03
Tax on items taken directly to or transferred from equity 7 (12 5) (29)
Net income recognised directly in equity 225 275
Prafit for the period 816 260
Total recognised income & expense for the period 1041 535
Attnbutable to
Equity holders of the Company 1041 53 4
Minority interests 01
1041 335
Effect of changes in accounting policy
Net gain on cash flow hedges on first ime application of IAS39 24
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Notes to the Group Financial Statements

1. Authorisation of financlal statements & statement of compliance

The consolidated financial statements of The Weir Group PLC for the 52 weeks ended 29 December 2006 were approved and authonised for issue in
accordance with a resolution of the directors on 21 March 2007 The comparative information 1s presented for the 52 weeks ended 30 December 2005
For practical reasons, the Group prepares its financial statements to the week ending closest to the Company reference date of 31 December The results
on this basis are unbkely to be matenally different from those that would be presented for a period of one year The Werr Group PLC Is a lvruted company
incorporated in Scotland and is listed on the Londen Stock Exchange

The consohdated financiat statements of The Weir Group PLC have been prepared in accordance with Internatienal Financial Reporting Standards {(IFRS)
as adopted by the European Union and applied in accordance with the provisions of The Companies Act 1985

The principal activities of the Group are described in note 3

2 Accounting policies

Basis of preparation
The accounting pobcies which follow set out those policies which have been applied consistently to all periods presented i these financial statements

These financial statements are presented in sterling Al values are rounded to the nearest 0 1 million pounds {(£m) except when otherwise indicated

The format of the consolidated income statement presented in these consolidated financial statements differs from that used in the Group’s consclidated
financial statements for the 52 weeks ended 30 December 2005 and the Group's 2006 Interim Report The format of the conschidated 1ncome statement
included within these consohdated financal statements, which presents excepbonal items 1n separate columns, has been adopted as it presents information
in a format that 1s more relevant to users of the financial statements The comparative information has been reclassified accordingly

Use of estimates and judgements

The preparation of the consolidated financial statements requires management to make judgements, esimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, habilities, income and expenses Actual results may differ from these estimates

Estimates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting estimates are recogmised in the perniod n which the
estimate Is revised and in any future penods affected

Detalls of the significant areas of estimation uncertainty and cntical judgements n applying accounting policies that have the most signrficant effect on
the amounts recognised tn the financial statements are described on page 19

Basis of conselidation

The consolidated financial statements include the resuits, cash flows and assets and habiities of The Wer Group PLC (“the Company”) and its subsidiaries
{together, “the Group"), and the Group's share of its joint ventures and assocates results The financial statements of subsidianes, joint ventures and
associates are prepared for the same reporting period as the Company using consistent accounting policies

A subsidiary 15 an entity controlled, either directly or indirectly, by the Company, where control 1s the power to govern the financial and operating policies
of the entity so as to obtamn benefit from its activities The results of a subsidiary acquired dunng the penod are included in the Group’s results from the
effective date on which control 15 transferred to the Group The results of a subsidiary sold dunng the peniod are included in the Group’s results up to the
effective date on which control is transferred out of the Group All intragroup transactions, balances, incorne and expenses are eliminated on consclidation

Minority interests represent the portion of profit or loss and net assets in subsidianes that 15 not held by the Croup and s presented within equity in the
consohdated balance sheet, separately from the Company shareholders equity

Joint ventures & associates

The Group has a number of long term contractual arrangements with other parties which represent joint ventures These all take the form of agreements to
share control over other entities (“jointly controlled entities”} The Group's interests in the results and assets and liabilities of its jointly controlled entities are
accounted for using the equity method An associate 15 an entity over which the Company, either directly or indirectly, 1s tn a position to exercise significant
influence by parucipating in, but not controlling or jointly controlling, the financial and operating pohcies of the entity Associates are accounted for using
the equity method

These investments are carried In the balance sheet at cost plus post acquisition changes in the Group's share of net assets less any impairment in value
The income statement reflects the share of results of operations of these investments after tax Where there has been a change recognised directly in the
investee's equity, the Group recognises Its share of any changes and discloses this when applicable tn the statement of recogmised income and expense

Any goodwill anising on the acquisition of a joint venture or associate, representing the excess of the cost of the investment compared to the Group’s share
of the net fair vatue of the joint venture or associate’s identifiable assets, habihties and contingent habilities, 1s included in the carrying amount of the joint
venture or associate and 15 not amortised To the extent that the net fair value of the joint venture or associate’s identrfiable assets, labiities and contingent
habilities s greater than the cost of the investment, a gain 1s recognised and added to the Group’s share of the joint venture or associate’s profit or loss in
the peniod it which the investment 1s acquired
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Foreign currency translation

The financial statements for each of the Group’s substdiaries, joint ventures and associates are prepared using thew functional currency The functicnal
currency 1s the currency of the pnmary economic environment in which an entity operates

At entity level, transactions denominated In foreign currencies are translated into the entity’s functional currency at the exchange rate ruling on the date
of the transaction Monetary assets and labilities denominated in foreign currencies are retranslated at the exchange rate ruling on the balance sheet date
Currency translatron differences are recognised in the income statement except when hedge accounting 1s apphed

On consolidation, the results of foreign operations are translated into sterling at the average exchange rate for the penod and their assets and liabilities
are translated into sterling at the exchange rate ruling on the balance sheet date Currency transtation differences, including those on monetary items
that form part of a net investment in a foreign operation, are recogrrsed in the foreign currency translation reserve

In the event that a foreign operation 1s sold, the gain or loss on dispesal recognised i the income statement 15 determined after taking into account the
cumulative currency translation differences that are attnbutable to the operation As permitted by IFRS1, the Group elected to deem cumulative currency
translation differences to be £nil as at 27 December 2003 Accordingly, the gain or loss on disposal of a foreign operation does not include currency
translation dhfferences ansing before 27 December 2003

tn the cash flow statement, the cash flows of foreign operations are translated into sterling at the average exchange rate for the penod

Revenue recognition

Revenue 1s recognised to the extent that it 1s probable that the economic benefits wilt flow to the Group and the revenue can be reliably measured
Revenue from sales of goods ts recognised when the significant risks and rewards of ownership of the goods have passed to the buyer, usually on dispatch
of the goods, and can be rehably measured Revenue from the sales of services and revenue from construction cantracts I1s recognised by reference to

the stage of completion The stage of completion of a contract is determined either by reference to the proportion that contract costs incurred for work
performed to date bear to the estimated total contract costs, or by reference to the completion of a physical proportion of the contract work The basis
used 1s dependent upon the nature of the underlying contract, and takes into account the degree to which the physical proportion of the work 1s subject
to formal customer acceptance procedures

A construction contract 1s defined as a contract that 1s specifically negobated for the construction of an asset or a combination of assets that are closely
interrelated or interdependent in terms of their design, technology and function or therr vltimate purpose or use Where the time taken to complete such
contracts extends over different accounting periods, revenue 15 recognised by referenice to the stage of completion of the contract activity at the batance
sheet date where the outcome can be estimated rehably, otherwise It 1s recognised to the extent costs are incurred Losses on contracts are recoghnised in
the period when such losses become prebable

Exceptional items

Matenial items of tincome and expense which, because of the nature and infrequency of the events giving nise to them, ment separate presentation to allow
a better understanding of the elements of the Group's financial performance for the period, are presented as exceptional items on the face of the income
staternent to facilitate compansons with prior peniods and assessment of trends in financial performance

Goodwill
Business combinations on or after 27 December 2003 are accounted for under IFRS3 using the purchase method

Goodwill arises on the acquisiton of subsidianes and represents any excess of the cost of the acquired entity over the Group’s interest in the fair value
of the entity’s identifiable assets, habilities and contingent habilities determined at the date of acquisition Goodwill in respect of an acquired subsichary
1s recognised as an intangible asset Goodwall 1s tested at least annually for imparment and carned at cost less any recognised impairment losses

Where the fair value of the interest acquired in an entity’s assets, habiliies and contingent liabiliies exceeds the consideration paid, the excess 1s recogmised
immediately as a gan in the income statement

Goodwtll recogmised as an asset as at 27 December 2003 1s recorded at its carrying armount at that date and 1s not amortised The carrying amount of
goodwill allocated to a cash generating umit 1s taken into account when determining the gain or loss on disposal of the unit Goodwill that was written off
directly to reserves under UK GAAP 1s not taken into account in determining the gain or loss on disposal of acquired businesses on or after 27 December 2003

Other intangible assets
Other intangsible assets are stated at cost less accumulated amortisation and any recogmised imparrment losses

() Acquired mtangible assets

An intangible resource acquired in a business combination 1s recognised as an intangible asset if 1t 1s separable from the acquired business or anses from
contractual or legal nghts, 1s expected to generate future economic benefits and its far value can be measured reliably An acquired intangible asset with

a firite life 1s amortised on a straight ine basis so as to charge its cost, which represents its fair value at the acquisihon date, to the imcome statement over
its expected usefut ife An acquired intangible asset with an indefinite life 15 not amoertised but 1s tested at least annually for impairment and carried at cost
less any recognised impairment losses
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Notes to the Group Financial Statements (continued)

The expected useful lives of the acquired intangible assets are as follows

Brand name indefinite hfe
Customer relationships 25 years
Favourable lease 6 years

(b) Research & development costs

All research expenditure is charged to the income statement in the penod in which 1t 1s mcurred

Development expenditure 1s charged to the income statement in the period m which it 15 incurred unless it relates to the development of a new product
and 1t 15 incurred after the technical feasibility and commercial viability of the product has been proven, the development costs can be measured reliably,
future economic benefits are probable and the Group intends to and has sufficient resources to complete the development and to use or sell the asset
Any such capitahsed development expenditure will be amortised on a straight hine basis so that it 1s charged to the ncome statement over the expected
Iife of the resulting product

(c) Computer software

Computer software that is not integral to an item of property, plant and equipment 1s recognised separately as an intangible asset Amortisation is provided
on a straight line basis 50 as to charge the cost of the software to the income statement over its expected useful life, not exceeding eight years

Property, plant & equipment

The Group elected to use previous UK GAAP revaluations of land and buildings, amounting to £10 5m, prior to 27 December 2003 as deemed cost at
the date of the revaluation

Praperty, plant and equiprment s stated at cost less accumulated depreciabion and any recogrised impairment Josses Freehold land and assets under
construction are not depreciated

Depreciation of property, plant and equipment, other than freehold land and assets under construction, 15 provided on a straight line basis so as to
charge the cost less residual value, based on prices prevailing at the balance sheet date, to the income statement over the expected useful life of the
asset concerned, which is m the following ranges

Freehold buiidings, long leasehold land & buildings 10 40 years
Short leasehold land & buildings duration of lease
Plant & equipment 3 20 years

Borrowing costs attributable to assets under construction are charged to the income statement in the penod in which they are incurred

Leases

Leases which transfer to the Group substantially all the nsks and rewards of ownership of the leased asset are classified as finance leases All other leases
are classified as operating leases

Assets held under finance leases are included within property, plant and equipment, initially measured at their far value or, If lower, the present value of
the minimum lease payments and a corresponding lability 1s recognised within obligations under finance leases Subsequently, the assets are depreciated
on a basis consistent with simifar owned assets or the lease term if shorter At the inception of the lease, the lease rentals are apportioned between

an tnterest element and a capital element so as to produce a constant perlodic rate of interest on the cutstanding hability Subsequently, the interest
element 15 recognised as a charge ta the income statement while the capital element 1s applied to reduce the outstanding hability

Operabing lease rentals and any incentives receivable are recognised in the income statemnent on a straight line basis over the term of the lease

Imparrment of non current assets

All non current assets are tested for impairment whenever events or circumstances indicate that their carrying values might be impaired Additionally,
goodwill, intangible assets with an indefinite iife and any caprtalised development expenditure are subject to an annual mpairment test

An impairment oss 15 recogrused to the extent that an asset’s cartying value exceeds its recoverable amount, which represents the higher of the asset’s

fair value less costs to sell and its value in use An asset's value n use represents the present value of the future cash flows expected to be derved from the
asset Where it 15 not possible to estmate the recoverable amount of an individual asset, the impairment test 15 conducted for the cash generating unit to
which it belongs Simularly, the recoverable amount of goodwill 1s determined by reference to the discounted future cash flows of the cash generating units
to which i 1s allocated

Impairment losses are recognised in the income statement Impairment losses recognised it previous penods for an asset other than goodwill are reversed
if there has been a change in the estmates used to deterrine the asset’s recoverable amount The carrying amount of an asset shall not be increased
above the carrying amount that would have been determined had no smpairment loss been recognised for the asset in prior penods Impairment losses
recognised 1n respect of goodwll are not reversed
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Inventories

Inventones are valued at the lower of cost and net realisable value, with due allowance for any obsolete or slow mowing items Cost represents the
expenditure incurred in brnging inventonies to thew existing tocation and condition and comprises the cost of raw materials, direct labour costs, other
direct costs and related production overheads Raw matenal cost 1s generally determined on a first in, first out basis Net realisable value 1s the esuimated
selling price less costs to complete and sell

Trade & other recervables

Trade recevables, which generally are of a short dated nature, are recogrused and carried at originat invoice amount less an allowance for estimated
irrecoverable amounts Provision 1s made when there i1s objective evidence that the Group will not be able to recover balances in full Balances are
written off when the probability of recovery 15 assessed as being remote

Cash & cash equivalents

Cash and cash equivalents comprise cash in hand, deposits available on demand and other short term highly hquid investments with a maturity on
acquisittion of three months or less and bank overdrafts Bank overdrafts are presented as current habilities to the extent that there 1 no nght of offset
with cash balances

Interest bearing loans & borrowings

Obligations for loans and borrowings are recognised when the Group becomes party to the related contracts and are measured initially at fair value less
directly attnbutable transaction costs After initial recognition, interest bearning loans and borrowings are subsequently measured at amortised cost using
the effective interest method Amortised cost is calculated by taking into account any issue costs and any discount or premium on settlement

Provisions

A provision 1s recognised i the balance sheet when the Group has a legal or constructive obligation as a result of a past event, the obhigation can be
estimated rehably and 1t 1s probable that an outflow of economic benefits will be required to settle the obligation If the effect 1s matenal, provisions are
determined by discounting the expected future cash flows at a pre tax rate that reflects current market assessments of the tme value of money and,
where appropriate, the risks specific to the liability

Derecognition of financial assets & liabilities

The Group's pnncipal financial assets and habifities, other than dervatives, compnise bank overdrafts, short term debt, loans, cash and short term deposits
The Group also has other financial assets and habilities such as trade recewvables and trade payables which anse directly from its operations

A fmanciak asset or hability 15 generally derecogrised when the contract that gives nise to it 1s settled, sold, cancelled or expires

A financial hability 15 derecognised when the obligation under the hiability 1s discharged or cancelled or expires Where an existing financial hability
15 replaced by another from the same lender on substantally different terms, or the terms of an existing habtlity are substantially modified, such an
exchange or modification 1s ireated as a derecognition of the onginal hability and the recogrition of a new hability, such that the difference in the
respective carrying amounts together with any costs or fees incurred are recognised in profit or loss

Financial instruments
(a) Denvative financial instruments

The Group uses dervative financial instruments, principally forward foreign currency contracts, to reduce its exposure 1o exchange rate movements
The Group does not hold or 1ssue denvatives for speculative or trading purposes

Dervative financial instruments are recogmised as assets and habihities measured at their fair values at the balance sheet date The fair value of forward
exchange contracts 1s calculated by reference to current forward exchange rates for contracts with similar matunty profifes Changes in therr far values
have been recognised in the Income statement, except where hedge accounting 1s used, provided the conditions specified by 1A539 are met Hedge
accounting 1s apphed 1n respect of hedge relationships where 1t 1s both permissible under 14539 and practical to do so When hedge accounting I1s
used, the relevant hedging retationships will be classified as fair value hedges, cash flow hedges or net investment hedges

Where the hedging relationship 1s classified as a fair value hedge, the carrying amount of the hedged asset or hability will be adjusted by the increase or
decrease In its fair value atiributable to the hedged risk and the resulting gain or loss will be recognised in the income statement where, to the extent that
the hedge 15 effective, it will be offset by the change In the fair value of the hedging instrument

Where the hedging relationship 15 classified as a cash flow hedge or as a net investment hedge, to the extent the hedge 15 effective changes in the fair value

of the hedging mstrument will be recognised directly In equity rather than in the income statement When the hedged item 1s recogrised in the financral
statemenits, the accumulated gains and losses recognised in equity wall be either recycled to the income staternent or, If the hedged item resuits
in a non financal asset, will be recognised as adjustments to 1ts initial carrying amount
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Hedge accounting 1s discontinued when the hedging strument expires or s sold, terminated or exeraised, or ne longer qualifies for hedge accounting
At that pomnt In ttme, any cumulative gain or loss on the hedging instrument recognised in equity 1s kept in equity until the forecasted transaction occurs
If a hedged transaction 1s no longer expected to occur, the net cumulative gain or loss recognised in equity 1 transferred to net profit or loss for the penod

(b) Embedded derivatives

Denvatives embedded 1n nen dervative host contracts are recognised separately as dervative financial instruments when their risks and characteristics
are not closely related to those of the host contract and the hest contract 1s not stated at its fair value with changes in uts far value recognised in the
income statement

Post employment benefits

Post employment benefits compnse pension benefits provided to employees throughout the world and other benefits, pnmanly post retirement healthcare,
provided to certain employees in the Urited States

For defined benefit plans, the cost 1s calculated using the projected unit credit method and is recogrised over the average expected remaining service lives
of participating employees, in accordance with the advice of qualified actuanes Past service costs resulting from enhanced benefits are recogmised on a
straight line basis over the vesting period, or immediately if the benefits have vested Actuarial gains and losses, which represent differences between the
expected and actual returns on the plan assets and the effect of changes in actuanial assumptrons, are recognised in full in the statement of recognised
income and expense in the pened in which they occur The defined benefit liability or asset recognised in the balance sheet comprises the net total for
each plan of the present value of the benefit obligation, using a discount Tate based on appropnate high quality corporate bonds, at the balance sheet
date, minus any past service costs not yet recogmised, minus the fair value of the plan assets, If any, at the balance sheet date Where a plan 15 in surplus,
the asset recogmised 1s limited to the amount of any unrecognised past service costs and the present value of any amount which the Group expects to
recover by way of refunds or a reduction in future contributions

For defined contnbution plans, the cost represents the Group’s contributions to the plans and this is charged to the income statement in the period In
which they fall due

Share based payments

Equity settled share based incentives are provided to employees under the Group's executive share option scheme, the savings related share option scheme
and the long term incentive plan The Group recognises a compensation cost in respect of these schemes that 1s based on the fair value of the awards For
equity settled schemes, the fair value 1s determined at the date of grant and 15 not subsequently re measured uniess the conditions on which the award was
granted are modited The fair value at the date of the grant s calculated using appropriate option pricing models and the cost 1s recogrised on a straight
line basis over the vesting period Adjustments are made to reflect expected and actual forfeitures dunng the vesting pencd due to failure to satisfy service
conditions or non market performance conditions

As permitted by IFRS1, The Group has applied IFRS2 “Share based Payment” retrospectively only to equity settled awards that were granted on or after 7
November 2002 and had not vested as at 1 |anuary 2005

Taxation
Current tax 1s the amount of tax payable or recoverable in respect of the taxable profit or loss for the penod

Deferred tax 1s recognised, on temporary differences between the carrying amount of an asset or hability 1n the balance sheet and its tax base with the
following exceptions

(a) Deferred tax ansing from the intial recognition of goodwaill, or of an asset or hability in a transaction that 15 not a business combination, that, at the
time of the transaction, affects neither accountng nor taxable profit or loss, 1s not recognised

(b) Deferred tax 15 provided on temporary differences arising on investments in subsidiaries, joint ventures and associates, except where the timing of
the reversal of the temporary difference can be controlled and 1t 15 probable that the temporary difference will not reverse in the foreseeable future

(c) A deferred tax asset 1s recognised only to the extent that it 1s probable that future taxable profits will be avallable aganst which the asset can
be utilised

Deferred tax habilitres represent tax payable in future periods in respect of taxable temporary differences Deferred tax assets represent tax recoverable
in future periods i respect of deductible temporary differences, the carry forward of unutilised tax losses and the carry forward of unused tax credits
Deferred tax 15 measured on an undiscounted basis using the tax rates and tax laws that have been enacted or substantively enacted at the balance
sheet date and are expected to apply when the deferred tax asset Is realised or the deferred tax habuity 15 settled

Current and deferred tax 1s recogrised in the income statement except i it relates to an item recogmised directly in equity, in which case 11 15 recognised
directly in equity
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Treasury shares

The Weir Group PLC shares held by the Company and the Group are classified in shareholders equity as ‘'treasury shares’ and are recogrised at cost
Consrderation received for the sale of such shares s also recognised In equity, with any difference between the proceeds from sale and the onginal

cost being taken directly to revenue reserves No gain or loss 1s recogrised in the performance statements on the purchase, sale, 1ssue or cancellation |
of equity shares

New standards & interpretations

The IASB and IFRIC have issued the following standards and interpretations with an effective date after the date of these financial statements

International Accounting Standards (IAS/IFRS) Effective date for periods commencing
IFRS7 financial Instruments Disclosures 1 Januatry 2007
IFRS8 Operating Segments* 1 January 2009
I1AS1 Amendment to IAST Capttal Disclosures 1 January 2007

International Financial Reporting Interpretations Committee (IFRIC)

IFRIC7 Applying the Restatement Approach under 1AS22 Financial Reporting 1 March 2006
In Hypennflationary Economies

IFRICB Scope of IFRS2 Share based payments 1 May 2006
IFRICS Reassessment of Embedded Denvatives 1 June 2008
IFRICTO intenm Financial Reporting and Impairment* 1 Neovemnber 2006
[FRICT1 IFRS 2 Group and Treasury Share Transactions* 1 March 2007
IFRIC 12 Service Concession Arrangements* 1 january 2008

* not yet adopted for use in the European Union

The above standards and interpretations wilt be adopted in accordance with therr effective dates and have not been adopted in these financial statements
The directors do not anticipate that the adoption of these standards and interpretations will have a material impact on the Group's financial statements in
the perod of intial apphcation

Upon adeption of IFRS7, the Group will have to disclose additional information about its financial instruments, their significance and the nature and extent
of risks that they give rise to More specifically, the Group will need to disclose the faw value of its financial instrurnents and s nsk exposure In greater
detail There will be no effect on reported income or net assets \

3. Segment information

The Group's pnmary reporting format 1s business segments, as the Group's nisks and rates of return are affected predominantly by differences in the
products and services provided The Group's secondary format 15 geographicat segments The operating businesses are organised and managed separately
according to the nature of the products and services provided, with each segment representing a strategic business unit that offers different products and
serves different markets

The Engineening Products segment compnses the manufacture of pumps and valves for flow control applications The Engineening Services segment
provides equipment maintenance, process support and asset management services The Defence, Nuclear & Gas segment comprises the defence and
lquid gas handling businesses which provide specialist design and project management of complex engineenng contracts !

Transfer prices between bustness segments are set on an arm's length basis in a manner similar to transactions with third parttes

The Group's geographical segments are determined by the location of the Group's assets and operations
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3 Segment information (continued)

Business segments

The following tables present revenue and profit information and certain asset and liability information on the Group's continuing operations for the 52
weeks ended 29 December 2006 and the 52 weeks ended 30 December 2005 analysed by business segment

Engineering Engineering Defence, Yotal continuing
Products Services Nuclear & Gas operations
2006 2005 2006 2008 2006 2005 2006 2005
£m im £m £m £m £m £m £m
Revenue
Sales to external customers 608 5 5056 2252 2154 107 2 68 4 9409 789 4
Inter segment sales 209 190 16 13 225 203
Segment revenue 629 4 5246 226 8 2167 107 2 68 4 963 4 809 7
Sales to external customers at 2006
average exchange rates 608 5 501 4 2252 2188 107 2 683 240 9 788 5
Result
Segment result before exceptional items 626 423 124 131 9.8 68 848 622
Exceptional incoime (costs) (net) 50 (24 1) 50 (24 7)
Segment result after exceptional items 676 17 6 124 131 98 68 898 375
Share of results of joint ventures 24 17 24 t7
assoclates 81 75 81 75
67 6 17 6 229 223 98 68 1003 46 7
Unallocated expenses (76) [CR)]
Unallocated exceptienal income 107
QOperating profit 103 4 41 &
Segment result before exceptional items at 2006
average exchange rates 626 419 124 136 98 67 848 622
Assets & habilities
Segment assets 5236 5223 1114 1321 296 156 664 6 6700
Investment in joint ventures & associates 3135 209 335 209
523 6 5223 144 9 1530 296 156 698 1 690 9
Unallocated assets 176 6 1253
Total assets 8747 8162
Segment habilities 1891 167 0 44 0 40 6 52.6 399 2857 247 5
Unallocated habilities 217 1 2777
Total habilities 5028 5252
Other segment information
Segment capital expenditure 204 178 57 67 12 07 273 252
Unallocated capital expenditure 11 05
Total capital expenditure 284 257
Segment depreciation & amortisation 147 123 42 36 09 09 198 168
Unallocated depreciation & amortisation 03 01
Total depreciation and amortisation 201 169
Impairment  property, plant & equipment 14 14
Impairment inventory 19 19
Warranty expense {net) 65 79 03 04 68 83

Details of the Group 5 discontinued operations can be found in note 8
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3. Segment information (continued)

Geographical segments

The following tables present revenue, certain asset and capital expenditure information regarding the Group's geographical segments for the 52 weeks
ended 29 December 2006 and the 52 weeks ended 30 December 2005

52 weeks ended 29 December 2006 North Far East South Middle Other Total
America UK & Asla  Australasia America East EU Others Operations
£m £m £m £m £m £m £m £m £m
Revenue
Sales to external customers 2418 1310 1173 1maz2 98.7 87 4 745 790 9409
less sales attributable to discontmued operations
Revenue from continuing operations 2418 1310 1173 1112 98 7 87 4 745 79 0 9409

Other segment Information

Segment assets 13113 180 0 33 119 6 413 140 168 5 149 6729
Investment In joint ventures & associates 26 0 75 335
Unallocated assets 168 3
Total assets B747
Total capital expendriure 75 73 26 28 28 02 35 17 284
52 weeks ended 30 December 2005 North Far East South Middle Other Total
Amenca UK & Asia Australasia Amenca East EU Cthers  Operations
£m £m £m £m £m £m £m Em £Em

Revenue
Sales to external customers 226 6 1372 957 947 897 537 639 622 8237
less sales attnbutable to discontinued operations (53) 05 48 {9 2) 09 (13 6) (34 3)
Revenue from continuing operations 226 6 1319 95 2 947 849 44 5 630 48 6 789 4

Other segment information

Segment assets 1390 1880 19 126 3 442 132 150 4 138 676 8
Invastment In joint ventures & assoclates 135 01 73 209
Unallocated assets 118 5
Total assets 816 2
Total capital expenditure 61 13 013 25 25 02 22 06 257

Unallocated assets primanly comprise cash & short term deposits, iIncome tax receivable, deferred tax assets and retirement benefit plan surpluses as well
as those assets which are used for general head office purposes Unallocated liabilities primanly compnise interest beaning loans & borrowings, mcome tax
payable, deferred tax habilitres and retirement benefit plan deficits as well as liabilities relating to general head office activities The difference between
unallocated assets in the business and geographical segments arises as a result of different inter segment eliminations
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4. Revenues & expenses

The following disclosures are given in relation to continuing operations

2006 2005
£m £m
An analysis of the Group's revenue 1s as follows
Sales of goods 626 4 5219
Rendering of services 1835 1731
Revenue from construction contracts 1310 94 4
Revenue 2409 789 4
Finance income 53 20
Total revenue 946.2 791 4
No revenue was derived from exchanges of goods or services (2005 £nif)
2006 2005
£m fm
Operating profit 15 stated after charging (crediting)
Costs of mventories recogmised as an expense 6795 5707
Depreciation 17 6 155
Amiortsation (note 12) 25 14
Foreign exchange gains (net) (0 6)
Impairment of trade recervables (included within administrative expenses) 06 14
Included in restructunng costs {note 5)
Impairment of property, plant & equipment 14
impairment of nventones 19
The following disclosures are given in relation to total operations
2006 2005
£m £m
Auditors remuneration
The total fees payable by the Group to Ernst & Young LLP and their associates for work performed in respect of the audit and
other services provided to the Group and its subsidiary companies dunng the period are disclosed below
Fees payable to the Company's auditor for the audit of the Company's annual accounts 03 03
Fees payable to the Company's auditor and its associates for ather services
The audit of the Company's subsicianes pursuant to legislation [ X 06
Other services pursuant to legislation 01 01
Tax services 05
Fees payable in respect of the Group's pension plans
Audit 01 01
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4, Revenues & expenses (continued)

Research & development costs

Research & development costs consist of £6 1m (2005 £5 2m) charged directly to cost of sales in the income statement

Operating leases
Miramum lease payments under operating leases recognised as an expense in the year were £9 7m (2005 £8 5m)

2006 2005
£m £m

Employee benefits expense
Wages & salaries 2230 2085
Soaal secunty costs 285 259
Pension (iIncome) costs defined benefit ptans 49 46
Pension costs  defined contribution plans 7.0 62
Post retirement healthcare costs 02
Share based payments equity settled transactions 14 10
2550 246 0

The net pension income of £4 9m in 2006 in respect of defined benefit plans includes the £10 7m pension plan gain referred to i note 5

2005 2005
Number Number
The average monthly number of persons employed by the Company and its subsicianies 15 as follows
Engineering Products 5,473 5,231
Engineering Services 1,980 1,987
Defence, Nuclear & Gas 522 479
Techna 120
7,975 7,817
5. Exceptional items
2006 2005
£m £m
Recoghised in arrving at operating profit from contmuing operations
Prafit on sale of property 68
Pension plan gain 107
Restructuring costs (18) (247)
157 (24 7)

Profit on sale of property

A profit of £6 8m (2005 £nil) was made on the sale of the Group's former premises at Huddersfield which were vacated as part of the restructuning of the
UK Engineering Products businesses

Pension plan gain

The pension plan gain of £10 7m (2005 £nil), which represents a reduction in past service costs, arose on the implementation of amendments to the
defined benefit arrangements of the Group's mam UK defined benefit pension plan made with effect from November 2006 (see note 24)

Restructuring costs

Duning 2005 the Group icurred costs of £21 4m and imparment losses of £3 3m in connection with the previously announced fundamental restructunng
activities in the UK Engineening Products businesses Further costs of £1 Bm have been incurred in 2006 in connection with this restructuring

The restructunng costs arose from activities that are not cansidered to fall within the normal function based classifications adopted by the Group when
analysing results and, accordingly, they have been disclosed on a separate hine on the income statement
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6. Net finance costs

{a) Finance costs

2006 2005
£m £m
Interest payable on bank loans & overdrafts (98) {60)
Finance charges payable under finance leases on 1
Finance charges related to committed loan facilities (09 (0 5)
(10 8) (66
(b) Finance income
2006 2005
Em £m
Interest receivable on cash at bank 53 20
7. Tax expense
(a) Income tax expense
2006 2005
£m im
Consolidated income statement
Current Income tax
UK corporation tax continumng operations 42) 24
discontinued operations 01
Adjustments in respect of current income tax of previous years (0 5) 01
UK corporation tax 47 22
Foreign tax (23 5) (12 8)
Adjustments in respect of current income tax of previous years 02 0 4)
Total current income tax (28 0) (11
Deferred income tax
Ongination and reversal of temporary differences 77 31
Adjustment to estimated recoverable deferred tax assets 131 02
Total deferred tax * 54 (29)
Total income tax expense in the consclidated income staterment (22 6) (13 9)
* Includes £2 3m of deferred tax credit relating to foreign tax (2005 a credit of £0 2m)
The total Income tax expense s disclosed in the consolidated income statement as follows
Tax expense continuing operations before exceptional items (19.9) (138)
exceptional items (z27)
withmn profit from discontinued operations 01

"UK corporation tax" includes a £0 5m tax credit (2005 £ri) in respect of the exceptional restructunng costs of £1 8m (2005 £24 7m} and deferred
tax "origination and reversal of temporary differences” includes a £3 2m tax charge {2005 £nil) in respect of the exceptional pension plan gain of
£10 7m (2005 £nil)

Current tax for 2006 has been reduced by £1 9m (2005 £nil} due to the utilisation of deferred tax assets previously not recognised
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7. Tax expense (continued)

The total deferred tax included in the income tax expense Is as follows

2006 2005

£m £m
Post employment benefits (69) 33
Accelerated depreciation for tax purposes (¢ (05)
Tax losses 21 03
Other 103 086
Deferred income tax credit {charge) 54 29

“Other” Includes a £9 9m credit in respect of an adjustment to the estimated recoverable deferred tax assets of the US operations These deferred tax assets refate
to temporanly disallowed nventory/debtor prowvisions and accruals/provisions for liabilities where the tax allowance 15 deferred until the cash expense 1s incurred

(b) Tax relating to items charged or credited to equity

2006 2005
£m £m
Tax credit {charge} on actuanal loss {gain) on retirement benefits
Current tax on contnbutions in excess of costs through the income statement 01 07
Deferred tax on contributions in excess of costs through the income statement (05)
Deferred tax ongthation and reversal of temporary differences {10 2) (6 7)
(16 1) 5]
Deferred tax on hedge gains / losses (32) 31
Deferred tax on share based payments 03 07
Current tax on share based payments [HH
Current tax on exchange differences (0 2)
Tax charge In the statement of recognised income and expense (12 5) 29

(¢} Reconcihiation of the total tax charge

The tax expense in the consolidated income statement for the year is less than the weighted average of standard rates of corporation tax across the Group

of 31 0% (2005 31 2%) The differences are reconaled below

2006 2005
£m £m
Profit from continuing operations before taxation 1028 375
Profit from discontinued operations before taxation 14 24
Accounting profit before income tax 1042 399
At the weighted average of standard rates of corporation tax across the Group of 31 0% (2005 31 2%) 323 125
Adjustments in respect of prewious years current tax 03 03
deferred tax (L)) (04
Joint ventures and associates 32 (23)
Unrecognised deferred tax assets {13 1) 68
Overseas tax on unremtted earnings 76
Permanent differences 11 7
Gains exempt from tax (10) (13
At effective tax rate of 21 7% (2005 34 9%) 226 139
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8 Discontinued operations

On 8 july 2005, the Group disposed of the desalination and water treatment businesses of its Techna division (Werr Westgarth, Weir Entropie and Warr
Envig) for a total cash consideration of £27 7m and on 1 June 2005 the Group disposed of Weir Flowguard for a total cash consideration of £2 9m
Provisions amounting to £6 1m were made for potential warranty and indemmity claims and allowance was made for disposal costs amounting to £1 9m
The results of these companies are included in the consohidated income statement as discontinued operations Losses recognised in 2005 in respect of
prier years’ disposals related to warranty and indemnity claims where the hikelthood of payment had become probable based on events which occurred
during that year

The revenue, results, cash flows, segment and earmings per share information relating to discontinued operations 1s as foflows

2006 2005
£m £m
Sale of goods 17
Rendenng of services 05
Revenue from construction contracts 321
Revenue 343
Cost of sales G314
Other operating income 03
Seling & distnbution costs (14)
Adminstrative expenses (25)
Share of results of joint venture [0Irp)]
Loss before net finance costs and tax (14
Ftnance costs 0 1)
Loss before tax {5
Income tax {0 1)
Loss after tax (186)
Net gain on current year disposals 92
Profits (losses) recognised in respect of pnior years' disposals 14 (5 3)
Praofit for the period from discontinued operations 14 23
The £1 4m profit in 2006 anses from the negotiated settlement of a claim in connection with a prior year disposal (see note 22)
Loss before net finance costs and tax s stated after charging {crediting}
Costs of inventones recogrised as an expense 34
Depreciation and amortisation 02
The income tax 1s analysed as follows
Cn loss before tax (01)
Cash inflow (outflow) from cperating activities (38
Investing activities {18) 143
financing actvities (25)
Inter segment sales 15
Capital expenditure 02
Earnings per share from discontinued operations
2006 2005
pence pence
Basic o7p 11p
Diluted 0.7p 11p

These earnings per share figures were denved by dvding the net profit attributable to equity holders of the Company from discontinued operations of
£1 4m (2005 £2 3m) by the weighted average number of ordinary shares for both basic and diluted amounts shown In note 9
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8. Discontinued operations (continued)

The major classes of assets and habiliies disposed of were

2006 2005

£m £m

Property, plant & equipment 07
Goodwill 52
Other intangible assets 03
inventories 07
Trade & other recewvables 91
Construction contract assets 50
Cash & cash equwalents 141
Trade & other payables (123}
Construction contract habihties (90)
Provisions (0 6}
Income tax payable (G}
131

9., Earnings per share

Basic earnings per share amounts are calculated by dviding net profit for the year attributable to ordinary equity holders of the Company by the weighted

average number of ordinary shares outstanding dunng the year

Diluted earmings per share amounts are calculated by dmding the net profit attnbutable to ordinary equity holders of the Company by the weighted

average number of ordinary shares outstanding during the year (adjusted for the effects of dilutive options and L TIP awards)

The following reflects the profit and share data used in the calculation of earnings per share

2006 2005
£m £m
Basic earmings per share
Profit attnbutable to equity holders of the Company
Total operations 816 259
Continuing * 802 236
Continuing (pre exceptional items) * 672 483
Waighted average share capital (number of shares, million) 207 1 2061
Dhluted earrungs per share
Profit attributable to equity holders of the Company
Total operations 816 259
Continuing * 80 2 23 6
Continuing (pre exceptional items) * 672 483
Weighted average share capital (number of shares, milhion) 2101 2077

* adjusted for £ril (2005 £0 Tm) attnbutable to minonty nterests
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9. Earnings per share (continued)

The drfference between the weighted average share capital for the purposes of the basic and the difuted earrungs per share calculations 1s analysed as follows

2006 2005

Shares Shares

Million Milhon

Weighted average number of ordinary shares for basic earnings per share 2071 2061
Effect of dilubon share options 1.0 14
L TIP awards 20 02

Adjusted weighted average number of ordinary shares for diluted earmings per share 210 1 2077

The profit attnbutable to equity holders of the Company used in the calculation of both basic and diluted earmings per share on continuing operations

pre-exceptional itemns 1s calculated as follows

2006 2005
£m Em
Net profit attnbutable to ordinary shareholders from continuing operations 802 236
Exceptional tems net of tax (2005 no tax benefit was recognised) (13 0) 247
Net profit attnbutable to ordinary shareholders from continuing operations before exceptional items 67 2 48 3
There have been 80,367 (2005 320,230) share options exercised between the reporting date and the date of signing of these finanaal statements
10, Dividends paid and proposed
2005 2005
£m £m
Declared & paid dunng the pencd
Equity dwidends on ordinary shares
Final dwvidend for 2005 9 65p (2004 9 35p) 199 193
intenim dividend for 2006 3 75p (2005 3 55p) 7.8 73
277 266
Proposed for approval by shareholders at the AGM
Final dividend for 2006 10 75p (2005 9 65p) 223 199

The proposed dividend 1s based en the number of shares in 1ssue, excluding treasury shares held, at the date the financial statements were approved and
authonsed for 1ssue The final dividend may differ due to increases or decreases in the number of shares m 1ssue between the date of approval of the report

and financial statements and the record date for the final dvidend
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11 Property, plant & equipment

Land & bulldings  Plant & equly Total
£m £m £m

Cost
Ar 31 December 2004 634 1580 2214
Additions 12 200 212
Acquisiion of subsidhary 06 33 41
Disposals 09 (27) 36)
Discantinued operaticns (25) (25)
Exchange adjustment 31 123 154
At 30 December 2005 67 4 1886 256 0
Additions 36 224 260
Dusposals (2 4) (16 3) (87)
Exchange adjustment (40) {12 8) (16 8)
At 29 Decemnber 2006 646 1819 246 &
Accumulated depreciation & impairrment
At 37 December 2004 209 94 4 1153
Depreciation charge for the period 18 139 157
Impairment 14 14
Disposals {03) 22 25
Disconttnued operations (18} (18)
Exchange adjustment 11 76 87
At 30 December 2005 235 1133 1368
Depreciation charge for the penod 16 160 176
Disposals 04 {15 2) (156)
Exchange adjustment 15 (7 4) 89
At 29 December 2006 232 106 7 1299
Net book value at 31 December 2004 425 636 106 1
Net book value at 30 December 2005 439 753 1192
Net book value at 29 December 2006 414 752 116 6

The carrying value of buildings held under finance leases 15 £1 6m {2005 £1 7m) The carrying value of plant and equipment held under finance leases
13 £mil (2005 £0 2m) Leased assets are pledged as secunity for the related finance lease habiities The carrying amount of assets under construction
included in plant & equipment 1s £1 5m (2005 £2 2m) The amount of compensation received from third parties for items of property, plant and

equrpment that were impaired or lost included in the income statement 1s £2 tm (2005 £1 Om}
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Notes to the Group Financial Statements (continued)

12. Intanglble assets

Customer Purchased Favourable
Goodwlll Brand name relationships software lease Total
£m £m £m £m £m £m

Cost
At 31 December 2004 110 93 1203
Additions 47 47
Acquisition of subsiciary 491 47 151 01 06 69 6
Discontinued operations {(52) (05) 57
Exchange adjustment 53 01 06 60
At 30 December 2005 160 2 47 152 14 2 06 194 9
Additions 08 16 24
Disposals 1) on
Exchange adjustment (7 1) (01) (04) (0 2) (7 8)
At 29 December 2006 1539 46 148 155 06 1894
Accumulated amortisation & impairment
At 31 December 2004 56 56
Amortisation charge for the period 02 12 14
Discontinued operations 02) (0 2)
Exchange adjustment 06 06
At 30 December 2005 02 72 74
Amortisation charge for the period 06 18 01 25
Disposals mn [ORD]
Exchange adjustment (0 5) (0 5)
At 29 December 2006 08 84 01 93
Net book value at 31 December 2004 1110 37 1147
Net book value at 30 December 2005 160 2 47 150 70 06 187 5
Net book value at 29 December 2006 1539 4.6 140 71 05 180 1

The brand name, Gabbioneta, has been in existence smce 1897 when the company was founded Given the longevity of the name and its strength
in the ol and gas markets, it has been assigned an indefinte useful life, and as such 15 not amortised The carrying value was tested for impairment at
29 December 2006 The customer relationships were acquired as part of the Company's acquisition of Pompe Gabbioneta SpA in 2005 (see note 13)
The remaining amortisation period of these assets as at 29 December 2006 is 24 years The carrying value of purchased software held under finance
leases 1s £0 4m (2005 £0 3m) The amorusation charge for the penod 15 included in the income statement as follows

2006 2005

£m £m

Cost of sales 04 03
Selling & distnbution costs 01 01
Administrative expenses 20 10
25 14
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13. Business combinations

On 16 February 2006, the Group acquired the business and certain trading assets of Loftyman Engineenng Limited, a company registered in Hong Kong
The amount payable for the goodwall asscciated with the business was £0 8m and a total of £0 4m was payable for the trading assets

Cn 30 September 2005, the Company acquired 100% of the share capital of Pompe Gabbioneta SpA, an unlisted company based in Milan, Italy
specialising in the manufacture and sale of petrochemical pumps The total cash consideration was £69 Zm The acquisition was accounted for on a

provistonal basis in last year's accounts as the final determination of fair values had sbill to be completed The provisional fair values of the identifiable
assets and habilimes at the date of acquisition, which were not changed following therr final determination in 2006, were

2005 2005
Reccgnised Carrying
on vaulSItiOn values
£fm £m
Property, plant & equipment 41 41
Intangible assets 205 01
Inventories 58 58
Trade & other receivables 78 78
Cash & cash equivalents (0 3} (03)
Interest bearing loans & borrowings ©3) (03}
Trade & other payables 79 79
Forward foreign currency contracts 02 {0 2)
Provisions 54 {54)
Income tax 04 (0 4)
Deferred tax (3 6) 40
Farr value of net assets 201 73
Goodwill ansing on acguisition 49 1
Total consideration 69 2
Consideration 681
Costs associated with the acquisition 11
Total consideration 69 2
The cash outflow on acquisition was as follows
Cash & cash equivalents acquired 03
Cash paid 68 8
Net cash outflow 691

From the date of the acquisition, Pompe Gabbioneta now called Weir Gabbroneta contributed £400,000 to the 2005 profit from contibuing operations
of the Group The directors consider that it 1s impractical to disclose the combined revenue and profit of the Group, assurming that Weir Gabbioneta had

been acquired at the start of 2005, due to the fact that therr financial statements were previously prepared under local GAAP accounting policies
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Notes to the Group Financial Statements (contnued)

14, Impairment testing of goodwill and intangible assets with Indefinite lives

Goodwili acquired through business combinations and intangible assets with indefinite lives have been allocated at acquisition to the cash generating
units (CGUs} that are expected to benefit from that business combination The carrying amount of goodwill has been allocated as per the table below
The amount allocated to "Other" 15 not considered significant in companson to the total carrying amount of goodwill

2006 2005

£m £m

Warman companies B85 939
Weir Gabbioneta 48 2 49 5
Other 172 168
1539 160 2

The Warman companies were acquired in 1999 and form part of the Group's Engineering Products Business Segment Weir Gabbioneta, which also forms
part of the Group's Engineering Products Business Segment, relates to the acquisition of Pompe Gabbioneta SpA in 2005

The carrying amount of intangible assets with indefinite lives has been allocated as follows

2006 2005
£m £m
Weir Gabbioneta brand name 46 47

The reduction of £0 1m i the carrying value of the brand name results from exchange movements

The Group tests goodwill and intangible assets with indefinite hves annually for impairment, or more frequently if there are indications that these meght
be impaired

The recoverable amounts of the CGUs are determined from value in use calculations using cash flow forecasts based on the latest strategic five year plan
projections approved by the Board These projections are based on histoncal performance and the most recent financial forecasts avallable The main
assumptions used in the value in use calculations relate to selling price, sales volurne and cost increases The strategic five year plans of each CGU
incorporate third party demand projections for the specific market segments which they serve These market demand projections contan both volume
and pricing assumptions but generaltly the pnaing assumption assumes growth tn hine with inflation  Beyond sales volume effects, operating cost increases
are projected i hne with long run inflation expectations for the relevant terntory that the CGU operates in

Cash flows beyond the penod of the projections are extrapolated based on expected growth rates for the geographical area The growth rates do not
exceed the average long term growth rates for these areas A weighted average growth rate of 2 9% (2005 2 9%) was used for the Warman companies,

2 0% (2005 2 09%) for Weir Gabbioneta and 2 6% (2005 2 6%) for other The discount rates apphed to the cash flow forecasts are based on the weighted
average, nominal, nsk adjusted pre tax cost of capital in the various geographical regions The weighted average discount rates used were 14 B% (2005

14 3%) for the Warman companies, 13 6% (2005 14 0%) for Wetr Gabbioneta and 13 5% (2005 13 8%) for other

In assessing the value in use of the CGUs, management have considered the potential impact of reasonably possible changes in the main assumptions
used and believe that there are no such changes that would cause the carrying value of the units to exceed their recoverable amounts

66 The Weir Group PLC Annual Report 2006




15, Investments in joint ventures & associates

Joint
ventures Associates Total
£fm £m £fm
At 31 December 2004 14 43 57
Additions 52 52
Share of results 17 75 92
Share of dividends ©9) (37 (40}
Share of actuanal gain on defined benefit plans 48 48
At 30 December 2005 74 135 209
Share of results 24 g1 105
Share of dividends 135 35
Share of actuanal gain on defined benefit plans 44 4 4
Exchange adjustment 0 8) (0 B)
At 29 December 2006 75 260 335
Details of the Group's share of the balance sheets, revenue and profits of its joint ventures and associates are given below
2006 2005
£m £m
Share of jeint ventures' balance sheets
Goodwill 27 31
Current assets 70 63
Nan current assets 14 17
Current habilities 32 (33)
Naon current habilies (04) (0 4)
Net assets 75 74
Share of jomnt ventures' revenue and profit
Revenue 21 86
Cost of sales (8 4) (6 3)
Seliing & distribution costs {0 5) 0 2)
Administrative expenses 0 4) (0 2}
Income tax expense (0.4) (0 2)
Profit after tax 24 17
Carrying value of investments in joint ventures 75 74
Share of associate’s balance sheet
Current assets 302 229
MNon current assets 418 44 3
Current habilities (40 3) (27 7)
Non current liabilities 67) (26 0)
Net assets 260 135
Share of associate’s revenue and profit
Revenue 1111 1152
Profit after tax 81 75
Carrying value of investments In associates 269 135
Total carrying value of iInvestments in joint ventures & associates 335 209

The Group’s significant investments i Joint ventures and associates are listed on page 97
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Notes to the Group Financial Statements (contnued)

16. Inventorles

2006 2005

£m £m

Raw matenals 303 270
Work 1In progress 416 427
Fimished goods 490 531
1209 122 8

The carrying amount of inventory at far value less costs to sell 1s £36 6m (2005 £29 3m) Wnite downs of inventory occur regularly in the general course
of business and the amounts are considered to be insigrificant These are included in cost of sales in the income statement

17. Trade & other recelvables

2006 2005
£m £m
Trade recewvables 168 9 188 3
Other debtors 179 87
Sales tax receivable 57 30
Accrued income 42 06
Amounts owed by joint ventures & associates 02 186
Prepayments 69 51
2038 207 3

18. Construction contracts
2006 2005
£m £m
Gross amount due from customers for contract work (included i current assets) 349 282
Gross amount due to custormers for contract work (included in current habiities) 463 392

For contracts in progress at the balance sheet date, the amount of contract costs incurred plus recognised profits less recogrised losses to date was
£238 6m (2005 £174 5m) The amount of retentions held by customers for contract work amounted to £0 1m (2005 £0 2m) and the amount of
advances received from customers for contract work amounted to £44 3m (2005 £30 6m)

19 Cash & short term deposits

2006 2005

£m £m

Cash at bank & in hand 436 44 1
Short term deposits 1027 655
146 3 1096

For the purposes of the consolidated cash flow statement, cash and cash equivalents compnises the following

Cash & short term deposits 146 3 109 6
Bank overdrafts (note 20) (7 2) (5 6)
1391 1040

Cash at bank & n hand eams interest at floating rates based on daly bank deposit rates Short term deposits are made for varying periods of between
one day and three months depending on the immediate cash requirements of the Group and earn interest at the respective short term deposit rates
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20. Interest bearing loans & borrowings

2006 2005
£m {£m
Current
Bank overdrafts 72 56
Short term debt 48
Bank loans 01 01
Obligations under finance leases {note 27) 02 04
7.5 109
Non current
Bank loans 1453 174 3
Obligations under finance leases (note 27) 06 08
1459 1751
Bank loans comprise the following
C$180 Om vanable rate loan 2009 897
C3%45 Om vanable rate loans 2009 767
A%138 Bm vanable rate loan 2009 559 689
A%$31 2m vanable rate loan 2009 125 155
Euro 5 4% fixed rate loan 2009 03 03
145 4 174 4
Less current instalments due on bank loans (01) 1)
145 3 1743

The A% vanable rate foans are borrowings under the Group's £300 Om five year syndicated multi currency revolving credit facility which was entered into
in july 2004 The A$138 8m loan bears interest at rates based on the bank bill swap rate (BBSY} plus a margin of 0 45% The A$31 2m loan bears interest
at rates based on Austraban dollar LIBOR plus a margin of 0 45% The C3$180 Om loan, which was also part of the £300 O facility, was repaid during the
year and was replaced by four C$45 Om loans all of which are held under separate credit facilties These loans bear interest at rates based on the Canadran

dollar LIBOR plus margins of 0 45% or 0 5%

As at 29 December 2006, the undrawn commutted faciliies amounted to £231 6m (2005 £125 3m) on the £300 Om five year multi currency revolving

credit facility and C$5 Om (2005 C3nil) on the Canadian dollar credit facilities

The Euro loan 15 fixed at 5 4% and 15 repayable in quarterly instalments The loan 1s secured over certain of the Group's local assets

Fair values

Set out below 15 a comparison by category of carrying amounts and fair values of all of the Group's financial instruments that are carried in the

financial statements

Carrying Falr Carrying Fair
amount value amount value
2006 2006 2005 2005
£m £m £m £m
Financial assets
Cash and short term deposits 146.3 146 3 109 6 109 6
Forward currency contracts 114 114 27 27
Financial liabilities
Bank overdrafts & short term debt (72) (72) {10 4) (10 4)
Interest bearing loans & borrowings
Obligations under finance leases (0 8) (0 B) (12) (12)
Floating rate borrowings (145 1) (145 1) (174 1) (174 1)
Fixed rate borrowings (0.3) {03) (0 3) 03
Forward currency contracts (4.8) (4 8) (77) 779

The fair value of forward currency contracts 1s calculated by reference to current forward exchange rates for contracts with sim#ar matunty profiles The
fair value of all other items has been calculated by discounting the expected future cash flows at prevailing interest rates The carrying amount of the other
financial instruments of the Group, e short term trade receivables and payables that are not included in the above table, 15 a reasonable approximation
of fair value The carrytng amount recorded In the balance sheet of each financiat asset, including denvative financial instruments, represents the Group's

maximum exposure to credit risk
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Notes to the Group Financial Statements (continued)

20. iInterest bearing loans & borrowings (continued)

Interest rate risk
The following tables set out the carrying amount, by matunty, of the Group's financial instruments that are exposed to mterest rate risk

52 weeks ended 29 December 2006 Within More than

1 year 1 2 years 2 3 years 34 years  4-5 years 5 years Total

£m £m £m £m £m £m £m

Fixed rate
Obligations under finance leases 02) ©2) 01 on {01 (OB D] (0 8)
Bank loans (01) (0 2) (0 3)
Floating rate
Cash & short term deposits 146 3 146 3
Bank overdrafts & short term debt (7.2) (72)
Bank loans (145 1) (145 1)
52 weeks ended 30 December 2005 within More than

1 year 1 2 years 2 3 years 3 4 years 4 5 years 5 years Total

£m £m £m £m £m £m £m

Fixed rate
Obligations under finance leases 04 (03) ©2) 0N 01 ©1) (12)
Bank loans ©wn 1) 01 (0 3)
Floating rate
Cash & short term deposits 109 6 109 6
Bank overdrafts & short term debt (10 4) (10 4)
Bank loans {174 1) (174 1)

Interest on financal instruments classified as fixed rate 15 fixed until the matunty of the instrument Interest on financial Instruments classified as floating
rate is repnced at intervals of less than one year The other financial mstruments of the Group that are not included in the above tables are non nterest
beanng and are therefore not subject to interest rate risk

21. Trade & other payables

2006 2005

£m £m

Trade payables 128 4 1055
Other creditors 85 84
Other taxes & social secunity costs 13 104
Accruals 48 0 47 8
Amounts owed to Joint ventures & associates 03
Deferred income 16 2 64
2124 178 8
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22. Provisions

Discontinued

operatlons
Onerous sales  warranty and Deferred

Warrantles contracts ind ity Rationalisation ideration Other Total

£m £m £m £m £m £m £m

At 30 December 2005 124 23 97 58 09 %6 407

Additions 80 14 38 39 26 197

Utilised (40) (1% 21) (5 8) (UR%)] (7 (16 4)
Unused {12) (0 4) 04) (2 Q) |
Exchange adjustment (0 4) whH (OB (0 5) (1) I

At 29 December 2006 148 13 114 34 100 409

Current 2006 110 13 73 28 49 273
Non current 2006 38 41 06 5t 136 |

14 8 13 14 34 100 409

Current 2005 84 23 64 45 09 36 261

Non current 2005 40 33 13 60 146

124 23 97 58 09 96 407
[

Warranties

Provision has been made n respect of actual warranty and contract penalty claims on goods sold and services provided and allowance has been made
for potential warranty claims based on past expenence for goods and services sold with a warranty guarantee It s expected that all costs related to such
claims will have been mncurred within five years of the balance sheet date

Onerous sales contracts

Provision has been made i respect of sales contracts entered into for the sale of goods m the normal course of business where the unavoidable costs of
meeting the obligations under the contracts exceeds the economic benefits expected to be receved from the contracts Provision 1s made immediately
when 1t becomes apparent that expected costs will exceed the expected benefits of the contract It s expected that the costs will be incurred within
one year of the balance sheet date

Discontinued operations warranty and indemnity

During 2005, the Company provided 1n full for residual habilities of discontinued operations for which the Company retains responsibiity £2 Tm of these
previsions were utihsed duning 2006

Following the completion of the negotiation of a claim settlement, provisions have been increased by £3 8m A recently agreed associated insurance recovery
of £5 2m has been included within other debtors The overall effect of the negotiations has been the recognition of a £1 4m credit in the incomie statement

The provision as at 29 Pecember 2006 15 based on management's current best esttmate of the remaining babilities The actual outcome may differ, and tn
some cases, this will be dependent on the cutcome of legal proceedings It 1s expected that the majority of these costs will be incurred within one year of
the balance sheet date with the remaming costs expected to be incurred wathin five years of the balance sheet date

Rationalisation

Rationalisation provisions relate pnmarily to costs asseciated with the closure of United States Services Centres and the restructuring activiiies of the UK
Engineenng Services businesses It s expected that the majority of the provision will be utilised in 2007 with rematming lease obligations costs being
ncurred in the period up to 2010

Other

Other provisions relate principally to an environmental clean up programme n the United States, for a company acquired in 1992, and employment
related provisions in the UK, Australia, South America and Europe The envirenmental provision is based on management's current best esumate of the
expected costs under the programme it 1s expected that these costs will be incurred in the period up to 2019 The employment related provisions anse
from legal obhgatrons 1n varnous countries where full provision 1s made based on the number of employees in the comparues
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Notes to the Group Financial Statements (contnue)

23. Deferred tax

2006 2005
£m £m

Consolidated balance sheet
Deferred income tax assets
Post employment benefits 35 193
Decelerated depreciation for tax purposes 0.3 02
Tax losses 26 06
US deferred interest deductions 32
US untaxed reserves 68
Other untaxed reserves 77 15
Offset against habilines (48) (42)
Gross deferred income tax assets 193 17 4
Deferred income tax habilities
Post employment benefits an
Accelerated depreciation for tax purposes 27 (a7n
Overseas tax on unremitted earnings (7 6)
Other temporary differences (67) (6 4)
Offset against assets 48 42
Gross deferred income tax llabilities (13 9) 39
Net deferred income tax asset 54 135

“Untaxed reserves” primarly relate to temporarly disallowed nventory/debtor provisions and accruals/provisions for liabilities where the tax allowance
1s deferred until the cash expense is incurred

Based on the Group's profit projections, It 1s now probable that future taxable profits in the US operations will allow the US deferred tax assets to be
recovered These deferred tax assets, previously unrecogmsed, are now included mn the balance sheet as at 29 December 2006 at a value of £10 8m which
relates to £2 3m of tax losses, £3 2m of deferred interest deductions, £6 8m of untaxed reserves and an offsetting £1 5m of accelerated depreciation for
tax purposes The improvement ih the trading results of the French operatiens together with improved profit projections for future penods results i an
increase of £1 2m to the estimated recoverable amounts of previously unrecogrised tax losses, of which £0 8m has been utifised to reduce 2006 current
tax The realisation of a capital gain on the sale of the premises at Huddersfield results i the recognition of £1 1m of previously unrecognised deferred
tax asset balances in respect of capital losses, of which £1 1m has been utilised to reduce 2006 current tax

Deferred tax asset balances for unused tax losses of £9 5m (2005 £9 8m) and deductible temporary differences of £2 4m (2005 £14 2m) have not been
recognised on the grounds that there 1s msufficient evidence that these assets will be recoverable These assets will be recovered when future tax charges
are sufficient to absorb these tax benefits Deferred tax asset balances for capital losses in the UK amounting to £17 6m (2005 £18 9m) have not been
recogmised but would be available in the event of future caprtal gains being incurred by the Group

Temporary differences associated with Group investments

The Group has determined that the unremitted eamings of certain subsidianies will be distnbuted in the foreseeable future and accordingly, a deferred tax
habulity of £7 6m has been recognised in respect of taxes ansing from such a distribution As at 29 Decernber 2006, this is the only recognised deferred
tax hability in respect of taxes on unremitted earnings as the Group does not foresee a distribution of unremitted earmings from other subsidianes, jomnt
ventures or associates which would result in a reversal of deferred tax

The temporary differences associated with investments in subsidiaries, joint ventures and associates, for which a deferred tax hability has not been
recognised aggregate to £211 3m (2005 £274 2m)

There are no INcome tax consequences attaching to the payment of dividends by the Group to its shareholders
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24 Pensions and other post employment henefit plans

The Group has six defined benefit pension plans in the UK and North Amernica, ali of which, with the exception of the main UK plan, are final salary
pension plans With effect from 23 November 2006, contribution salary in respect of the Group’s main UK plan will increase m line with RPI up to a maximum
of $% per annum The most significant of the defined benefit plans are the two UK plans and the Canadian plan All defined benefit plans are closed to
new members For these closed plans, the current service cost Is expected to increase under the projected unit method as the members of the plan approach
retrement The Group also provides certain additional post retirement healthcare benefits to senior employees in the United States These benefits are unfunded

The assets and habilities of the plans are

52 weeks ended 29 December 2006

North Post
UK American retirement
penslons pensions healtheare Total
£m £m £m £m
Plans in surplus at 29 December 2006 59 19 78
Plans in deficit at 29 December 2006 (34) (34) 49 (11 7)
25 15 {49 {39)
Plan assets at far value
Equities 3967 260 422.7
Bands 188 ¢ 216 209 6
Other o9 09
Fair value of plan assets 5847 48 5 633 2
Present value of plan habilities (582 2) {50 0) (49) (637 1)
Net pension asset (hability) 25 (15) 49 (39)
52 weeks ended 30 December 2005
North Post
UK Arnencan retirement
pensians pensions heaithcare Total
£m £Em £m £m
Plans in surplus at 30 December 2005
Plans in deficit at 30 December 2005 (48 5) {7 Q) {61) (61 6)
{48 5) (7 0) {6 1) (61 6)
Plan assets at fair value
Equities 817 261 407 8
Bonds 166 3 231 189 4
Other 09 09
Fair value of plan assets 5480 501 5981
Present value of plan habilities (596 5) (57 1) (61) (659 7)
Net pension labihty (48 5) (7 0) 6 1) (61 6)

The pension plans have not invested in any of the Group's own financial instruments nor tn properties or other assets used by the Group
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Notes to the Group Financial Statements (contnuedq)

24 Pensions and other post employment benefit plans (continued)

The amounts recognised in the Group income statement and in the Group statement of recognised income & expense for the year are analysed as follows

52 weeks ended 29 December 2006

North Past
UK American retirement
pensions penslons healthcare Total
£m £m £m £m
Recognised in the Income statement
Current service cost 45 13 58
Negative past service cost (10.7) (107
(62) 13 49
Expected return on plan assets (33 2) (30) (36 2)
Interest cost on plan habiities 282 28 03 313
Other finance (INcome} cost {50) {02) 03 49

Curtailment gatns of £ml (2005 £0 9m} and £nil (2005 £0 7m) were included in the income statement as part of exceptional items and profit from
discontinued operations respectively

Taken to the statement of recognised income & expense

Actual return on plan assets 453 49 502
Less expected return on plan assets (332) 30) (36 2)

121 19 140
Other actuanal gains 169 18 03 19 ¢
Actuanal gains recogrised in the staternent of recognised income & expense 290 37 03 330

52 weeks ended 30 December 2005

North Post
UK American retirement
pensions pensicns healthcare Tatal
£m £m £m £m
Recognised in the income statement
Current service cost 52 10 62
Past service cost 18 0 2) 16
Curtarment gans and losses 34 (34)
36 10 (©2) 44
Expected return on plan assets (29 6) (2 5) 32 1)
Interest cost on plan lhabilities 286 27 03 316
Other finance (Income) cost (1 0) 02 03 (0 5)
Taken to the statement of recognised income & expense
Actual return on plan assets 898 54 952
Less expected return on plan assets (29 6) 25 (321)
60 2 29 631
Other actuanal gams and {losses) {36 0) (52) 02 41 0)
Actuarial gans and {losses) recognised in the statement of recognised iIncome & expense 242 {23) 02 221
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24 Pensions and other post employment benefit plans (continued)

Pension contributions are determined with the advice of independent qualified actuanes on the basis of annual valuations using the projected unit method
Plan assets are stated at their market values at the respective balance sheet dates and overall expected rates of return are established by applying published

brokers forecasts to each category of plan assets and allowing for plan expenses

UK pensions North America pensions Post retirement healthcare
2006 2005 2006 2005 2006 2005
% % % % % %
Main assumptions
Rate of salary increase kR 39 31 32 nfa nia
Rate of ncrease in pensions in payment
Pre 6 Apnl 2006 28 28 nfa n/a n/a n/a
Post 6 Apnl 2006 25 28 nfa n/a n/a nfa
Discount rate 52 48 54 51 58 55
Expected rates of return on plan assets
Equities 77 71 74 78 n/a n/a
Bonds 45 39 42 46 n/a nfa
Other nfa nfa 30 34 nfa nfa
fnflatien assumptien 31 28 23 23 25 25
Rate of increase in healthcare costs n/a nja nfa nfa * *
* @ 5% per annum decreasing to 5% per annum and remaining stat:c at that level from 2010 onwards
2006 2008 2006 2005 2006 2005
Years Years Years Years. Years Years
Post retirement mortality
Current pensioners at 65 male 181 181 175 175 181 181
Current pensioners at 65 femnale 209 209 213 213 20.5 205
Future pensioners at 65 male 196 196 238 178 181 181
Future pensioners at 65 female 223 223 277 217 205 205
The post retirement mortality assumptions allow for expected increases in longevity The “current” disclosures above relate to assumpttons based on
longevity (in years) following reurement at the balance sheet date, with "future” being that relating to an employee retining n 2035
A one percentage point change in the assumed rate of increase 1n healthcare costs would have the following effects
Increase Decrease Increase Decrease
2006 2006 2005 2005
Em £m £m £m
Effect on defined benefit obligation 04 (0 3) 06 (0 5)

The Weir Group PLC Annual Report 2006 75



Notes to the Group Financial Statements (contnued)

24. Pensions and other post employment benefit plans (continued)

Changes in the present value of the defined benefit obligations are analysed as follows

North Post
UK American retirement

pensions pensi healthcare Total

£m £m £m £Em

As at 31 December 2004 548 2 432 59 5973
Current service cost 52 10 62
Past service cost 18 (0 2) 16
interest cost 286 27 03 s
Benefits paid (22 6) (2 3) (0 3) 25 2)
Contributions by employees 27 05 32
Curtadment gatns and losses 34 (34)
Actuarral gans and losses 360 52 0 2) 410
Exchange adjustment 68 06 74
As at 30 December 2005 5965 571 61 6597
Current service cost 45 13 58
Negative past service cost (107) (10 7)
Interest cost 28 2 28 03 313
Benefits paid (21 9) 32 (0 4) (25 5)
Contnibutions by employees 25 06 31
Actuanal gains and losses (16 9) {18) 03 (190
Exchange adjustment (6 8) {0 8) (7 6)
As at 29 December 2006 5822 500 49 6371

The defined benefit obligation compnses £5 9m (2005 £7 2Zm) ansing from unfunded plans and £631 2m (2005 £652 5m) from plans that are wholly or
partially funded

Changes mn the fair value of plan assets are analysed as follows

North Post
UK American retirement
pensions pensions healthcare Total
£m £m £m £m
As at 31 December 2004 463 5 385 5020
Expected return on plan assets 296 25 2
Employer contrnbutions 146 20 03 169
Contnbutions by employees 27 05 32
Benefits paid (22 6) 23 (03 (25 2)
Actuarial gains and losses 60 2 29 631
Exchange adjustment 60 60
As at 30 Decemnber 2005 5480 501 5981
Expected return on plan assets 332 30 362
Employer contnbutions 108 25 04 137
Contnbutions by employees 25 06 31
Benefits paid 219) (32) 04 (25 5)
Actuanal gains and losses 121 19 140
Exchange adjustment (6 4) (6 4)
As at 29 December 2006 5847 48 5 633 2

The Group made contributions of £7 Om in 2006 (2005 £10 0m} in addition to the employers’ regular contnbutions
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24, Pensions and other post employment benefit plans (continued)

History of experience gains and losses

2006 2005 2004 2003
£m £m £m £m

UK pensions
Fair value of plan assets 584.7 5480 463 5 4198
Present value of defined benefit obligations (582 2) (596 5) {548 2) (511 3}
Surplus {deficit} in the plans 25 (48 5) (84 7) (91 5)
Expenence adjustments anising on plan liabihties (0 4) 11 05
Changes in finanoial assumptions undertying plan habibities 173 (371) (199
Experience adjustments ansing on plan assets 121 60 2 14 6
North America pensions
Fair value of plan assets 48 5 501 385 325
Present value of defined benefit cbligations (50 0) (57 1) (43 2) (40 4)
Defiat in the plans (15) 70 {47) 79D
Experience adjustments ansing on ptan habiities (01 04 05
Changes in financial assumptrons underlying plan habilities 1.9 [CX-)] 21}
Experience adjustments ansing on plan assets 19 29 23
Paost retirement healthcare
Present value of defined benefit obligations (49) 61) (59) (7 0y
Experence adjustments arising on plan habilibes 0 (09)
Changes In financial assumptions underlying plan habilies 03 01 17

The cumulative amount of actuanal gains and losses recognised in the Group statement of recogrised income and expense since 28 December 2003 15 a
gamn of £51 7m (2005 a gan of £18 7m)

The directors are unable to determine how much of the pension plan deficits are attnbutable to actuanal gains and losses stnce incephion of those pension

plans Consequently, the directors are unable to determine the amount of actuanal gams and losses that would have been recogrised on an IFRS basis n
the Group statements of recognised income and expense before 27 December 2003

25 Share capital & reserves

2006 2005
Number Number
S$hares allotted Milifon Million
Authorlsed share capltal
Ordinary shares of 12 5p each 288.0 288 0
The Company has one class of ordinary share which cames no nights to fixed income
1ssued & fully pald share capital
At beginning of penod 2097 2071
Issued dunng the year for cash on exercise of share options 13 26
At end of peniod 2110 2097
2006 2005
Shares allotted £m £m
Aggregate norminal value of share options exercised 02 03
Share premium 29 60
Consideration receved on exercise of share options 31 63
Treasury shares
At beginning of penod 33
Purchased during the year 33
At end of penod 33 33
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Notes to the Group Financial Statements (continued)

25. Share capital & reserves (continued)

Reconcliation of movements in equity

Minority Total
Attributable to equity hoiders of the Company Interest equlty
Share Share Treasury
capital premlum shares Reserves Total
£Em £tn £m £m £m £m £m
At 31 December 2004 259 265 2124 2648 06 265 4
Adjustments relating to adoption of
1A5 32 and IAS 39 from 1 January 2005 24 24 24
At 1 January 2005 259 265 214 8 267 2 06 267 8
Total recegnised income & expense for the penod 534 534 LR 335
Cost of share based payments 10 10 10
Dividends (26 6) (26 6) (26 6)
Exercise of options 03 60 63 63
Purchase of treasury shares (10 6) (10 6) (10 6)
Transaction costs ) {G1) [ D]
Acquisttion of minenty interest (0 3) 03
At 30 December 2005 262 325 (107} 242 6 2906 04 2910
Total recognised income & expense for the penod 1041 1041 1041
Cost of share based payments 14 14 14
Dividends (27 7) 27 7) (27 7)
Exercise of options 02 29 31 31
At 29 December 2006 26 4 354 (107) 3204 3715 04 3719
Foreign
Capltal currency Hedge

redemption transiation accounting Retained Total

reserve reserve reserve earnlngs reserves

£m £m £Em £m £m

At 31 December 2004 05 (40} 2159 2124
Adjustments relating to adoption of 1AS 32 and 1AS 39 from 1 January 2005 35 an 24
At 1 fanuary 2005 05 (40} 35 214 B 2148
Total recognised income & expense for the penod 139 (7 2) 467 534
Cost of share based paymenits 10 10
Dmvidends (26 6) (26 6)
At 30 December 2005 05 99 (37) 2359 2426
Total recognised income & expense for the penod (128) 72 1097 1041
Cost of share based payments 14 14
Dividends 277 (27 71
At 29 December 2006 05 (29) 35 3193 320 4

As permitted by IFRS 1, the Group elected to apply IAS32 "Financial Instruments  Disclosure and Presentation” and 1AS 39 "Financial Instruments

Recognition and Measurement” prospectively from 1 January 2005

Capital redemption reserve

The capital redemption reserve was created by a repurchase and cancellation of own shares during the 53 weeks ended 1 |anuary 1999

Foreign currency translation reserve

The foreign currency translation reserve 15 used to record exchange differences ansing from the translation of the financial statements of foreign operations

Hedge accounting reserve

This reserve records the portien of the gains or losses en hedging instruments used as cash flow hedges that are determined to be effective

78 The Weir Group PLC Annual Report 2006




26. Additional cash flow information

2006 2005
£m £m
Net cash generated from operations
Operating profit before exceptional items 877 66 3
Loss from discontinued operations befere net finance costs and tax (0 7)
Share of results of joint ventures & associates (10 5) (9 2)
Depreciation & amortisation 201 171
Loss on disposal of property, plant & equipment & investrents 01 03
Funding of pension & post retirerment costs ©9) (0 8)
Exchange an 03
Employee share schemes 14 10
Increase in provisions 28 24
Increase i Inventories (70) (18 9)
Increase in trade & other receivables, construction contracts and forward foreign currency contracts (6 8) (12 3)
Increase in trade & other payables, construction contracts and forward foreign currency contracts 487 258
Cash generated from operations 1345 713
Additional pension contributions paid (7 0) {10 0)
Fundamental restructuring costs paid (58) {16 6)
Income tax paid (14 6) (79
Net cash generated from operating activities 1071 36 8
Acquisitions of subsidiaries & joint ventures
Current year acquisitions {note 13) (0 8) 69 1)
Previous year acquisitions deferred consideration paid {(13) 05
Cost of investmients In joint ventures (60)
21) (75 6)
Disposals of subsidiartes & joint ventures
Previous year disposals
discontinued operations (1.8) 140
other 02
(18) 142
Reconcihiation of net mncrease in cash and cash equivalents to movement in net debt
Net increase In cash and cash equivalents 374 24
Net decrease (increase) m debt 195 (85 5)
Change i net {debt) funds resulting from cash flows 569 (83 1)
Lease acquered (0 2)
Lease inception 01)
Foreign currency translation differences 124 (5 6)
Change In net (debt) funds dunng the penod 693 (89 0)
Net (debt} funds at beginming of period (76 4) 126
Net debt at end of period (7 1) (76 4)
Net debt comprises the following
Cash & short term deposits (note 19) 146 3 1096
Current interest bearing loans & borrowings (note 20) (7 5) (10 9)
Non current interest bearing loans & borrowings (note 20) (145 9) (1751}
71 (76 4)
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Notes to the Group Financial Statements (contnued)

27. Commitments & contingencles

Operating lease commitments

The Group has entered into commercial leases for land and buildings, motor vehictes and plant and equipment Land and building leases have an average
term of between three and ten years, motor vehicles leases have an average term of between three and four years and plant and equipment leases have
an average term of between five and six years Certain leases have terms of renewal, at the option of the lessee, but there are no purchase options or
escalation clauses Future rmurarnum rentals payable under non canceltable operating leases are as follows

2006 2005

£m Em

Within one year 65 75
After one year but not more than five years 12.8 137
Maore than five years 23 19
216 231

Finance lease commitiments

The Group has finance leases for vanous items of plant and equipment and purchased software Future mimimum lease payments under finance leases
together with the present value of the net mimimum lease payments are as follows

2006 2006 2005 20905

Minimum Present value Minimum Present value

pay ] of pay payments of payments

£m £m im £m

Within cne year 03 02 05 04

After one year but not more than five years 05 [ 07 06

More than five years 01 a1 02 02
Total minimum lease payments 09 14
Less amounts representing finance charges {01) 02)

Present value of mimmum lease payments 08 08 12 12

It 15 the Group's policy to lease certain of Its assets under finance leases The weighted average outstanding lease term 15 4 45 years (2005 5 93 years)
For the 52 weeks ended 29 December 2006, the weighted average effective borrowing rate was 5 55% (2005 5 69%) All leases are on a fixed repayment
basis and no arrangements have been entered into for contingent rental payments

Capital commitments

2006 2005
£m £m

Qutstanding capital commitments contracted but not provided for
Property, plant & equipment 25 12

The Group's share of the capital commitments of 1ts joint ventures amounted to £0 1m (2005 £0 Tm)

Legal claims

The Company and certain subsidiaries are, from time to time, parties ta legal preceedings and claims which anise in the normal course of business To the
extent not already provided for, the directors do not anticipate that the cutcome of these proceedings and claims, either indvidually or in aggregate, will
have a matenal adverse effect upon the Group's financial pesition

Guarantees

The Company has given a imited counter indemnity to Halliburton Company and Brown & Root Limited in respect of Devonport Management Limited up to a
maximum of the Group’s investment in that company
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28. Equity settled share based payments

LTIP

Three types of award may be made under the L TIP to senior executives Performance shares, matching shares and investment shares The awards vest aver
a three year service period

Performance shares

Performance shares are conditional awards to acquire free shares subject to company performance In 2006, conditional awards of performance shares were
made worth 70% (2005 70%) of salary to the chief executive in addition, one conditional award of 160% of salary and one conditonal award of 45% of
salary were awarded to other executive directors Awards of 45% of salary were awarded to other executive directors in 2005 Other conditional awards of
performance shares made in 2006 were 40% (2005 409%) of salary to other senior executives who participate in the Matching shares awards, and 25%
(2005 25%j of salary to other senilor executives who do not participate in that plan It is the Remuneration Committee's intention to make awards of the
same value 1n 2007 except for the award to the chief executive which 15 expected to be 70% of salary, the award to the corporate services director which

15 expected to be 80% of salary and the award to the group finance director which 1s expected to be 45% of salary

Matching and investment shares

Matching shares are condittonal awards to acquire free shares, subject to Company performance The chief executive, other executive drectors and sentor
executives are required to compulsonly defer an element of any Group bonus earned for the preceding financiat year in exchange for which they are
awarded investment shares They are also allowed to voluntanly invest the balance of the Group bonus (subject to any cap imposed by the Remuneration
Commuttee, currently 10%]) in shares In return, they receive a conditional award of matching shares worth a maximum of 2 5 times the pre tax value of
the bonus invested It 1s intended that the maximum voluntary element will be increased to 20% for the 2007 awards

The value of shares for tims purpose will be the average published closing price of a share for the three dealing days immediately preceding the date of
grant of the award of shares

The conditional awards of perfermance shares and matching shares only vest If a highly demanding performance condition is achieved For awards
granted in 2004, 2005 and 2006, the performance condition 1s based on the growth in the Company's Total Shareholder Return ("TSR"} over a single
three year performance period (three consecutive financial years beginming with the year in which the grant 1s made) relative to the growth in the TSR of
a comparator group, to compnse the following 20 comparues AGA Foodservice Group, Bodycote International, Cookson Group, Domnick Hunter Group,
Enodis, FKI, Halma, IMI, Kidde, Meggitt, Miie Group, Morgan Crucible Company, Rolls Royce, Rotork, Semor, Srmiths Group, Spirax Sarco Engineenng,
Tomkins, Wood Group and WS Atkins, except that Domnick Hunter Group and Kidde were not included in the comparator group for the 2006 awards as
they were de hsted from the London Stock Exchange in December 2005 and April 2005 respectively Only if the company's TSR ranks in the upper gquintite
of this group will the full awards vest This reduces on a shding scale so that for median performance, 25% of the awards will vest For below median
performance, nene of the awards wall vest

In addition to TSR performance, for any of the performance and matching shares to vest, the growth in the Company's earnings per share over the
performance peniod must be equal to or greater than the growth in the UK Retall Pnce Index over the same period

The followang table illustrates the number of shares awarded under the L TIP

2006 2005

Number Number

QOutstanding at the beginning of pericd 1,720,426 B50,965

Awarded during the penod 715,658 869,461
Expired duning the period (144,953)

Outstanding at the end of the period 2,291,131 1,720,426

Exercisable at the end of the peniod

An amcunt of £1 3m (2005 £0 9m) has been charged to the income statement in respect of the number of awards which are expected to be made at
the end of the vesting penod This compnses an amount of £0 4m {2005 £0 2m) in respect of parent company employees and £0 9m (2005 £0 7m)

n respect of employees of subsidianies Subsidiary companies made a cash contnbution to the parent company of £0 9m (2005 £0 7m) in the year in

respect of therr L TIP awards

The rermaining contractual hives of the cutstanding L TIP awards at the penod end are as follows

2006 2005
Number of 2006 Number of 2005
shares Remalning shares Remaining
Year of award outstanding contractual life outstanding contractual life
2004 771,692 5 months 850,965 17 months
2005 809,388 15 months 869,461 27 months
2006 710,051 27 months
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Notes to the Group Financial Statements (continued)

28. Equity settled share based payments (continued)

Share option schemes

The Company operated a discretionary executive share option scheme ("the Executive Scheme”) under which options could be granted to those semor
executives of the Group whose skills and expenience the Remuneration Committee believed to be important to the success of the Group

The Executive Scheme, which was approved m 1994, expired in May 2004 Under the rules of the Scheme, share options could be granted up to a
maximum value of four times a participant's earnings Options were granted at the mmd market price of the share at the date of grant The nght to exercise
an Executive Scheme option s subject to performance conditrons as determined by the Committee at the date of grant

The performance <nteria apphcable for the options granted after 2000 were for the growth in the Company's normalised earnings per share over a three
year penod, to either exceed by nine percent the growth in the retail price index of the UK over that three year period, or exceed the weighted average
growth during that three year period of the normalised earmings per share of those companies in the FTSE All Share industnal Engineenng sector This 1s
re tested every year from the third anniversary of the grant of the option to the date the option lapses

In addition, the Company operated a Savings related Share Option Scheme in the UK which was not subject to performance cntena This scheme was
closed in 2004

The following table dlustrates the number and weighted average exercise prices (WAEP) of share opuions

2006 2006 2005 2005

Number WAEP Number WAEP

Qutstanding at the beginning of the period 2,824,739 £2 40 5,785,341 £241
Forfeited duning the period (323,66%) £2 36
Expired during the period (218,868) £2 43 {28,809) £2 35
Exercised during the period (1,328,633) £2.35 (2,608,124) £2 43
Qutstanding at the end of the penod () 1,277,238 £2.45 2,824,739 £2 40
Exercisable at the end of the period 568,448 £2 51 1,374,189 £2 54

(1) Included within this balance are options over 804,225 (2005 1,959,282) shares that have not been recognised in accordance with IFRS2 as the options
were granted on or before 7 November 2002 These options have not been subsequently modified and therefore do not need to be accounted for in
accordance with IFRS2

The weighted average share price during the period was 458 4p (2005 342 5p)

Share options cutstanding at the end of the period have the following exercise pnices

2006 2006 2005 2005
Price per Numb Remalning Nurnber Remaining
share of shares contractual life of shares contractuai Iife

Savings Related Share Option Scheme 1991
226 00p 317,916 12 months

Executwe Share Option Scheme 1994

260 00p 7,692 3 moenths
239 00p 30,000 3 months 30,000 15 months
246 50p 176,250 39 months 254,600 51 months
197 50p 9,701 51 months 45,959 63 months
251 S0p 176,000 63 months 301,938 75 months
262 50p 173,000 B0 months 734,000 92 months
273 00p 164,835 99 months 164,835 111 months
295 75p 15,165 99 months 15,165 111 months

Savings Related Share Opticn Scheme 2001
201 00p 3,497 2 days 335,760 12 months
260 00p 239,274 12 months 267177 24 months
201 00p 269,516 24 months 349,697 36 months

Fair value of equity settled share based payments

The fair value of the conditional awards under the L TIP has been estimated using the Monte Carlo simulaticn model The following table gives the
assumptions made dunng the 52 weeks ended 29 Decernber 2006 and the 52 weeks ended 30 December 2005

2006 2005
Weighted average dvidend yield (%) 41 425
Weighted average expected volatlity (%) 23 1N 3500
Weaighted average expected life (years) 300 300
Weighted average nsk free rate {%) 444 4 60
Weighted average share price (£) 445p 322p
Weighted average far value (£) 219p 155p

The expected life of the options 1s based on tustorical data and 15 not necessarily indicative of exercise patterns that may occur The expected volatility
reflects the assumption that the historical volatiity 15 indicative of future trends which may also not necessanly be the actual outcome Market related
performance conditrons have been taken into acceunt in the calculation of fair values
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29 Related party disclosures

The following table provides the total amount of significant transactions which have been entered into with related parties for the relevant financial year
and outstanding balances at the penod end

Income tax Management Sales to Salesto A s owed A ts owed

consortlum reflef charge to  relpted partles  related parties by related to related

from related partles lated parties goods services parties parties

£m £m £m £m £m £m
jomnt Ventures 2006 02 04
2005 05 16

Associates 2006 07 o3 11 02

2005 27 07 08 04 16 03

Group pension plans 2006 086

2005 035

Contnbutions to the Group penston plans are disclosed in notes 4 and 24

Terms and conditrons of transactions with related parties

Sales 1o and from related parties are made at normal market prices Outstanding balances at the year end are unsecured and settlement occurs in cash
There have been no guarantees provided or receved for any related party balances For the 52 weeks ended 29 December 2006, the Group has not raised
any provision for doubtful debts relating to amounts owed by related parties as the payment history has been excellent (2005 £mil) This assessment

ts undertaken each financiat year through examining the financial position of the related party and the market in which the related party operates

Full value, calculated at appropriate tax rates, 1s paid for consortium relief ddaimed from related parties

Compensation of key management personnel

2006 2005

£m £m

Short term employee benefits 24 22
Share based payments 04 03
28 25

Key management compnses the Board of directors Further details of their remuneration can be found in the Remuneration Comimitiee Report on pages 34 to 36

30. Financial instruments

Hedging activities

2006 2005
£m £m
Intluded in current assets
Forward foreign currency contracts designated as cash flow hedges 51 17
Other forward foreign currency contracts 14 06
65 23
Included in current Habilities
Forward foreign currency contracts designated as cash flow hedges 25 35
Other forward foreign currency contracts 05 11
30 46

The forward foreign currency contracts included withun non current assets ameunting to £4 9m {2005 £0 4m) and non current habilities amounting to
£1 8m (2005 £3 1m) have all been designated as cash flow hedges
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Notes to the Group Financial Statements (continued)

30. Financial instruments (continued)

Cash flow hedges

At 29 December 2006, the Group held over 900 (2005 over 600} forward foreign currency contracts designated as hedges of expected future sales or
purchases for which the Group has firm commitrments The forward foreign currency contracts are being used to eliminate the matenal currency risk of
the firm commitments The terms of the contracts are negotiated to match the terms of the commitments Any gains and losses on ineffective hedges

were taken to the income staternent in the year The weighted average terms of the contracts are as follows

Forward foreign currency contracts to hedge expected future sales and purchases

52 weeks ended 29 December 2006

sell Sterling Weighted Buy Sterling Welghted
currency qulival g currenty eqguivalent average Maturity
000 £000 exchange rate 000 £000 exchange rate dates
Canadian dollar 639 299 2.14 2007
Euro 11,768 8,244 143 16,135 11,465 14 2007
2,889 2,034 142 24,441 17,151 143 2008
571 4,008 143 2009
Darish kroner 70,020 6,731 10 40 2007
121,500 11,495 10 57 2008
33,050 3,092 10 69 2009
Norwegian kroner 2,000 177 11 30 11,400 1,013 1125 2007
2,000 178 1124 28,450 2,478 1148 2008
11,820 994 11 89 2009
Swiss franc 27,853 12,959 215 2007
19,700 8,985 219 2008
4,235 1,919 221 2009
United States dollar 126,943 77,702 163 3,243 2,207 147 2007
135,622 73,514 184 631 125 194 2008
45,519 24,048 189 2009
638 355 180 2010
3,042 1,658 183 2011
7 4 175 2012
Yen 48,600 255 190 59 334,650 1,729 193 55 2007
328,050 1,641 199 91 2008
106,300 525 202 48 2009
52 weeks ended 30 December 2005
Sell Sterling Weighted Buy Sterling Weighted
currency equivalent average currency equivalent average Matunty
000 E£QCO exchange rate 000 £000 exchange rate dates
Euro 20,913 14,888 140 30,494 21,224 144 2006
7,707 5,444 142 8,176 592 138 2007
1,500 1,057 142 3,650 2,634 139 2008
Danish kroner 44,535 4,228 10 53 2006
53,070 5,143 1032 2007
36,000 3,494 10 30 2008
Swnss franc 19,947 9,379 213 2006
15,843 7,579 209 2007
2,800 1,345 208 2008
Umted States dollar 102,600 68,039 ¥ 51 5,780 3,615 160 2006
66,092 38,669 171 300 163 184 2007
43,671 24,442 179 2008
Yen 207,050 1,080 191 71 2006
48,600 255 190 59 233,450 1,239 188 42 2007
47,700 245 194 69 2008

The net credit included m the income statement i respect of the change in fair value of forward currency contracts that have not been subject to hedge
accounting was £1 5m (2005 charge of £0 4m)
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31. Financial risk management objectives and policies

Tha Group's principal financial mstruments, other than derivatives, comprise bank overdrafts, short term debt, loans, cash and short term deposits

The main purpese of these financial INstruments s to manage the Group's funding and hguidity requirements The Group has other financial instruments
such as trade recevables and trade payables which anse directly from its operations The prinaipal financial nisks te which the Group 1s exposed are those
relating to foreign currency, commodity price, credit, iquidity and interest rate These nisks are managed in accordance with Board approved policies

Foreign currency risk

The Group has invested In operations outside the United Kingdom and also buys and sells goods and services 1n currencies other than in the functional
currency of its subsidiary operations As a result, the Group's non sterling revenues, profits, assets, rabilittes and cash flows can be affected by mavements
in exchange rates The Group seeks to minmise its transaction exposure by mantaining a policy that all operating units hedge using forward currency
contracts to eliminate exposures on matenal committed transactions In addition, 1t 15 Group policy that those companies where the most significant
concentration of foreign currency risk has been rdentified also apply hedge accounting It 1s Group policy not to engage in any speculative transaction

of any kind

Commodity price risk

The Group's exposure to raw matenal price risk 1s generally dimnished by restricting bid validity to penods within those quoted by suppliers
and by matenal price escalation clauses

Credit risk

The credit nisk on hquid funds and derivative financial nstruments 15 imited because the counterparties are financial insbtutions with high credit
ratings assigned by International credit rating agencies The Group's credit risk 15 primanly attributable to its trade receivables and amounts due under
construction contracts The Group is exposed to nisk over a large number of countries and customers and there 15 no sigmficant concentration of nsk
Where appropriate, the Group endeavours to rinimise nsk by the use of trade finance instruments such as letters of credit and insurance Credit worthiness
checks are also undertaken before entering into contracts with new customers and credit imits are set as appropriate The amounts presented in the
balance sheet are net of allowance for doubtful receivables An allowance for impairment 1s made where there 1s an identrfiable loss event which,
based on previous expenence, s evidence of a reduction in the recoverability of cash flows

Liquidity risk
The Group's objective Is to maimtain a batance between continuity of funding and flexibility through the use of bank overdrafts and bank loans

Interest rate risk

The majonity of the Group's borrowings are at vanable rates of interest interest rate nisk 15 regularly monitored to ensure that the mix of vanable and
fixed rate borrowing 1s appropnate for the Group in the short to medium term Based on current levels of net debt, interest rate nsk 1s not considered
to be maternal

32, Exchange rates

The pnncipal exchange rates apphied 1n the preparation of these financial statements were as follows

2006 2005
Average rate
US dollar (per £) 186 181
Austraban dotlar {per £) z45 239
Euro {per £) 147 147
Canachan dollar (per £) 210 219
Closing rate
US dollar (per £) 196 172
Australian dollar (per £) 248 235
Euwro (per £) 149 1 46
Canadhan dollar (per £) 228 20
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Directors Statement of Responsibilities

The directors are responsible for preparing the annual report and
the Company financial statements in accordance with applicable
law and regulations

Company law requires the directors to prepare Company financial
statements for each financial year Under that law the directors
have elected to prepare the financial statements \n accordance
with United Kingdom Generally Accepted Accounting Practice
{United Kingdom Accounting Standards and applicable law)

The Company financial statements are required by law to give a
true and fair view of the state of affars of the Company and of
the profit or loss of the Company for that penod In preparing
those financial statements, the directors are required to

» select suitable accounting policies and then apply them
consistently,

s make judgements and estimates that are reascnable and
prudent, and

* state whether applicable UK Accounting Standards have been
followed, subject to any matenal departures disclosed and
explained In the Company financial statements

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 Company financial statements comply with the Companies
Act 1985 They are also responsible for safeguarding the assets
of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other iregularities
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Independent Auditors Report

Independent Auditors Report to the members of
The Weir Group PLC

We have audited the Company financial statements of The Werr
Group PLC for the 52 weeks ended 29 December 2006 which
comprise the Company Balance Sheet and the related notes

1 to 15 These Company financial statements have been prepared
under the accounting policies set out therein We have also audited
the information i the Remuneration Committee Report that 1s
described as having been audited

We have reported separately on the Group financial statements
of The Weir Group PLC for the 52 weeks ended 29 December 2006

This report 1s 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 responsibihty
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 prepanng the annual report,

the Remuneration Committee Report and the Company financial
statermments in accordance with applicable United Kingdom law
and Accounting Standards (United Kingdom Generally Accepted
Accounting Practice} are set out in the Directors Statement of
Responsibiities

Our responsibility 15 to audit the Company financial statements
and the part of the Remuneration Committee Report to be audited
i 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 Company financial
statements give a true and fair view and whether the Company
financial statements and the part of the Remuneration Committee
Report to be audited have been properly prepared in accordance
with the Companies Act 1985 We also report to you whether

in our opiion the information given in the Directors Report 1s
consistent with the Company financial statements The information
given in the Directors Report includes specific information that 1s
contained in the Chief Executive’s Report, the Operational Review,
the Financrat Review and the Corporate Social Responsibility Report
that 1s ¢cross referred from the Directors Report

In addition we report to you if, in aur opinion, we have not
received all the mformation and explanations we require for our
audit, or if information specified by law regarding directors
remuneration and other transactions 1s not disclosed

We read other information contained in the annual report and
consider whether 1t I1s consistent with the audited Company
financial statements The other information comprises only

the Financial Highlights 20086, 2006 Highhghts, the Chairman’s
Staternent, the Chief Executive’s Report, the Operational Review,
the Financial Review, the Board of Directors, the Directors Report,
the Corporate Governance Statement, the Audit Committee

Report, the Nomination Committee Report, the unaudited part
of the Remuneration Committee Report and the Corporate Social
Responsibility Report We consider the implications for our report
if we become aware of any apparent misstatements or matenal
inconsistencies with the Company financial statements Qur
responsibilittes do not extend to any other informatien

Basis of audit opinion

We conducted our audit in accordance with International Standards
on Auditing (UK and Ireland) 1ssued by the Auditing Practices

Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the Company financial
statements and the part of the Remuneration Committee Report

to be audited It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation

of the Company financial statements and of whether the
accounting policies are appropnate to the Company's
circumstances, consistently apphed and adequately disclosed

We planned and performed our audrt 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 Company financial statements and the part
of the Remuneration Committee Report to be audited are free
from matenal misstatement, whether caused by fraud or other
irregulanty or error In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
Company financial staternents and the part of the Remuneration
Commuttee Report to be audited

Opinion
In our opinion

« the Company financial statements give a true and fair view,
in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company’s affars
as at 29 December 2006,

* the Company financial statements and the part of the
Remuneration Committee Report to be audited have been
properly prepared in accordance with the Compariues Act
1985, and

+ the information given in the Directors Report s consistent
with the Company finanoal statements

@«%ﬁw

Ernst & Young LLP
Regqustered Auditor
Glasgow

21 March 2007
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Company Balance Sheet

at 29 December 2006

29 December 2006

30 December 2005

Notes £m £m
Fixed assets
Tangible assets 3 05 a5
Investments 4 4227 4353
Total fixed assets 423 2 4358
Current assets
Debtors 5 165 138
Forward foreign currency contracts 05 02
Cash at bank & n hand 92 6 504
1096 644
Creditors falling due within one year
Bank overdrafts & short term debt 46 4 297
Other creditors 6 263 240
Forward foreign currency contracts 05 02
732 539
Net current assets 36 4 105
Total assets less current liabilities 459 6 446 3
Creditors falling due after more than one year
Loans 7 134 8 1185
Provislons for liabilities & charges 8 13 4 17
Net assets excluding retirement benefits 314 3161
Retirement benefits 9 o8 08
Net assets including retirement benefits 3106 3153
Capital & reserves
Share capital 10 264 262
Share premium n 354 325
Treasury shares n (107 (107
Capital redemption reserve 1 05 05
Speaial reserve 1 18 18
Profit & loss account 1t 2572 2650
Total equity 3106 3153

Approved by the Board of Directors on 21 March 2007

(Ve

Magk Selway Director Kelth Cochrane Director
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Notes to the Company Financial Statements

1 Accounting Policies

The accounting pohecies which follow have been applied consistently to all periods presented in these financial statements

Basis of preparation
The Company financial statements have been prepared in accordance with UK GAAP and applicable accounting standards

Forelgn currency translation

The presentation and functional currency of the Company 1s sterhing Transactions denomtnated in foreign currencies are translated inte the Company’s
functional currency at the exchange rate ruling on the date of the transaction Monetary assets and habilities denominated in foreign currencies are
retranslated at the exchange rate ruling on the balance sheet date Currency translation differences are recoghised in the profit and loss account

Tangible assets

Tangible assets are stated at cost and the cost 1s depreciated over the estimated useful life by equal annual instalments at rates of 7 5% for office
equipment and 25% for computer equipment

Investments

Investments in subsidianes and associates are held at histonical cost fess a provision for impairment

Deferred tax

Deferred tax 15 recogmsed in respect of all timing differences that have oniginated but not reversed at the balance sheet date where transactions or events
have occurred at that date that will result in an obligation to pay more, or a nght to pay less or to receive more, tax, with the exception that deferred tax
assets are recognised only to the extent that the directors consider that it 1s more likely than not that there will be suitable taxable profits from which the
future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which timing differences reverse, based on
tax rates and laws enacted or substantively enacted at the balance sheet date

Post employment benefits

The Company and other major UK subsidianies of the Group participate in multi employer defined benefit pension plans which are set up under separate
trusts These plans are operated on a bass that does not enable indvidual companies to identify therr share of the underfying assets and habilities and in
accordance with FR517 the Company accounts for its contributions to the plans as if they are defined contrbution plans

In addition, the Company has unfunded unapproved pension promises Contributions are made to the plans on the advice of an independent qualified
actuary Pension plan habiliies are measured using the projected unit method and discounted at the current rate of return on a high quality corporate
bond of equivalent term and currency to the hiability Any increase in the present value of the liabilities of the Company’s unfunded unapproved pension
promises expected to arse from employee service 1n the penod 1s charged against operating profit The increase in the periad 1n the present value of the
plan’s iabihties, ansing from the passage of time, 1s included in other finance income Actuaral gains and losses are recognised 10 the statement of totat
recognmised gans and losses

Contributions to defined contributicn pension plans are charged to the profit and loss account when they become payable

Leases

Rentals paid under operating leases are charged to income on a straight line basis over the term of the lease

Share based payments

Equity settled share based incentives are provided to employees under the Company’s executive share option scheme, the savings related share option
scheme and the jong term incentive plan The Company recognises a compensation cost in respect of these schemes that s based on the farr value of the
awards For equity settled schemes, the fair value 15 determined at the date of grant and 1s not subsequently re measured unless the conditions on which
the award was granted are modified The fair value at the date of the grant 1s calculated using appropriate option pncing models and the cost 1s recognised
on a straight hne basis over the vesting penod Adjustments are made to reflect expected and actual forfertures during the vesting pericd due to faiture to
satisfy service conditions or non market performance conditions

As permitted by FRS20, the Company has applied FRS20 “Share based Payment” retrospectively only to equity settled awards that had not vested as at
1 January 2005 and were granted on or after 7 November 2002
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Notes to the Company Financial Statements (continued)

1. Accounting Policies (continued)

Derecognition of financial assets & liabilities

The Company's pnncipal financial assets and liabdites, other than denvatives, comprise bank overdrafts, short term debt, loans, cash and short temm deposits
A financial asset or liability 1s generally derecognised when the contract that gives rise to 1t I1s settled, sold, cancelled or expires

A financial habihty 1s derecognised when the obligation under the hability 1s discharged or cancelled or expires Where an existing financal hiability 1s
replaced by another from the same lender on substantially different terms, or the terms of an exising hability are substantiatly medified, such an exchange
ot maodification 1s treated as a derecogrution of the anginal hability and the recogrittion of a new habiity, such that the difference i the respective carrying
amounts together wath any costs or fees incurred are recogrised w profit or loss

Financial instruments

The Company uses dernivative financial instruments, principally forward foreign currency contracts, to reduce its exposure to exchange rate movements
The Company does not hold or 1ssue derivatives for speculative or trading purposes Denvative financial instruments are recognised as assets and habihties
measured at their fair values at the balance sheet date The fair value of forward foreign currency contracts 1s calculated by reference to current forward
exchange rates for contracts with similar matunty profiles Changes in their fair values have been recognised in the profit and loss account

Treasury shares

The Weir Group PLC shares held by the Company are classified in shareholders equity as ‘treasury shares’ and are recognised at cost Consideration
received for the sale of such shares 15 also recogrised in equity, with any difference between the proceeds from sale and the onginal cost being taken
directly to revenue reserves No gain or loss 1s recognised in the performance statements on the purchase, sale, ssue or cancellatron of equity shares

2 Profit attributable to the Company

The profit dealt with in the accounts of the Company was £18 2m (2005 £32 Om} In accordance with the concession granted under section 230 of the
Companes Act 1985, the profit and loss account of the Company has not been separately presented in these financial statements

Dmidends paid and proposed

2006 205
£m £m
Declared & paid dunng the penod
Equity dividends on ardinary shares
Final dwvidend for 2005 © &5p (2004 % 35p) 199 193
Interim dividend for 2006 3 75p (2005 3 55p) 78 73
27.7 26 6
Proposed for approval by shareholders at the AGM
Final dividend for 2006 10 75p (2005 9 65p) 2213 199

The proposed dividend 15 based on the number of shares in 1ssue, excluding treasury shares, at the date the financial statements were approved and
authonsed for issue The final dividend may differ due to increases or decreases in the number of shares in 1ssue between the date of approval of the
report and financial statements and the record date for the final dvidend

Directors
Details of directors remuneration, pension benefits, share options and L TIP awards are included 1n the Remuneration Committee Report on pages 34 to 36

Auditors remuneration

The total fees payable by the Company to Emst & Young LLP for work performed in respect of the audit of the Company were £11,000 (2005 £11,000)
Fees paid to Ernst & Young LLP for non audit services to the Cempany itself are not disclosed tn these accounts as the Company’s consolidated accounts
are required to disclose such fees on a consohdated basis
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3 Tangible assets Offlce &
computer
equipment
£m
Cost
At 30 December 2005 08
Additrons 01
At 29 December 2006 o9
Aggregate depreciation
At 30 December 2005 03
Charge for year 01
At 29 December 2006 04
Net book value at 29 December 2006 05
Net book value at 30 December 2005 05
4, Fixed asset Investments Subshliaries
Shares Loans Associates Total
£m £m £m £m
Cost
At 30 December 2005 447 6 106 5 17 5558
Disposals / repayments 37 8% (12 6}
At 29 December 2006 443 9 976 17 5432
Impairment
At 30 December 2005 99 4 211 1205
Charge for period
At 29 December 2006 994 211 120 5
Net book value at 29 December 2006 344 5 76 5 17 422 7
Net book value at 30 December 2005 348 2 B5 4 17 4353
The pnincipal subsidiaries and associates of the Company are listed on page 97
5 Debtors
2006 2005
£m £m
Amounts recoverable within one year
Amounts owed by subsidianies 43 56
Amounts owed by associate 09
Tax recoverable 29
Deferred tax recoverable 23 20
Other debtors 77 14
Prepayments & accrued income 22 10
16 5§ 138
6 Other creditors
2006 2005
£m Em
Amounts owed to subsidiaries 160 14 4
Other taxes & social secunty costs 06 08
Tax payable 31
Other creditors 0B 07
Accruals & deferred income 58 81
26.3 240
7 Loans
2006 2005
£m £m
Amounts due are repayable as follows
n more than two years but not more than five years
loans from subsidianies 1348 1185
1348 118 5
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Notes to the Company Financial Statements (continued)

8 Provisions for liabllities & charges

Discontinued

operations

warranty and
Subsidiaries Indemnity Total
£m £m £m
At 30 December 2005 20 97 17
Additions 38 38
Utilised (21 21)
At 29 December 2006 20 11.4 13 4

Subsidianes

As at 29 December 2006, a provision of £2 0m (2005 £2 Om) has been made agamst the deficiency of underlying net assets it certam subsidianes
It 15 anticipated that this amount will be settled within two years of the balance sheet date

Discontinued operations warranty and indemnity

During 2005, the Company provided m full for residual labilrves of discontinued operations for which the Company retains responsibiity £2 1m of these
prowvisions were utiised during 2006

Following the completion of the negotation of a claim settlement, provisions have been increased by £3 8m A recently agreed associated insurance recovery of
£5.2m has been included withun other debtors The overall effect of the negotiations has been the recognition of a £1 4m credit in the profit and loss account

The prowision as at 29 December 2006 1s based on management’s current best estimate of the remaining habilties The actual outcome may differ, and in some
cases, this will be dependent on the outcome of legal proceedings [t Is expected that the majority of these costs will be incurred within one year of the balance
sheet date with the remaining costs expected to be incurred within five years of the balance sheet date

9. Retirement benefits

The Company partictpates in the defined benefit plan arrangements withirt The Weir Group Pension & Retirement Savings Scheme and The Weir Group
1972 Pensions and Life Assurance Plan for Senior Executives These defined benefit plans are multi employer plans which are operated by The Weir Group
PLC and which are run on a basis that does not enable individual companies to identify their share of the underlying assets and habiliies In accordance
with FRS17 the Company accounts for its contributions to these plans as if they were defined contnbution plans

As at 29 December 2006, there 1s an overall surplus of £5 3m (2005 deficit of £46 Tm) In these pension plans The fatest full actuanial valuation of the
defined benefit plan within The Weir Group Pension and Retirement Savings Scheme was as at 31 December 2005 and this has been adjusted to reflect the
position at the 2006 year end by a qualified independent actuary The latest full actuarial valuation of The Weir Group 1972 Pensions and Life Assurance
Plan for Senior Executives was as at 31 December 2004 and this has been adjusted to reflect the positions at the 2005 and 2006 year ends by a qualified
independent actuary

The assumptions used by the actuary were (in nominal terms)

2006 2005 2004

% 9% %

Rate of increase 1n salaries 37 ig 38

Rate of increase in pensions in payment

Pre 6 Apni 2006 28 28 27

Post 6 Aprii 2006 25 28 27

DCiscount rate 52 48 53

Inflation assumption 31 28 27
The assets and labihities of the plans and the long term expected rates of return are

2006 2006 2005 2005 2004 2004

% £m % £m % £m

Equuties 77 398 2 71 382 6 75 3089

Bands 45 188 2 3¢9 1667 44 1558

Total market value of assets 586 4 5493 464 7

Actuanal value of plan liabilities {581 1) (595 4) (547 2)

Net surplus {deficit) in the plans 53 (461} (82 5)

Related deferred tax (hability) asset (186) 138 247

Net pension asset (habudrty) 37 (32 3) (57 8)
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9. Retirement benefits (continued)

The movement in the surplus (defiat) during the penod 1s analysed as follows

2006 2005
£m £m
Defict in plans at beginning of period (46 1) (B2 5)
Movement in year
Current service costs {4 5) (52
Past service credit (costs) 107 (18
Curtailment gains and losses 34
Other finance income 51 11
Profit before tax impact LLE (235)
Contnbutions 107 14 5
Actual return less expected return on pension plan assets 125 60 2
Experience loss ansing on retirement benefits plan habilibies {0 4) (0 8)
Changes in financial assumptions underlying retirement benefits plan habilites 173 (350)
Vanance between actuarial assumptions & actual experience 294 24 4
Surplus (deficit) in the plans at end of period 53 (46 1)
Company unapproved plan
The major assumptions used by the actuary for the Company unapproved plan were
2006 2005 2004
% % %
Rate of ncrease in pensions N payment 31 28 27
Discount rate 52 48 53
Inftation assumption 31 28 27
The liabihities of the Company unapproved plan were
2006 2005 2004
£m £m £m
Actuanal value of plan habilities an (1) (10)
Related deferred tax asset 03 03 03
Net pension hability (0 8) (0 8) 07)
The movement 1n the deficit during the period 1s analysed as follows
2006 2005
£m £m
Deficit in plan at beginrung of penod an a0
Movement in year
Interest on penston habilities being profit before tax impact (01) {01)
Contributions o1 01
Changes n financial assumptions underlying pension plan habiities being
variance between pension fund actuanal assumphons & actual expenence {0 1)
Deficit in the plan at end of penad an (1n
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Notes to the Company Financial Statements (continueq)

9. Retirement benefits (continued)

The hustory of expenence gains and losses 15 as follows

2006 2005 2004 2003 2002
Expenence gains & losses on plan llabilities
Amount £m 01} 03
Percentage of present value of plan habilities 8% 27%
Total gross amount recognised in statemment of total recogrised gains & losses
Amount £m ©n o1 1) 02
Percentage of present value of plan Labilities 9% 7% 14% 24%
10. Share capital
2006 2005
£m £m
Authorised share capital
Ordinary shares of 12 5p each 360 360
Allotted, called up & fully pad
Ordtnary shares of 12 5p each 26 4 26 2
Shares allotted
2006 2005
Number Number
Milion Million
Exercise of share options 13 26
2006 2005
£m £m
Aggregate nominal value of share options exercised 02 03
Share premium 29 60
Consideration recerved on exercise of share opuons 31 63
Treasury shares
2006 2005
Number MNumber
Million Milhon
Purchase of treasury shares 33
2006 2005
£m Em
Cost 106
Transaction costs 01
Consideration paid 107
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10. Share capital (continued)

Equity settled share based payments

2006 2005

Number MNurnber

Share options outstanding at the end of the penod 1,277,238 2,824,739
L TIP awards outstanding at the end of the penod 2,291,131 1,720,426

Further details of the equity settled share based payments and the associated cost for the year can be found in note 28 to the consolidated financal statements

11 Reserves

Capital
Share Treasury redemption Special Profit & loss

preminm shares reserve reserve account Total

£m £m £m £m £m £m

At 31 December 2004 26 5 05 18 2580 286 8
Profit for year 320 320
Diidends (26 6) (26 6)
Actuartal loss net of deferred tax o1 01
Cost of share based payment net of deferred tax 17 17
Exerase of options 60 60
Purchase of treasury shares (10 6) 106)
Transaction costs (D] (01)

At 30 December 2005 325 (107) 05 18 2650 2891
Profit for year 182 182
Dividends @77 (27 7)
Cost of share based payment net of deferred tax 17 17
Exercise of options 29 29
At 29 December 2006 354 {107 05 18 257 2 284 2

The profit and loss account above 1s stated after deducting an accumulated loss in respect of retirement benefits of £0 8Bm (2005 £0 Bm)

12, Balance sheet deferred tax

Deferred tax asset

£m

At 30 December 2005 23
Credi for the year included in equity 03
At 29 December 2006 26
2006 2005

£m £m

Included in debtors (note 5) 23 20
Included in retirement benefits (note 9) 03 03
26 23

Other iming differences 23 20
Retirement benefits 03 03
26 23
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Notes to the Company Financial Statements (contnued)

13 Operating lease commitments

2006 2005
£000 £000
As at 29 December 2006, annual commitments
under non cancellable operating leases amounted to
Office equipment 10 9
of which payable in respect of operating leases ending
in the second to fifth years inclusive 10 g

14. Contingent liabilities & guarantees

Guarantees

The Company has given a himited counter indemnity to Halliburton Company and Brown & Reot bimited in respect of Devonport Management Limited up to a
maximum of the Group's investment in that company

The Company has given guarantees in relation to the bank and other borrowings of certain subsidiary companies The net debt of the companies party
to these facilities at 29 December 2006 amounted to £94 1m As at 30 December 2005, the Company had given guarantees relating to the borrowings
of subsidiary companies up to a maximum of £50 Om

Legal claims

The Company 15, from time to time, party to legal proceedings and claims which arise in the normnal course of business The directors do not anticipate that
the outcome of these proceedings and claims, either individually or In aggregate, will have a material adverse effect upon the Company's financial position

15 Financial risk management objectives and policies

A descnption of the Group's financial risk management objectives and policies 1s provided in note 31 to the consolidated financial statements
These financial nsk management objectives and policies also apply to the Company
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Principal Companies of the Group

The principal subsidharies, joint ventures and associates of the Group are as follows

Country of reglstration % equity Interest
Name or incorporation 2006
Subsicharies
EnviroTech Pumpsystems Inc USA 100
Liguid Gas Equipment Ltd * Scotland 100
Strachan & Henshaw Ltd England 100
Vulco S A Chile 100
Weir Canada Inc Canada 100
Werr do Brasi| Ltda Brazil 100
Waerr Engineering Services (India) Ltd India 74
Weir Floway Inc usAa 100
Wesr Gabbioneta S rL ltaly 100
Weir Group Trading (Shanghar) Co Ltd China 100
Weir Hazleton Inc USA 100
Weir Minerals Africa (Pty) Ltd (formerly Weir EnviroTech (Pty) Ltd) South Africa 100
Weir Minerals Australia Lid (formerly Weir Warman Ltd) Australia 100
Werr Minerals China Co Ltd China 100
Weir Minerals Europe Ltd {formerly Wewr Warman Ltd) Engfand 100
Wenr Minerals France SAS (formerly Weir EnviroTech SAS ) France 100
Weir Minerals (Ingia) Pnvate Ltd (formerly Warman International (India) Pvt Ltd) Inda 97
Weir Minerals Netherlands B V (formerly Werr Netherlands BV ) Netherlands 100
Werr Minerals Services (Africa) (Pty) Ltd South Africa 75
Weir Pumps Ltd Scotland 100
Weir Services Australia Pty Ltd Austraha 100
Werir Services USA Inc USA 100
Werr Slurry Group Inc USA 100
Werr Valves & Ceontrols France § AS France 100
Weir Valves & Controls (Suzhou) Ce, Ltd China 100
Weir Valves & Controls UK Ltd * England 100
Warr Valves & Controls USA Inc USA 100
Jont ventures
Weir Aratnan Metals Company Limited Saud Arabia 49
Wesco Abu Dhabi LL C UAE 49
Associate
Devonport Managemnent Ltd * England 245

* Compames whose shares are owned directly by The Weir Group PLC
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Shareholder Information

Registrars

The Cornpany’s registrars are Computershare Investor Services
PLC, PO Box 82, The Pavilions, Bridgwater Road, Bnistol,
BS99 7NH

Shareholder enquines relating to shareholding, dividend payments,
change of address, loss of share certificate etc should be addressed
to Computershare Investor Services PLC at the above address

The registrars provide an on line service that enables shareholders
to access details of their Weir Group shareholdings A shareholder
wishing to view the information, together with additional
information such as indicative share prices and details of recent
dividends, should wisit www uk computershare com

Dividends — payment direct to banks

Dwidends can be paid direct to your bank or building society
account using the Bankers Automated Clearing Service (BACS)
This means that your dividend will be in your account on the same
day the Company makes the payment Your tax voucher will be
posted directly to your own address Shareholders who have not
yet arranged to use this method of payment, can telephone the
registrars on 0870 702 0010 The Company encourages you to
have your dividends paid direct to a bank or bullding socety

Annual General Meeting

The Annual General Meeting will be held in the Lecture Room,
The Burrell Collection, Poliok Park, Glasgow on 9 May 2007 at
11am Details of the resclutions to be proposed at the Annual
General Meeting are contained in the shareholders circular

98 The Werr Group PLC Annual Report 2006

Taxation

For the purpose of capital gains tax, the market value of The
Weir Group PLC ordinary shares as at 31 March 1982 was 29 75p
Rights i1ssues of ordinary shares took place i April 1987 at 157p
per share on the basis of one new ordinary share for every seven
ordinary shares held, in July 1990 at 250p per share on the basis
of one new ordinary share for every five ordinary shares held and
in September 1994 at 252p per share on the basis of one new
ordinary share for every four ordinary shares held

With effect from 28 June 1993, each ordinary share of 25p was
sub divided into two ordinary shares of 12 5p and the market
value of an ordinary share as at 31 March 1982 takes account
of the sub division

Shareholder communications

You can now register to receive shareholder communications
(annual reports, Intenm reports and other company communications)
electromically (and also appoint a proxy and vote electronically)
provided you have internet access and a valid e mail address

To register, you will need your Shareholder Reference Number,
which 1s given on your Share Certificate or Tax Dividend Voucher
This service 1s provided in conjunction with our registrars,
Computershare Investor Services PLC To obtain more

information and register for this service, please visit

www uk computershare com



Website

You may wish to view the Company website containing details
of Group activities and mvestor information including the Notice
of the Annual General Meeting and the full annual report

The address 15 www weir co uk

Share dealing services

Share dealing services have been established with the Company’s
registrars, Computershare Investor Services PLC which provide
shareholders with an easy way to buy or sell Weir Group shares
on the London Stock Exchange

Internet Share Dealing commussion i1s just 0 5%, subject to a
mimimum charge of GBP15 In addition stamp duty, currently
0 5%, 15 payable on purchases There 1s no need to open an
account in order to deal Real time dealing 15 available duning
market hours In addition there 15 a convenient facility to

place your order outside of market hours Up to 90 day limit
orders are available for sales To access the service log on to
www computershare com/deahing/uk Shareholders should have
their Shareholder Reference Number (SRIN) availlable The SRN
appears on share certificates A bank debit card will be required
for purchases Please note that, at present, this service 1s only
available to shareholders in certain European junsdictions Please
refer to the website for an up to date list of these countries

Telephone Share Deahing commussion 1s 1%, subject to a
minimum charge of GBP15 In addition stamp duty, currently
0 5%, s payable on purchases The service is available from
8am to 4 30pm Monday to Friday, excluding bank holidays,

on telephone number 0870 703 0084 Shareholders should have
their Shareholder Reference Number (SRN) ready when making
the call The SRN appears on share certificates A bank debit card
will be required for purchases Detailed terms and conditions are
available on request by telephoning 0870 703 0119 Please note
this service 1s, at present, only available to shareholders resident
in the UK and freland

These services are offered on an execution only basis and subject to
the applicable terms and conditions This 15 not a recommendation
to buy, sell or hold Weir Group shares Shareholders who are
unsure of what action to take should obtain independent financial
advice Share values may go down as well as up which may result
in a shareholder receiving less than he/she onginally invested

To the extent that this statement 1s a financial promction for the
share dealing service provided by Computershare Investor Services
PLC, 1t has been approved by Computershare Investor Services
PLC for the purpose of Section 21 (2) (b) of the Financial Services
and Markets Act 2000 only Computershare Investor Services PLC
1s authorised and regulated by the Financial Services Authority
Where this has been recerved in a country where the provision

of such a service would be contrary to local laws or regulations,
this should be treated as information only

Voting

Information on how you can vote electronically can be obtained
through cur registrars by visiting
www uk computershare com/investor/proxy
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Shareholder Information (continued)

Online share management
As part of our commitment to iImprove shareholder communications our registrars now offer you a free, secure share management

website Managing your shares online means you can access information quickly, securely and minimise postat communications
This service will allow you to

* view your share portfolio and see the latest market price of your shares

* glect to receive your shareholder communications online

s calculate the total market price of each shareholding

* view price histories and trading graphs

* update bank mandates and change address details

+ use online dealing services

To take advantage of this service, please log in at www uk computershare com/investor and enter your Shareholder Reference Number
and Company Code (this information can be found on the last dividend voucher or your share certificate)
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Financlal Calendar

Ex dividend date for final dividend

2 May 2007

Record date for final dividend*

4 May 2007

Annual General Meeting

9 May 2007

Final dividend paid
1 june 2007

*shareholders on the register at thrs date will receive the dividend

Registered office & company number

Ciydesdale Bank Exchange
20 Waterloo Street
Glasgow G2 6DB, Scotland
Registered i1 Scotfand
Company Number 2934
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