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Titan Europe Plc is an international engineering
group designing and manufacturing wheels,
undercarriage components and assemblies for
tracked and wheeled ‘off-road vehicles’.

Markets include Original Equipment Machines for
the agricultural, construction, military and mining
industries and their associated aftermarkets.

UNDERCARRIAGE DIVISION

Titan Europe Undercarriage Division (ITM) is a multinational
specialist in the design, manufacture and distribution of
complete undercarriages and components for earthmoving and
agricultural crawler machines. In addition to its core business
area, the Group also manufactures a broad range of top quality
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ground engaging tools. Employing a workforce of 1500
throughout its nine manufacturing plants, the ITM, ITRAC,
Sorefa, Pyrsa and Shark brand names are produced and
distributed across Europe, North and South America, Africa and
Asia Pacific through two sales channels — OEM and aftermarket.

WHEEL DIVISION

Titan Europe Wheel Division encompasses nine manufacturing
facilities and two distribution centres throughout Europe,
Australasia and South America as well as having a 35.9%
shareholding in Wheels India, an Indian wheel manufacturer
quoted on the N.S.E. With 1300 employees in total, the
division also manufactures wet brake systems for the
agricultural industry, and distributes tyres, and wheel and tyre
assemblies, providing a logistical service to key agricultural and
construction OEMs.




Highlights

e Revenue up 3.5% to £199.8m (2006: £193.1m)

e Trading profit up 18.6% to £17.9m (2006: £15.1m)

e Profit from operations increased 45.6% to £19.2m (2006: £13.2m)
e Profit before income tax up 180% to £15.6m (2006: £5.6m)

e Profit for the period up 240% to £10.2m (2006: £3.0m)

e Strong cash generation up 166% to £16.8m (2006: £6.3m)

® Basic earnings per share up 235% to 12.29p (2006: 3.67p)

e [nterim dividend up 8.5% at 2.17p (2006: 2.00p)

Revenue (Em) Trading profit (Em)

193.1
15.1

+3. 50/0 2006 2007 +18. 6% 2006

Cash generated Dividend per share
from operations (£Em) (pence)

217
2.0

6.3

+ 1 66 0/0 2006 + 8 . 5 % 2006 2007

Summary of Financial Results

Titan Europe’s unaudited first half 2007 and 2006 summary results, expressed in IFRS, are

as follows:
Six months ended

30 June 2007 30 June 2006
Unaudited Unaudited
£'000 £'000
Revenue 199,824 193,064
Trading profit 17,893 15,084
Post-employment scheme curtailment 1,281 —
Restructuring and rationalisation costs — (1,914)
Profit from operations 19,174 13,170
Profit before income tax 15,577 5,566
Income tax expense (5,397) (2,591)
Profit after income tax 10,180 2,975
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Chief Executive’s Report

Introduction

| am pleased to announce the unaudited interim results for Titan
Europe Plc (“Titan Europe”) for the six months ended 30 June
2007 which are the first results prepared under International
Financial Reporting Standards (IFRS). Comparative results
disclosed in this report have been restated and further
information regarding the impact of the transition from UK GAAP
to IFRS has been included in the notes to the financial
statements. A full explanation of the principal changes in
accounting policies and how the transition from UK GAAP to IFRS
has affected the Group’s income statement, balance sheet and
net equity was published on 26 July 2007. A copy of that
document can be viewed and downloaded from the Company's
Corporate website www.titaneurope.com by clicking on the
news & events section.

Business Development

Until December 2005 the Group was predominantly a
manufacturer of Wheels for the Agricultural and Construction
industries. The acquisition on 30 December 2005 of ITM
introduced a second market-leading product range, Undercarriage
Tracks, with strong market synergies to our wheel operations.
With the introduction of this new business Titan Europe
developed a programme for market expansion with increased
penetration in mining, combined with geographic expansion,
particularly into the South Americas and Asia. Parallel with this
development was a programme of management and facility
integration to extract added value from the combined Group. This
programme of consolidation and integration is continuing well.
The majority of the operational management teams of Titan and
ITM are combined in a single location near to Bologna, Italy and
are showing enthusiasm and confidence both in the new
management structure and in the opportunities which the new
combined business presents.

The following projects are currently under way:

e Establishment of a fabricated Idler Wheel line in Pyrsa, Spain.
This will introduce existing Titan technology into the ITM
product line increasing capacity for the Group and lowering
costs.

® Investment in track refurbishing equipment in Australia to
serve the open cast mining industry. The provision of
specialist workshops will increase aftermarket sales and build
on existing Titan relationships.

e Undercarriage distribution to the aftermarket from the Titan
France SAS facility in Flers, Normandy. The ITM penetration
of the French market has been historically poor and this direct
approach will increase total sales alongside existing channels.

e Investment in an Agricultural Wheel manufacturing line in
Brazil to serve the South American markets.

® A continuous programme of facility improvement to increase
efficiency with existing ITM plants.
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In addition, the Directors are looking at a number of opportunities
to further build on the Group's leading market positions.

These include:

e Joint Venture projects in India and China for the Undercarriage
Division. The ITM brand and associated technology is well
respected in these markets. This has enabled us to be
selective in finding partners who will help our development in
these markets.

e Further facilities for the manufacture of earthmover wheels.
Our UK-based earthmover wheel facility, which recently won
the Queens Award for enterprise, exports nearly 80% of its
production. We continue to look for additional facilities to
build on our outstanding reputation in other parts of the
world.

e Further possible acquisition to support mining sector growth
strategy.

Trading Conditions

Titan Europe continued to make solid progress across its
business in the six months ended 30 June 2007 with a total
revenue increase of 3.5% compared to the same period last year.

The Group has two divisions, Wheels and Undercarriages,
servicing basically three markets: agriculture, mining and
construction.

Total revenues including the share of the joint venture for the first
half of 2007 were £201m, of which sales from the Undercarriage
Division were £128m and Wheels Division sales were £73m
compared to the first half of 2006 which showed total revenues
of £193m, of which Undercarriage Division sales were £124m
and Wheels Division sales were £69m.

Sales performance was very strong in the mining business with a
growth of approximately 23% over the corresponding period in
2006. The construction market was also very strong in all areas,
with the exception of North America; therefore, overall the total
net increase year on year was about 1%. The agricultural market
showed similar growth to that achieved in the construction
market.

Trading profit for the first half of the year increased by 18.6% to
£17.9m (2006: £15.1m) and profit before income tax rose 180%
to £15.6m (2006: £5.6m).

Basic earnings per share for the first half of the year amounted to
12.29p against 3.67p in 2006, up by 235%.



Revenue by geographical destination and market

Six months ended Year ended
30 June 2007 30 June 2006 31 December 2006
Unaudited Unaudited Unaudited
£m fm £m
Destination
UK 124 11.6 21.6
Europe 117.0 103.8 196.8
North America 321 43.3 80.1
South America 8.9 6.0 13.4
RoW 30.4 28.5 56.3
Total revenue 200.8 193.1 368.2
Six months ended Year ended
30 June 2007 30 June 2006 31 December 2006
Unaudited Unaudited Unaudited
£m fm £m
Market
Agricultural 40.3 39.3 73.6
Construction 123.2 122.7 233.4
Mining 35.7 29.0 57.3
Other 1.6 2.1 3.9
Total revenue 200.8 193.1 368.2
Divisional Review
Six months ended Year ended
30 June 2007 30 June 2006 31 December 2006
Unaudited Unaudited Unaudited
£'000 £'000 £'000
Division revenue
Wheels (including share of joint venture) 72,727 68,847 130,248
Undercarriages 128,064 124,217 237,899
Revenue including share of joint venture 200,791 193,064 368,147
Less share of joint venture (967) — (141)
Group revenue 199,824 193,064 368,006
Trading profit
Wheels (excluding share of joint venture) 5,942 5,860 9,843
As a percentage of revenue 8.3% 8.5% 7.6%
Undercarriages 11,951 9,224 20,542
As a percentage of revenue 9.3% 7.4% 8.6%
17,893 15,084 30,385
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Chief Executive’'s Report i

Wheels Division

e Record levels of production and sales of 25 inch earthmover
wheels manufactured in the UK with sales up 19% over
2006. The major markets for these products are mobile
cranes, dump trucks and wheeled loaders for building, road
construction and mining, dockside material handling and
underground mining.

e |Increased sales of 5% in the Agricultural market.

® |Increased sales in all markets in Australia. The patented
“Qutside Vertical Mount” (OVM) wheel continues to be a big
success in this region.

® Strong sales performance on Tyres from Titan Distribution
(UK) Limited. Sales of products from Titan International Inc. in
USA have increased following the acquisition by them of the
Continental General off-road tyre business.

Overall, the Wheels Division showed increased sales of 5.6%, of
which 2% was due to price increase, 1% was the result of
acquisition and the remainder was volume related.

Undercarriage Division
® Substantial increase in sales to European and Latin American
markets of 21% and 39% respectively compared to 2006.

o Far East and Middle East sales increased by 10%.

o North American sales were down against the first half of
2006 by 28% and were weaker than expected due to
continued weakness in the North American construction
market and the deterioration of the average exchange rate US
dollar to sterling which has moved from 1.78 for the first half
of 2006 to 1.97 for the first half of 2007.

However, the decline in North American sales has been more
than offset by the strong performance in other territories giving
an increase of 3.1% compared to the same period in 2006 which
is a great achievement by our sales team. This increase was
mainly due to volume as price increase represented about 0.6%.
A recovery of the North American market will create substantial
further opportunity for the Undercarriage Division and the Group
as a whole.

Future Outlook

We continue to see very strong conditions in the Construction
Wheel business with sales not being directly affected by
conditions in North America. Agricultural demand is also
increasing and high cereal prices, combined with increasing
ethanol production, are likely to maintain this upward pressure.

There is no sign yet of improving sales of Undercarriage to US-
based OEMs; however, we have strengthened the management
of our US Undercarriage business in order to make the best of
the difficult conditions within this region.

As with last year the Board expects in the second half
performance to see both a further improvement in margins and
an overall stronger performance for the remainder of this
financial year.

The Board remains satisfied with current developments and the
range of opportunities that exists across the business and
therefore looks to the future with confidence.

Interim Dividend

The Company intends to pay an interim dividend of 2.17p per
40p ordinary share (2006: 2.0p), an increase of 8.5% on the
comparable period last year. This dividend will be paid on Friday
26 October 2007, to shareholders on the Register as at the close
of business on Friday 5 October 2007.

lr.

Mike Akers
Chief Executive
21 September 2007



Consolidated Income Statement

For the six months ended 30 June 2007

Six months ended Year ended
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited
Note £'000 £'000 £'000
Revenue 199,824 193,064 368,006
Cost of sales (168,440) (162,948) (308,117)
Gross profit 31,384 30,116 59,889
Operating expenses (13,491) (15,032) (29,504)
Trading profit 17,893 15,084 30,385
Post-employment scheme curtailment 1,281 — —
Restructuring and rationalisation costs —_ (1,914) (2,626)
Profit from operations 19,174 13,170 27,759
Financing costs 3 (3,888) (6,150) (11,433)
Bond premium redemption costs - (1,863) (1,951)
Finance charges 4 (306) (406) (326)
Other finance charges 5 (154) (160) (684)
Net financing costs (4,348) (8,579) (14,394)
Share of profit of associate and joint venture 751 975 1,645
Profit before income tax 15,577 5,666 15,010
Income tax expense 6 (5,397) (2,691) (7,168)
Profit for the period 10,180 2,975 7,842
Profit for the period/year attributable to equity shareholders 10,180 2,975 7,842
Profit for the period/year attributable to minority interest — 11 9
10,180 2,986 7,851
Earnings per 40p ordinary share
Basic 8 12.29p 3.67p 9.68p
Diluted 8 12.15p 3.64p 9.58p
Basic excluding exceptional costs* 8 11.26p 6.78p 13.47p
Diluted excluding exceptional costs* 8 11.13p 6.72p 13.32p
Dividends
Payments to shareholders 7 3,313 1,471 3,091

* This excludes restructuring and rationalisation costs, bond premium redemption costs and post-employment scheme curtailment.
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Consolidated Balance Sheet

At 30 June 2007

As at As at As at
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited

£000 £'000 £'000
ASSETS
Non-current assets
Intangible assets 54,881 49,086 54,487
Property, plant and equipment 126,701 143,579 124,637
Investments 11,284 9,760 10,668
Trade and other receivables 928 440 3,555
Deferred taxes 11,106 8,912 16,973
Total non-current assets 204,900 211,777 210,320
Current assets
Inventories 94,738 85,154 92,856
Trade and other receivables 96,610 104,796 90,481
Income tax recoverable 682 756 605
Deferred taxes 10,449 10,094 8,147
Cash and cash equivalents 25,843 16,111 16,986
Total current assets 228,322 216,911 209,075
Total assets 433,222 428,688 419,395
LIABILITIES
Non-current liabilities
Borrowings (98,029) (122,172) (124,127)
Trade and other payables (1,565) (10,372) (1,368)
Income tax and other tax payable (573) — (368)
Deferred taxes (10,996) (9,322) (8,645)
Provisions (1,504) (255) (749)
Employee benefits (12,019) (14,941) (14,871)
Total non-current liabilities (124,686) (157,062) (150,128)
Current liabilities
Borrowings* (49,432) (17,836) (13,798)
Trade and other payables (95,058) (97,468) (96,063)
Income tax and other tax payable (7,946) 6,471) (6,199)
Deferred taxes (784) (2,570) (3,429)
Provisions (1,501) (5,880) (3,167)
Employee benefits (491) (1,212) (1,476)
Total current liabilities (155,212) (131,437) (124,132)
Total liabilities (279,898) (288,499) (274,260)
Net assets 153,324 140,189 145,135
Equity
Issued share capital 33,128 32,396 33,128
Share premium account 77,112 73,788 77,112
Other reserves 6,458 6,458 6,458
Retained earnings 36,626 27,164 28,437
Total shareholders’ equity 153,324 139,806 145,135
Minority interest — 383 —
Total equity 153,324 140,189 145,135

* The movement from greater than one year to less than one year mainly relates to the Eurobond which is repayable on 22 January
2008. This will be repaid using a long-term irrevocable agreed loan facility on this date which will expire in 2013.



Consolidated Statement of
Changes in Shareholders’ Equity

For the six months ended 30 June 2007

Issued share Share premium Other Retained
capital account reserves earnings Total
£000 £'000 £000 £000 £000

Six months ended 30 June 2006
At 1 January 2006 32,396 73,891 6,458 26,847 139,592
Profit for the period — — — 2,975 2,975
Minority interest profit for the period — — — 11 11
Dividends paid — — — (1,471) (1,471)
Premium (net of issue expenses) on ordinary
shares issued for the acquisition of the ITM group — (103) — — (103)
Movement in translation adjustment — — — (1,739) (1,739)
Credit in respect of employee share schemes — — — 173 173
Hedge accounting on financial instruments — — — 356 356
Currency translation differences
(arising on IFRS adjustments) — — — 12 12
Equity minority interests — — — 383 383
At 30 June 2006 32,396 73,788 6,458 27,547 140,189
Year ended 31 December 2006
At 1 January 2006 32,396 73,891 6,458 26,847 139,592
Profit for the year — — — 7,842 7,842
Dividends paid — — — (3,091) (3,091)
Shares issued 732 3,324 — — 4,056
Premium (net of issue expenses) on ordinary
shares issued for the acquisition of the ITM group — (103) — — (103)
Movement in translation adjustment — — — (3,856) (3,856)
Credit in respect of employee share schemes — — — 345 345
Hedge accounting on financial instruments — — — 290 290
Currency translation differences
(arising on IFRS adjustments) — — — (86) (86)
Actuarial gains/losses on pension liabilities — — — 232 232
Tax on actuarial gains/losses for the year — — — (86) (86)
At 31 December 2006 33,128 77,112 6,458 28,437 145,135
Six months ended 30 June 2007
At 1 January 2007 33,128 77,112 6,458 28,437 145,135
Profit for the period — — — 10,180 10,180
Dividends paid — — — (3,313) (3,313)
Movement in translation adjustment — — — 533 533
Credit in respect of employee share schemes — — — 122 122
Hedge accounting on financial instruments — — — 293 293
Actuarial gains/losses on pension liabilities — — — 558 558
Tax on actuarial gains/losses for the period — — — (184) (184)
At 30 June 2007 33,128 77,112 6,458 36,626 153,324
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Consolidated Statement
of Cash Flows

For the six months ended 30 June 2007

Six months ended Year ended
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited
Note £'000 £'000 £'000
Cash flows from operating activities
Profit for the period 10,180 2,975 7,842
Adjustments for:
Depreciation, amortisation and impairment 7,503 8,369 14,030
Foreign exchange (gains)/losses (1,137) 701 725
Net financial expense 5,485 7,878 13,669
Share of profit of associate and joint venture (751) (975) (1,645)
Gain on sale of property, plant and equipment (282) (385) (1,147)
Taxation 5,397 2,591 7,168
Operating profit before changes in working capital and provisions 26,395 21,154 40,642
Increase/(decrease) in trade and other receivables (3,114) (8,214) (3,621)
Increase in inventories (1,076) (5,536) (16,237)
(Increase)/decrease in trade and other payables (1,956) (1,509) 3,882
(Decrease)/increase in provisions and employee benefits (3,342) 1,663 (80)
Financial derivatives (426) (601) (758)
Other non-cash changes 315 (645) —
Cash generated from operations 16,796 6,312 23,828
Interest paid (5,156) (8,708) (12,890)
Tax paid (944) (2,067) (4,700)
Net cash from operating activities 10,696 (4,463) 6,238
Cash flows from investing activities
Proceeds from sale of property, plant and equipment 133 2,295 3,286
Proceeds from sales of investments — 4 —
Interest received — — —
Dividends received 266 281 281
Acquisition of subsidiary, net of cash acquired (1,360) (1,347) (4,099)
Acquisition of property, plant and equipment (7,540) (5,481) (13,037)
Development expenditure acquisition of intangible assets (21) (140) (197)
Net cash used in investing activities (8,522) (4,388) (13,766)
Cash flows from financing activities
Proceeds from the issue of share capital — 65,963 69,916
Increase in/(repayment of) borrowings 5,274 (83,109) (86,162)
Payment of finance lease liabilities (838) (1,279) (1,954)
Dividends paid 7 (3,313) (1,471) (3,091)
Other movement on reserves 667 368 191
Net cash generated from financing activities 1,790 (19,5628) (21,100)
Net increase/(decrease) in cash and cash equivalents 3,964 (28,379) (28,628)
Cash and cash equivalents at 1 January 11,071 40,507 40,507
Effect of exchange rate fluctuations on cash held 19 (498) (808)

Cash and cash equivalents at period end 15,054 11,630 11,071




Reconciliation of movement
in net debt

At Other At

1 January non-cash Exchange 30 June

2007 Cash flow Acquisition changes movements 2007

£'000 £'000 £'000 £'000 £'000 £000

Cash at bank and in hand 16,986 8,853 — — 4 25,843
Overdrafts (5,915) (4,889) — — 15 (10,789)
11,071 3,964 — — 19 15,054

Borrowings due after one year (115,042) 26,264 — (319) 182 (88,915)
Borrowings due within one year (5,060) (31,570) — (1) (5) (36,636)
Finance leases due after one year (9,085) 35 — (81) 16 (9,115)
Finance leases due within one year (2,823) 803 22 (13) 4 (2,007)
Liquid resources 1,393 (85) — — 17 1,325
Loans from related companies (32) 32 — — — —
(119,578) (557) 22 (414) 233 (120,294)
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Notes to the Interim
Financial Statements

For the six months ended 30 June 2007

1 Transition to International Financial Reporting Standards
The attached interim financial statements are the first Group statements following the adoption of International Financial Reporting
Standards as adopted by the European Union (“adopted IFRS"). These interim financial statements have been prepared in
accordance with the accounting policies set out below and are consistent with the policies the Group expects to follow at the
financial year-end, taking into account the requirements and options in IFRS 1 ‘First-time adoption of International Financial
Reporting Standards’.

The transition date for the Group's application of adopted IFRS is 1 January 2006 and the comparative figures for 30 June 2006 and
31 December 2006 have been restated accordingly. Reconciliations of the income statement, balance sheet and equity are shown in
note 10. The consolidated interim statements are prepared on the basis of adopted IFRS published by the International Accounting
Standards Board (“IASB") that are currently in issue as endorsed by the EU. The adopted IFRS that will be effective (or available for
early adoption) in the annual financial statements to 31 December 2007 are still subject to change and additional interpretations.
Therefore, the accounting policies set out below may be updated by the time the Group prepares its first full set of financial
statements under IFRS for the year ending 31 December 2007.

The information relating to the six months ended 30 June 2007 and 30 June 2006 is unaudited and does not constitute statutory
accounts. The comparative figures for the year ended 31 December 2006 are not the Group's statutory accounts for that financial
year. The statutory accounts for the year ended 31 December 2006, prepared under UK GAAP, have been reported on by the
Group's auditors and delivered to the Registrar of Companies. The auditors’ report was unqualified and did not contain a statement
under section 237 (2) or (3) of the Companies Act 1985.

The interim financial statements are unaudited but have been reviewed by the auditors and their report to Titan Europe Plc is set out
at the end of this document.



Accounting policies

First time adoption

The Group has applied IFRS 1 ‘First time adoption of International Financial Reporting Standards' in its initial application of IFRS. The
Group is required to select appropriate accounting policies under IFRS and, subject to a few exemptions detailed below, apply them
retrospectively to its financial statements such that all comparative information is presented on the same basis. Accordingly, this
necessitates the restatement of the balance sheet at 1 January 2006, the date of transition (this being the date of the beginning of
the earliest financial year for which full comparative information is required), as well as at 31 December 2006 and the restatement of
the income statement, statement of changes in shareholders’ equity and cash flow statement for the year ended 31 December 2006.

IFRS 1 permits certain exemptions to the full retrospective restatement. The exemptions that have been adopted by the Group are
as follows:

Business combinations — The Group has elected not to restate any of the business combinations occurring before the transition
date, 1 January 2006.

Property, plant and equipment — The Group has elected to adopt the current carrying value at transition as deemed cost.
Employee benefits — The Group has elected to recognise all cumulative actuarial gains or losses at transition.

Share based payments — IFRS2 'Share-based Payments' has only been applied to awards of share options granted after
7 November 2002 which had not vested by 1 January 2006.

Cumulative foreign currency translation differences — The Group has deemed the cumulative translation differences to be zero on
transition and to reclassify any amounts previously recognised under UK GAAP to a separate component of equity.

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power, directly or indirectly, to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights
that are currently exercisable or convertible are taken into account. The financial statements of subsidiaries are included in the
consolidated financial statements from the date of acquisition.

Associates

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating policies.
The consolidated financial statements include the Group's share of the total recognised income and expense of associates on an
equity accounted basis, from the date that significant influence commences until the date that significant influence ceases. When
the Group's share of losses exceeds its interest in an associate, the Group's carrying amount is reduced to nil and recognition of
further losses is discontinued except to the extent that the Group has incurred legal or constructive obligations or made payments
on behalf of an associate. As part of the IFRS transition project a number of GAAP differences were identified in relation to the
associated undertakings of the Group. The impact of these differences has been quantified by Group management and recorded in
the Interim financial information, but as a consequence of the Group's level of visibility of this entity, these adjustments may be
subject to change when the full Annual Report is prepared.

Joint Venture

Joint ventures are those entities where joint control exists and strategic operating, investing and financing decisions require the
consent of a majority of the owners. The consolidated financial statements include the Group's share of the total recognised income
and expense of the joint venture on a gross equity method of accounting.

Intra-Group transactions
Intra-Group transactions and balances and any unrealised gains and losses arising from intra-Group transactions are eliminated.
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Notes to the Interim
Financial Statements e

For the six months ended 30 June 2007

2 Accounting policies (continued)
Presentation of the Income Statement
The format of the income statement adopted by the Group combines the specific requirements of IFRS together with additional
disclosures designed to assist the understanding of the Group’s performance. The format is further explained below.

Profit from operations is the result of the continuing subsidiary companies prior to finance costs. In order to present consistent and
comparable information this is further analysed to show the results of normal trading activities and individually significant items. Such
items arise because of their size or nature and comprise:

® charges relating to the restructuring and rationalisation programme actioned in 2006; and
e the impact of curtailments to the Group’s post-employment schemes.

Net finance costs represent the cash costs and other charges arising from the Group’s financing activities. These have been further
analysed in order to provide clarity over these costs as follows:

® Financing costs represent the Group’s interest cost on outstanding borrowings along with the impact of currency movements on
borrowings denominated in foreign currencies;

e Bond premium redemption charges represent the costs incurred in the early redemption of an element of the outstanding bond;

® Finance charges represent the interest charge associated with the Group’s post-employment obligations, offset by the expected
return on the Group’s pension scheme assets; and

o Other finance charges represent the unwinding of fair value adjustments made to acquired debt instruments.

In 2007 the Group has also reviewed the classification of certain expenses. As a consequence, certain distribution costs which under UK
GAAP were included within operating expenses have been reclassified within costs of sales. For the six months ended 30 June 2006
£2,972,000 has been reclassified and £5,951,000 for the year ended 31 December 2006.

Foreign currency

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies at the balance sheet date are translated at the foreign exchange rate ruling at that
date. Foreign exchange differences arising on translation are recognised in the income statement. Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction. Non-monetary assets such as foreign exchange swaps denominated in foreign currencies that are stated at fair value
are translated at foreign exchange rates ruling at the dates the fair value was determined.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are translated
at foreign exchange rates ruling at the balance sheet date. The revenues and expenses of foreign operations are translated at an
average rate for the period where this rate approximates to the foreign exchange rates ruling at the dates of the transactions.

Exchange differences arising from this translation of foreign operations, and of related qualifying hedges that satisfy the hedging
conditions of IAS 39, are taken directly to retained earnings. They are released into the income statement upon disposal.

The Group has taken advantage of relief available in IFRS 1 to deem the cumulative translation differences for all foreign operations
to be zero at the date of transition to IFRS (1 January 2006).

The functional currency of a subsidiary is determined by certain primary and secondary factors. Once determined, this functional
currency is used and translated for consolidation purposes.



Accounting policies (continued)

Investments in debt and equity securities

Unlisted equity investments are stated at cost less impairment where the investment does not have a quoted market price in an
active market that cannot be reliably measured.

Derivative financial instruments and hedging

Derivative financial instruments

Derivative financial instruments are primarily used to manage the Group's exposure to market risks from changes in interest and
foreign exchange rates. Derivative financial instruments are recognised at fair value.

Where derivative financial instruments are not designated as or not determined to be effective hedges, any gain or loss on the
remeasurement of the fair value is taken to the income statement.

The fair value of interest rate swaps is the estimated amount that the Group would receive or pay to terminate the swap at the
balance sheet date, taking into account current interest rates and the current creditworthiness of the swap counterparties. The fair
value of forward exchange contracts is their quoted market price at the balance sheet date, being the present value of the quoted
forward price.

Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset or liability, or a
highly probable forecast transaction, the effective part of any gain or loss on the derivative financial instrument is recognised directly
in retained earnings. Any ineffective portion of the hedge is recognised immediately in the income statement.

When the forecast transaction subsequently results in the recognition of a non-financial asset or non-financial liability, the associated
cumulative gain or loss remains in the hedging reserve and is reclassified into profit or loss in the same period or periods during
which the asset acquired or liability assumed affects profit or loss, i.e. when a non-financial asset is depreciated.

If a hedge of a forecasted transaction subsequently results in the recognition of a financial asset or financial liability, the associated
gains or losses that were recognised directly in equity are reclassified into profit or loss in the same period or periods during which
the asset acquired or liability assumed affects profit or loss, i.e. when the interest income or expense is recognised.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge relationship
but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point remains in equity and is
recognised in accordance with the above policy when the transaction occurs. If the hedged transaction is no longer expected to take
place, the cumulative unrealised gain or loss recognised in equity is recognised in the income statement immediately.

Property, plant and equipment
Property, plant and equipment are stated at cost, which includes the purchase cost plus costs directly associated with bringing the
asset into use excluding interest, less accumulated depreciation and impairment losses.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of
property, plant and equipment.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part of an item of
property, plant and equipment. Land is not depreciated. The residual values are reassessed on an annual basis. The estimated useful
lives are as follows:

Freehold buildings 33-40 years
Plant and machinery 5-15 years
Tools 4-6 years
Fixtures, fittings and office equipment 3-5 years
Motor vehicles 2-4 years
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2 Accounting policies (continued)
Leases
Leases in which the Group assumes substantially all the risks and rewards of ownership of the leased asset are classified as finance
leases. Where land and buildings are held under finance leases the accounting treatment of the land is considered separately from
that of the buildings. Leased assets acquired by way of finance lease are stated at an amount equal to the lower of their fair value and
the present value of the minimum lease payments at inception of the lease, less accumulated depreciation and impairment losses.

In line with the requirements of IAS 17 sale and leaseback assets are treated as having being sold and reacquired with any gains
recognised over the life of the lease.

Intangible assets

Gooadwill

Goodwill, arising on acquisitions which have occurred since 1 January 20086, represents the difference between the fair value of the
purchase consideration and the fair value of the identifiable net assets and contingencies of an acquired entity. Consideration
includes the attributable costs of the acquisition. In respect of acquisitions which occurred prior to 1 January 2006 goodwill is
included on the basis of its deemed cost, which represents the amount recorded under previous GAAP. This is in accordance with
the transitional provisions of IFRS 1.

Positive goodwill is recognised as an asset in the consolidated balance sheet and is subject to annual impairment review. Goodwill
arising on the acquisition of subsidiary undertakings is recognised separately as an intangible asset in the consolidated balance
sheet. Goodwill arising on the acquisition of associated undertakings is included within the carrying value of the investment.
Negative goodwill is recognised in the income statement immediately. In accordance with the transitional provisions of IFRS 3 —
Business combinations, any goodwill previously written off to reserves remains in reserves.

Goodwill is not amortised but allocated to cash generating units and is tested annually for impairment.

Research and Development
Research expenditure is written off as incurred.

Where development expenditure results in a new or substantially improved product, service or process then such costs will be
capitalised and amortised over the useful life and periodically reviewed for impairment.

Computer software costs

Where computer software is not integral to an item of property plant and equipment its costs are capitalised and categorised as
intangible assets. Amortisation is provided on a straight-line basis over its useful economic life which is between three and

five years.

Other intangible assets
Other intangible assets are stated at cost less accumulated amortisation and impairment losses.

Amortisation is based on the useful economic lives of the assets concerned which are principally as follows:
Licences and patents 3-15 years

Impairment

The carrying amounts of the Group's assets are tested to determine if there is any indication of impairment. Assets which have an
indefinite useful life are not subject to amortisation and are tested for impairment at each balance sheet date. Assets subject to
depreciation and amortisation are reviewed for impairment whenever events or circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised in the income statement based on the amount by which the carrying
amount exceeds the recoverable amount. The recoverable amount is the higher of fair values less costs to sell and value in use.



Accounting policies (continued)

Trade and other receivables

Trade and other receivables are stated at their nominal amount (discounted if material) less impairment losses based on the
Directors’ view of the collectability of those receivables.

Inventories

Inventories are stated at the lower of cost and net realisable value (being the estimated selling price in the ordinary course of
business less estimated costs of completion and selling expenses), cost comprises raw material, direct labour and appropriate
production overheads based on the normal levels of business activity. Provision for slow-moving or obsolete inventories are based
upon the Directors’ view of the recoverable value of the individual items included within inventory, based on ageing reports and
usage reports.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and form an
integral part of the Group's cash management are included as a component of cash and cash equivalents for the purpose only of the
statement of cash flows.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost with any difference between cost and redemption value being recognised
in the income statement over the period of the borrowings on an effective interest basis.

Dividends
Dividends are recognised in the period in which they are approved by the Group’s shareholders or, in the case of an interim dividend,
when the dividend was paid.

Employee benefits

Defined contribution schemes

Obligations for contributions to defined contribution pension schemes are recognised as an expense in the income statement as
incurred.

Defined benefit schemes

For defined benefit pension schemes, the cost of providing benefits is calculated annually by independent actuaries using the
projected unit credit method. The retirement benefit obligation recognised in the balance sheet represents the excess of the
present value of scheme liabilities over the fair value of scheme assets. Differences between the actual and expected returns on
assets and experience gains and losses arising on scheme liabilities during the year, together with differences arising from changes
in assumptions, are recognised in the statement of recognised income and expense in the year.

Contributions to the scheme are paid in accordance with the scheme rules and the recommendation of the actuary. The charge to
the income statement reflects the current service cost of such obligations. The expected return on scheme assets and the interest
cost on scheme liabilities are included within the finance income or finance expenses in the income statement.

Other post-retirement benefit scheme and long-term benefits scheme

For the accrued benefit schemes and long service leave provision the cost of providing benefits is calculated at least annually by
independent actuaries using the projected unit credit method. The accrued benefit obligation recognised in the balance sheet
represents the present value of scheme liabilities. The experience gains and losses arising on scheme liabilities during the year,
together with differences arising from changes in assumptions, are recognised in the statement of recognised income and expense
in the year.

14/15



e Europe e e Report 2007

Notes to the Interim
Financial Statements e

For the six months ended 30 June 2007

2 Accounting policies (continued)
Share-based payment transactions
The share option programme allows Group employees to acquire shares of the ultimate parent company; these awards are granted
by the ultimate parent. The fair value of options granted is recognised as an employee expense with a corresponding increase in
equity. The fair value is measured at grant date and spread over the period during which the employees become unconditionally
entitled to the options. The fair value of the options granted is measured using an option valuation model, taking into account the
terms and conditions upon which the options were granted. The amount recognised as an expense is adjusted to reflect the actual
number of share options that vest except where forfeiture is due only to share prices not achieving the threshold for vesting. In
accordance with the transitional arrangements of IFRS 2 — Share-based payments, no expense is recorded for equity settled option
granted prior to 7 November 2002 nor for those vested by 1 January 2006.

Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past
event, and it is probable that an outflow of economic benefits will be required to settle the obligation. If the effect is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments
of the time value of money and, where appropriate, the risks specific to the liability.

Warranty provisions are made for specific product issues based on an estimate of the likely cost arising. It has been deemed
prudent to provide for an amount based on historical information.

Revenue
Revenue represents the total value of amounts invoiced to all customers in respect of goods or services rendered during the year
net of credit notes, returns and any contractually agreed discounts, excluding value added tax.

Invoices for goods are raised when the risks and rewards of ownership have passed which may differ between customers
depending on the contractual arrangements in place.

Revenue is recognised in the income statement when it can be reliably measured, along with the associated costs, and its
collectability is reasonably assured.

Expenses

Operating lease payments

Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of the lease.
Lease incentives received are recognised in the income statement as an integral part of the total lease expense.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as to produce a constant periodic rate of interest on the remaining
balance of the liability.

Net financing costs

Net financing costs comprise interest payable, finance charges on finance leases, interest receivable on funds invested, dividend
income, foreign exchange gains and losses and gains and losses on hedging instruments that are recognised in the income
statement.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method. Dividend
income is recognised in the income statement on the date the entity’s right to receive payments is established.



2 Accounting policies (continued)
Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the income statement except to the
extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The following temporary differences are not provided for: the initial
recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor taxable profit other than in a
business combination, and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the
foreseeable future. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the
carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the
asset can be utilised.

Significant judgements, key assumptions and estimates

The Group's significant accounting policies are set out above. The preparation of financial statements, in conformity with IFRS,
requires the use of estimates, subjective judgement and assumptions that may affect the amounts of assets and liabilities at the
balance sheet date and reported profit and earnings for the year. The Directors base these judgements on the basis of past
experience, professional expert advice and other relevant evidence. The accounting policies where the Directors consider the more
complex estimates, judgements and assumptions that have to be made are those in respect of intangible assets, derivative financial
instruments, employee benefits and taxation.

Net financing costs

Six months ended Year ended

30 June 30 June 31 December

2007 2006 2006

Unaudited Unaudited Unaudited

£000 £'000 £'000

Net interest expense (5,025) (5,449) (10,708)
Finance foreign exchange income/(expense) 1,137 (701) (725)
(3,888) (6,150) (11,433)
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4 Finance charges

Six months ended Year ended
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited
£000 £'000 £'000
Interest on defined benefit pension plan and long-term employee benefits (258) (330) (661)
Net loss on remeasurement of derivatives to fair value (48) (76) 335
(306) (406) (326)

5 Other finance charges
Six months ended Year ended
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited
£000 £'000 £'000
Unwinding of the fair value adjustment on the Accordo Quadro loans (579) (579) (1,158)
Unwinding of fair value adjustments on the Eurobond 425 419 474
(154) (160) (684)

6 Taxation

The tax on profit on ordinary activities is expected to give rise to an effective rate of approximately 35%, which is lower than the
comparative half year and full year due to the effect of lower taxable profits bases in certain areas.

7 Dividends

Six months ended Year ended

30 June 30 June 31 December

2007 2006 2006

Unaudited Unaudited Unaudited

£000 £'000 £'000

Interim paid nil (2006: 2.00p) per 40p ordinary share — — 1,620
Final paid 4.00p (2006: 3.75p) per 40p ordinary share 3,313 1,471 1,471

3,313 1,471 3,091




8 Earnings per share

Six months ended Year ended
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited
Basic 12.29p 3.67p 9.68p
Diluted 12.15p 3.64p 9.58p
Basic excluding exceptional costs (net of tax) 11.26p 6.78p 13.47p
Diluted excluding exceptional costs (net of tax) 11.13p 6.72p 13.32p
The calculation of basic and diluted earnings per share is based upon:
£'000 £'000 £'000
Earnings for basic and diluted earnings per share calculations 10,180 2,975 7,842
Exceptional items (net of tax):
Post-employment scheme curtailment (854) — —
Restructuring and rationalisation costs — 1,276 1,759
Bond redemption costs — 1,242 1,308
Earnings attributable to ordinary shareholders excluding exceptional costs 9,326 5,493 10,909
No. No. No.
Weighted average number of ordinary shares for basic earnings per share 82,820,624 80,989,000 80,999,036
Impact of share options 985,724 707,221 892,287
Weighted average number of ordinary shares for diluted earnings per share 83,806,348 81,696,221 81,891,323
Reconciliation to net debt
As at As at As at
30 June 30 June 31 December
2007 2006 2006
Unaudited Unaudited Unaudited
£000 £'000 £'000
Net debt at 1 January (119,578) (179,439) (179,439)
Increase/(decrease) in cash 3,964 (28,379) (28,628)
Movement in borrowings (4,436) 84,388 87,540
Movement in liquid resources (85) (146) 8
Acquisitions 22 — —
Other non-cash changes (414) (3,270) (2,187)
Exchange adjustments 233 77 3,128
Net debt at end of the period (120,294) (126,769) (119,578)
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10 Explanation of transition to IFRS

(a

-

The accounting policies set out in note 2 have been applied in preparing the consolidated interim financial statements for the six
months ended 30 June 2007, the comparative information for the six months ended 30 June 2006 and the year ended
31 December 2006, and the preparation of the opening IFRS balance sheet as at 1 January 2006 (the Group's date of transition).

In preparing its opening balance sheet and comparative information for the six months ended 30 June 2006 and the year ended

31 December 2006, the Group has adjusted amounts previously reported in financial statements prepared in accordance with
UK GAAP.

A full explanation of the principal changes in accounting policies and how the transition from UK GAAP to IFRS has affected the
Group's income statement, balance sheet and net equity was published on 26 July 2007. A copy of the full document can be
obtained from the Company’s Corporate website www.titaneurope.com by clicking on the news & events section.

IFRS reconciliation of income statement comparatives

Six months ended 30 June 2006 Year ended 31 December 2006
Published IFRS Restated Published IFRS Restated
UK GAAP  adjustments  under IFRS UK GAAP  adjustments  under IFRS
Notes £'000 £'000 £'000 £'000 £'000 £'000
Revenue 193,064 — 193,064 368,006 — 368,006
Cost of sales def (160,002) (2,946) (162,948) (302,226) (5,891) (308,117)
Gross profit 33,062 (2,946) 30,116 65,780 (5,891) 59,889
Operating expenses ab,cef (19,596) 4,564 (15,032) (38,827) 9,323 (29,504)
Trading profit 13,466 1,618 15,084 26,953 3,432 30,385
Restructuring and
rationalisation costs (1,914) — (1,914) (2,626) — (2,626)
Profit from operations 11,552 1,618 13,170 24,327 3,432 27,759
Net financing costs a,g (6,310) 160 (6,150) (11,949) 516 (11,433)
Bond premium redemption costs (1,863) — (1,863) (1,957) — (1,951)
Finance charges a (330) (76) (406) (661) 335 (326)
Other finance charges g — (160) (160) — (684) (684)
Share of profit of associate
and joint venture 975 — 975 1,645 — 1,645
Profit before taxation 4,024 1,542 5,566 11,411 3,599 15,010
Income tax expense a,b,d (2,081) (510) (2,591) (5,484) (1,684) (7,168)
Profit attributable to equity
holders of the parent 1,943 1,032 2,975 5,927 1,915 7,842
Earnings per share (pence)
Basic 2.41p 3.67p 7.33p 9.68p

Diluted 2.38p 3.64p 7.24p 9.58p




10 Explanation of transition to IFRS (continued)
(b) IFRS reconciliation of balance sheet comparatives

Six months ended 30 June 2006 Year ended 31 December 2006
Published IFRS Restated Published IFRS Restated
UK GAAP  adjustments  under IFRS UK GAAP  adjustments  under IFRS
Notes £'000 £'000 £000 £'000 £'000 £000
ASSETS
Non-current assets
Intangible assets a,b 47,595 1,491 49,086 51,035 3,452 54,487
Property, plant and equipment b,c 140,639 2,940 143,579 122,161 2,476 124,637
Investments 9,760 — 9,760 10,668 — 10,668
Trade and other receivables d — 440 440 3,620 35 3,655
Income tax recoverable e 1,334 (1,334) — 1,221 (1,221) —_
Deferred taxes cdeqg — 8,912 8,912 8,601 8,372 16,973
Total non-current assets 199,328 12,449 211,777 197,206 13,114 210,320
Current assets
Inventories 85,154 — 85,154 92,856 — 92,856
Trade and other receivables d 104,791 5 104,796 90,057 424 90,481
Income tax recoverable 756 — 756 659 (54) 605
Deferred taxes deg 8,085 2,009 10,094 6,674 1,473 8,147
Cash and cash equivalents 16,111 — 16,111 16,986 — 16,986
Total current assets 214,897 2,014 216,911 207,232 1,843 209,075
Total assets 414,225 14,463 428,688 404,438 14,957 419,395
LIABILITIES
Non-current liabilities
Borrowings (122,172) — (122,172) (124,127) — (124,127)
Trade and other payables cd (8,849) (1,523) (10,372) (24) (1,344) (1,368)
Income tax and other tax payable — — —_ (368) — (368)
Deferred taxes cdef (8,865) (457) (9,322) (7,5619) (1,126) (8,645)
Provisions (255) — (255) (749) — (749)
Employee benefits f.g (9,597) (5,344) (14,941) (9,746) (5,125) (14,871)
Total non-current liabilities (149,738) (7,324) (157,062) (142,533) (7,595) (150,128)
Current liabilities
Borrowings (17,836) — (17,836) (13,798) — (13,798)
Trade and other payables cd (96,660) (808) (97,468) (95,448) (615) (96,063)
Income tax and other tax payable d (6,528) 57 (6,471) (6,199) — (6,199)
Deferred taxes cde — (2,570) (2,570) (1,495) (1,934) (3,429)
Provisions (5,880) — (5,880) (3,167) — (3,167)
Employee benefits g (1,040) (172) (1,212) (1,020) (456) (1,476)
Total current liabilities (127,944) (3,493) (131,437) (121,127) (3,005) (124,132)
Total liabilities (277,682) (10,817) (288,499) (263,660) (10,600) (274,260)
Net assets 136,543 3,646 140,189 140,778 4,357 145,135
Equity
Issued share capital 32,396 — 32,396 33,128 — 33,128
Share premium account 73,788 — 73,788 77,112 — 77,112
Other reserves 6,458 — 6,458 6,458 — 6,458
Retained earnings 23,518 3,646 27,164 24,080 4,357 28,437
Total shareholders’ equity 136,160 3,646 139,806 140,778 4,357 145,135
Minority interest 383 — 383 — — —
Total equity 136,543 3,646 140,189 140,778 4,357 145,135
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10 Explanation of transition to IFRS (continued)
(c) Reconciliation of equity

1 July 31 December 30 June

2006 2006 2007

£'000 £'000 £'000
Equity under UK GAAP 136,543 140,778 150,347
Financial derivatives (38) 67 221
Employee benefits (5) (5) (11)
Intangibles 1,320 2,931 —
Leases 349 344 428
Income tax 2,020 1,020 2,339
Equity under IFRS 140,189 145,135 153,324

Explanatory notes to the UK GAAP to IFRS reconciliations

Income statement

a.

Under IFRS derivative instruments are fair valued and held on the balance sheet. Subsequent movements in the fair value are
recognised in the income statement unless hedge accounting is applied. This has resulted in a charge to the income
statement of £87,000 for the six months ended 30 June 2006 and a credit to the income statement of £159,000 for the year
ended 31 December 2006.

Generally the pension and post-employment accounting treatments under UK GAAP and IFRS are the same except for the
calculation of the German pension accrual which under IFRS recognises a future portion of a retirement provision. This has
resulted in a credit to the income statement of £62,000 for the six months ended 30 June 2006 and a credit to the income
statement of £62,000 for the year ended 31 December 2006.

Under UK GAAP, goodwill was amortised over its estimated useful life. Under IFRS 3 ‘Business Combinations’, goodwill is
not amortised but is subject to annual impairment review. This has resulted in a credit to the income statement of £1,320,000
for the six months ended 30 June 2006 and a credit to the income statement of £2,931,000 for the year ended

31 December 2006.

Previously under UK GAAP certain assets subject to finance sale and leaseback were treated as having been retained rather
than sold and re-acquired and hence no profit on disposal was recognised. On the adoption of IAS 17 the gain arising on the
sale and leaseback entered into by Titan Italia SpA in 2003, relating to the Siria property, has been recognised. This has
resulted in a credit to the income statement of £246,000 for the six months ended 30 June 2006 and a credit to the income
statement of £447,000 for the year ended 31 December 2006.

The income tax has been adjusted to reflect the tax effect of the above adjustments, this has resulted in a charge to the
income statement of £146,000 for the six months ended 30 June 2006 and a charge to the income statement of £362,000 for
the year ended 31 December 2006.

Under UK GAAP certain temporary differences were not recognised. The effect under IFRS of recognising these differences
has resulted in a charge to the income statement of £364,000 for the six months ended 30 June 2006 and a charge to the
income statement of £1,322,000 for the year ended 31 December 2006.

Under UK GAAP certain distribution costs were classified as operating expenses. Under IFRS these variable distribution costs
have been re-classified as cost of sales. For the six months ended 30 June 2006 £2,974,000 has been reclassified and
£5,951,000 for the year ended 31 December 2006.

As allowed by IAS 1 the charges relating to the unwinding of fair value adjustments on the Accordo Quadro loans and
Eurobond have been reclassified to “Other finance charges” to reflect the non-cash flow nature of the charges. For the six
months ended 30 June 2006 £160,000 has been re-classified and £516,000 for the year ended 31 December 2006.



10 Explanation of transition to IFRS (continued)

Balance sheet

a.

b.

The increase in intangibles represents the write-back of amortisation previously charged under UK GAAP.

Under IAS38 ‘Intangible Assets’, software costs are classed as intangible assets. They have therefore been reclassified from
property, plant and equipment. There is no impact on the income statement or net assets.

The increase in property, plant and equipment represents the impact of the sale and leaseback transaction with the associated
impacts on deferred tax and trade and other payables.

The increase reflects the recognition of the financial instruments with the associated tax and deferred tax impacts.

Under IAS 12 the calculation of deferred tax can be different to that under UK GAAP. This increase in the deferred tax
represents the recognition of certain timing differences.

The increase in the employee benefits is a result of the recognition of a retirement accrual not recognised under UK GAAP.

Under UK GAAP post-employment benefits were shown net of deferred tax, under IFRS the deferred tax has been reclassified
to the current and non-current deferred tax asset. For the six months ended 30 June 2006 £5,336,000 has been re-classified
from current post-employment benefits to current deferred tax asset and £172,000 has been re-classified from non-current
post-employment benefits to non-current deferred tax asset. For the year ended 31 December 2006 £5,117,000 has been
re-classified from current post-employment benefits to current deferred tax asset and £456,000 has been re-classified from
non-current post-employment benefits to non-current deferred tax asset. These adjustments had no impact on the income
statement.
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Independent review report to
Titan Europe Plc

Introduction

We have been instructed by Titan Europe Plc (the “Group”) to review the financial information for the six months ended 30 June 2007
which comprises consolidated interim balance sheet as at 30 June 2007 and the related consolidated interim statements of income,
cash flows and changes in shareholders’ equity for the six months then ended and related notes. We have read the other information
contained in the interim report and considered whether it contains any apparent misstatements or material inconsistencies with the
financial information.

Directors’ responsibilities

The interim report, including the financial information contained therein, is the responsibility of, and has been approved by the Directors.
The Directors are responsible for preparing the interim report in accordance with the AIM Rules for companies which require that the
financial information must be presented and prepared in a form consistent with that which will be adopted in the Company's annual
financial statements.

This interim report has been prepared in accordance with the basis set out in Note 2. As disclosed in Note 1, the next annual financial
statements of the Group will be prepared in accordance with IFRSs as adopted by the European Union. The accounting policies are
consistent with those that the Directors intend to use in the next annual financial statements.

Review work performed

We conducted our review in accordance with guidance contained in Bulletin 1999/4 issued by the Auditing Practices Board for use in the
United Kingdom. A review consists principally of making enquiries of Group management and applying analytical procedures to the
financial information and underlying financial data and, based thereon, assessing whether the disclosed accounting policies have been
applied. A review excludes audit procedures such as tests of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a lower level of assurance. Accordingly, we do not express an audit
opinion on the financial information. This report, including the conclusion, has been prepared for and only for the Group for the purpose
of the AIM Rules for companies and for no other purpose. We do not, in producing this report, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by
our prior consent in writing.

Review conclusion
On the basis of our review we are not aware of any material modifications that should be made to the financial information as presented
for the six months ended 30 June 2007.

Q"""’VL_‘—Q‘V’ PR

PricewaterhouseCoopers LLP
Chartered Accountants
Birmingham

21 September 2007

Notes:

(a) The maintenance and integrity of the Titan Europe Plc website is the responsibility of the Directors; the work carried out by the
auditors does not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that
may have occurred to the interim report since it was initially presented on the website.

(b) Legislation in the United Kingdom governing the preparation and dissemination of financial information may differ from legislation
in other jurisdictions.
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