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Castle Cement Limited

DIRECTORS’ REPORT

The Directors present their report and the audited financial statements for the year ended 31 December
2008,

PRINCIPAL ACTIVITY
The Company’s principal activity is the manufacture and sale of cement.

FINANCIAL RESULTS AND BUSINESS REVIEW

The results for the year are shown in the profit and loss account, on page 7. The Company made a profit before
taxation of £21,524,000 (2007: £18,262,000).

An interim dividend of 21.43p (2007: 20.00p) per ordinary share, amounting to £15,000,000 {2007:
£14,000,000) was paid during the year. The Directors do not recommend the payment of a final dividend (2007:
£ENil)

The Directors have noted the results for the year, are satisfied with the Company’s position at the year end and
consider it is well placed to take advantage of opportunities as they arise in the future.

The Company forms part of the Hanson UK operating division of HeidelbergCement AG. The division is
managed along operational lines rather than by statutory entity. The Hanson UK operating division incorporates
a number of statutory entities.

Key performance indictors (KPI's) are managed at a divisional level. As a result, the Directors have taken the
decision not to disclose performance against KPI's in individual subsidiary financial statements. Management
assess divisional performance against a number of financial KPI's including turnover, profitability, sales
volumes, average selling prices, and market share alongside other non financial KPI's such as health and safety
records and levels of customer satisfaction. Group performance against KPI’s is disclosed in the financial
statements of HeidelbergCement AG.

DEVELOPMENTS DURING THE YEAR

Due to deteriorating market conditions in 2008, management implemented a number of productivity
improvemnent and cost reduction measures to retain the Company’s competitive advantage. This has led to
restructuring costs of £3,986,000.

FUTURE DEVELOPMENTS

The acute downturn in the UK economy and the resultant slump in the construction industry is expected to
continue to have a significant impact on the Company's activity in 2009. As a result the Company anticipates
that volumes will decline further and that competition will intensify. There seems little likelihood of any
significant improvement in the Company's core markets until at least 2010.

The Company has already taken the necessary actions, in culting production capacity and reducing its
overheads, to enable it to be well positioned to deal with these difficult times.

PRINCIPAL RISKS AND UNCERTAINTIES

. Market demand risk

The demand for many of the products preduced by the Company is closely linked with economic conditions. As
a result, depressed economic conditions in the United Kingdom could have an adverse effect on demand for
and pricing of the Company’s products which could result in reduced sales and profits,

Most of the markets in which the Company operates are extremely competitive. Local factors such as the
number of competitors and production capacity, the proximity of natural resources, economic conditions and
product demand exert further competitive pressure. The pricing policies of the Company's competitors in the
markets in which it operates can have an adverse effect on the demand for and pricing of the Company’s
products. Consequently the Company’s profitability may be affected.




Castle Cement Limited

DIRECTORS’ REPORT (continued)

PRINCIPAL RISKS AND UNCERTAINTIES (continued)

. Seasonality risk

Extended periods of inclement weather, especially periods of heavy or sustained rainfall during peak
construction periods can result in a material reduction in demand for the Company's products. It may also
impact the Company’s ability to produce products and consequently result in reduced revenues and profits.

. Regulatory risk

Government policy relating to the development of transport infrastructure and housing have a significant effect
on demand for the Company’s products and, as a result, the Company’s profitability. Decreases in
govermnmental funding or in the allocation of those funds for transport infrastructure and housing projects could
reduce the funds available for spending on the Company’s products, therefore potentially reducing sales and
profits.

Changes in government policy or legislation relating to planning, the environment, health and safety and
industry related taxes could significantly affect the Company’s regulatory compliance and other operating costs.
Numerous governmental approvals are required for the Company’s operations. In the past the Company has
been reguired to make significant capital expenditure to comply with planning, water, air and solid and
hazardous waste regulations. The Company may be required to make similar expenditure in the future to ensure
business continuity.

. Energy risk

The Company is a significant purchaser of energy and fuel for the processing and transport of its products. The
cost of energy and fuel fluctuates, sometimes by significant amounts. Increases in these costs can significantly
impact the Company’s costs and disrupt its operations. The profitability of the Company could be adversely
affected if the Company was not able to recoup such costs in the prices of its products. The Company also
attempts to limit its exposure to these risks by entering into hedges where appropriate. Transport logistics play
an important part in the Company’s supply chain. Any material disruption to, or lack of availability, of such
transport support could significantly impact operating costs and reduce profitability.

. Systems compliance risk

The implementation of software to improve the efficiency and effectiveness of various business processes is an
important contributer to the Company’s ongoing operations. Failure to design, select appropriate suppliers and
implement such systems effectively could result in unplanned costs or reduced ievels of customer satisfaction.
This could adversely affect the Company’s results and profitability.

. Credit risk

Credit risk is the risk of the Company suffering from the failure of a counterparty to settle a debt to the
company. The Company limits financial credit risk by ensuring appropriate credit checks are carried out on new
customers.

RESEARCH AND DEVELOPMENT

The Company is fully committed to research and development. It continually reviews the range of products it
produces in order to meet the changing requirements of the market place. Research and development costs are
written off in the year in which they are incurred. The Company jointly contributes to the overall funding of the
British Cement Association which carries out research on behalf of the industry.

CHARITABLE CONTRIBUTIONS
During the year, the Company made charitable contributions totalling £65,000 (2007: £66,000).




Castle Cement Limited

DIRECTORS’ REPORT (continued)

DIRECTORS
The Directors currently in office are shown on page 1.

The Directors who served during the year were as follows:

M A Eberlin (resigned 13 June 2008)

I L Flavel! (resigned 13 June 2008)

A MP Kern (resigned | February 2008 and reappointed 28 May 2008}
K A Schwind (resigned | February 2008)
P K W Lukas

Dr B Scheifele

Dr L Niger

P 1 O'Shea (appointed 1| February 2008)
C Leclercq (appointed 28 May 2008)

R D ven Achien (appointed 28 May 2008)

1 P Morrish (appointed 13 June 2008)

E A Gretton (appointed 13 June 2008)

D H I Gauthier was appointed as a Director of the Company on 30 July 2009.

DIRECTORS’ INDEMNITY

A fellow group undertaking has indemnified, by means of directors and officers’ liability insurance, one or
more Directors of the Company against liability in respect of proceedings brought by third parties, subject to
the conditions set out in the Companies Act 2006. Such qualifying third party indemnity provision was in force
during the year and is in force as at the date of approving the Directors' Report.

EMPLOYEE INVOLVEMENT
The Company carries out its business through a regional structure, consisting of business units.

Each of these business units is encouraged to make its employees aware of the financial and economic factors
affecting the performance of their etnploying unit. Such businesses evolve their own consultative policies.
Methods of communication used include bulletins, intranet and management briefings. Employment policies
are designed to provide equal opportunities irrespective of colour, ethnic or national origin, sex or marital
status. Full consideration is given to the employment, training and career development of disabled persons
subject only to their aptitudes and abilities. The Company makes every effort to treat disabled persons equally
with others.

Training for employees continues in line with the economic climate prevailing within each of the businesses.
Courses and seminars are held particularly in the field of industry associated technology.

SUPPLIER PAYMENT PRACTICE

It is the Company’s policy that payments to suppliers are made in accordance with those terms and conditions
agreed between the Company and its suppliers, provided that all trading terms and conditions have been
complied with.

At 31 December 2008, the Company had an average of 30 days (2007; 42 days) purchases outstanding in trade
creditors.

EVENTS SINCE THE BALANCE SHEET DATE

HeidelbergCement AG entered into a re-financing agreement on 16 June 2009, which extended the repayment
of its loan facility to 15 December 2011. Under the terms of this agreement HeidelbergCement AG has
procured that certain of its subsidiaries, including Castle Cement Limited, will provide guarantees to the
facility’s arrangers.




Castle Cement Limited

DIRECTORS’ REPORT (continued)

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

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

Company law requires the Directors to prepare financial statements for each financial year. Under that law, the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). The financial
statements are required by law to give a true and fair view of the state of affairs of the Company and of the
profit or loss of the Company for that period. In preparing those financial statements, the Directors are required
to:

— select suitable accounting policies and then apply them consistently;
— make judgements and estimates that are reasonable and prudent;

— state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

— prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business,

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

DISCLOSURE OF INFORMATION TO THE AUDITORS

The Directors who held office at the date of approval of this Directors’ Report each confirm tha, so far as they
are aware, there is no relevant audit information (as defined in the Companies Act 1985) of which the
Company’s auditors are unaware; and that they have each taken all the steps that ought to have been taken as a
Director of the Company to make himself aware of any relevant audit information and to establish that the
Company’s auditors are aware of that information.

AUDITORS

Emst & Young LLP, having confirmed their willingness to act, will continue in office as auditors to the
Company.

By order of the board

s

fean
R TV Tyson
Company Secretary

23 October 2009




INDEPENDENT AUDITOR'S REPORT

to the members of Castle Cement Limited

We have audited the Company’s financial statements for the year ended 31 December 2008, which
comprise the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance
Sheet and the related notes | to 26. These financial statements have been prepared under the accounting
policies set out therein.

This report is made solely to the Company's member, as a body, in accordance with Section 235 of the
Companies Act 1985. Our andit work has been undertaken so that we might state to the Company's
member 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 member as a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable United
Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are
set out in the Statement of Directors' Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and [reland).

We repert to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985. We also report to you whether in our
opinion the information given in the Directors' Report is consistent with the financial statements.

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

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Company's circumstances, consistently applied and
adequately disclosed.

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

Opinicn

In our opinion:

— the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the Company’s affairs as at 31 December 2008 and of the
Company’s profit for the year then ended;

— the financial statements have been properly prepared in accordance with the Companies Act 1985; and
— the information given in the Directors’ Report is consistent with the financial statements.

E-r€ £ Morany (L

Ernst & Young LLP, Registered Auditor
Bristol.

29« Ochrbu 2004




CASTLE CEMENT LIMITED

PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2008

TURNOVER
Change in stocks of finished goods and in work in progress
Other operating income

Raw materials and consumables

Other external charges

Staff costs

Depreciation

Other operating charges

Other operating charges - exceptional items
OPERATING PROFIT

Profit/(loss) on disposal of tangible fixed assets
Interest receivable and similar income

Other finance income

Interest payable and similar charges

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Tax on profit on ordinary activities

PROFIT FOR THE FINANCIAL YEAR

Note

~J On Lh

All of the Company’s results for the year arise from continuing operations.

2008 2007
£2000 £2000
{restated)
198,210 215,389
5,213 (1,266)
26,276 11,416
229,699 225,539
(56,097) {(61,586)
173,602 163,953
(79,230) (72,834)
(40,945) {40,150)
(17,471) (17,688)
(5,677 (5,204)
(5,003) {1,456)
25,276 26,621
370 (3,962)
75 26
298 754
(4,495) (5,177)
21,524 18,262
643 (3,117
22,167 15,145

There are no material differences between the profit on ordinary activities before taxation and profit for the year

stated above and their historical cost equivalents.

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

for the year ended 31 December 2008

Profit for the financial year
Actuarial (loss) / gain on defined benefit pension scheme
Movement on deferred tax relating to pension liability

Total gains and losses recognised for the year

2008 2007
£2000 £2000
22,167 15,145

(25,333) 3,994

7,093 (1,512)

3,927 17,627




CASTLE CEMENT LIMITED

BALANCE SHEET
at 31 December 2008

FIXED ASSETS
Intangible fixed assets
Tangible fixed assets
Investments

CURRENT ASSETS
Stock

Debtors

Cash at bank and in hand

CREDPITORS: Amounts falling due within one year
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES
PROVISIONS FOR LIABILITIES AND CHARGES
NET ASSETS EXCLUDING PENSION LIABILITY
DEFINED BENEFIT PENSION LIABILITY

NET ASSETS

CAPITAL AND RESERVES
Called up share capital
Profit and loss account

EQUITY SHAREHOLDERS®’ FUNDS

Note

11
12
13

14
15

23

18
19

2008 2007
£000 £'000
{restated)
20,065 -
161,252 172,586
63,908 64,622
245,225 237,208
30,258 22,297
57,179 33,057
10,748 6,262
98,185 61,616
{173,559 (162,841)
{75,374) (101,225)
169,851 135,983
(59,384) (31,579)
110,467 104,404
(27.504) (10,368)
82,963 04,036
70,000 70,000
12,963 24,036
82,963 94,036

The financial statements on pages 7 to 25 were approved by the Board of directors and signed on their behalf

by:

C Leclerc l

Director

23 October 2009
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2008

ACCOUNTING POLICIES

Basis of preparation

The financial statements have been prepared under the historical cost convention, in accordance with
applicable UK Accounting Standards and on the going concern basis as the Company’s ultimate parent
company has committed to support the Company for the foreseeable future in order that it can meet its
liabilities as they fall due.

Cash flow statenent
In accordance with FRS 1 (revised), the Company has not prepared a cash flow statement as it is a wholly
owned subsidiary undertaking in the group headed by HeidelbergCement AG.

Group accounts

No consolidated group accounts have been prepared because at 31 December 2008, the Company was a
wholly owned subsidiary undertaking of HeidelbergCement AG (incorporated in Germany) and thus satisfies
the conditions for exemption under Section 228 of the Companies Act 1985. These financial statements
contain information about the Company as an individual undertaking, and not its group.

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Assets and liabilities
denominated in foreign currencies are translated at the rate of exchange ruling at the Balance Sheet date or, if
appropriate, at the forward contract rate. All exchange differences are recognised in the profit and loss account.

Research and Development
Research and devefopment expenditure is written off against profits as incurred.

Emission allowances

The Company, as a manufacturer of Cement is involved in the European Emission Trading Scheme (‘EU ETS"),
which aims to reduce greenhouse gas emissions. The second National Allocation Plan for the allocation of
emissions allowances (‘EUAS’) spans a period of five years (2008-2012).

The Company’s participation in the EU ETS, in which it has been allocated allowances for no consideration to
emit a fixed tonnage of carbon diexide in a fixed period of time, gives rise to an intangible asset for the
allowances, a government grant and a liability for the obligation to deliver allowances equal to the emissions that
have been made during the compliance period.

Emissions recorded as intangible assets are recognised when the Company is able to exercise control and are
measured at market value on the date of initial recognition (in accordance with SSAP4 Accounting for
Government Grants). The market value of the emissions allowances is measured according to the average price of
the stock market of the European Union (European Union Allowances) provided by the ECX-European Climate
Exchange (index used as benchmark price as this is the most liquid market and provides the most stable price
signal). The allowances are not depreciated as their book value equals their residual value and therefore its
depreciable basis is zero. Lf the market value of emission allowances falls significantly below the carrying amount,
and the decrease is considered permanent, then an impairment charge is recognised for allowances which the
Company will not use internally.

The liability to deliver allowances is recognised based on the actual emissions. This liability will be settled using
the allowances available, measured at the carrying amount of those allowances, with any excess emissions being
measured at the market value of the allowances at the period end.

In the profit and loss, the Company will expense emissions made at the market value of the allowances at their
grant date, together with purchased emission rights at their purchase price. Such costs will be offset by the income
from the original grant of allowances used at their fair value at the grant date, together with income from the sale
of unused allowances.

The profit and loss will be neutral in respect of all allowances consumed that were within the original grant. Any
net effect represents either the costs of purchasing additional allowances to cover excess emissions, the sale of
unused allowances or impairment of allowances not required for internal use.
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the vear ended 31 December 2008

ACCOUNTING POLICIES (continued)

Leasing commitments
Rentals payable under operating leases are charged in the profit and loss account on a straight line basis over the
lease term.

Tangible fixed assets and depreciation

All fixed assets are initially stated at cost. Finance costs that are directly attributable to the construction of tangible
fixed assets are capitalised. Depreciation is provided on all tangible fixed assets, with the exception of assets in the
course of construction and freehold land, at rates calculated to write off the cost, less estimated residual value, of
cach asset evenly over its expected useful life, as follows:

Freehold buildings 20 years
Short leasehold property over the lease term
Plant and machinery between 5 and 20 years

Mineral depletion is provided based on the tonnage of material extracted during the year. No depreciation is
provided on non mineral bearing freehold land.

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable.

i) Fixed asset Investments
Investments are stated at cost less provision for impairment.

f) Stocks
Stocks are stated at the lower of cost and net realisable value, on a first in first out basis. Cost includes all raw
materials, direct labour and expenses, and an appropriate proportion of production and other overheads. Full
provision is made against slow moving or obsolete stocks based on historical experience and current market
conditions.
Net realisable value is based on estimated selling price less any further costs expected to be incurred to completion
and disposal.

k) Deferred taxation

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date, where transactions or events have occurred that will result in an obligation to pay more, or right
to pay less or to receive more tax, with the following exceptions:

- Provision is made for tax on gains arising from the revaluation of fixed assets (and similar fair value
adjustments), or gains on disposal of fixed assets only to the extent that, at the balance sheet date, there is a
binding agreement to dispose of the assets concerned. However, no provision is made when, on the basis of all
the available evidence at the balance sheet date, it is more likely than not that the taxable gain will be rolled over
into replacement assets and charged to tax when the replacement assets are sold.

- Deferred tax assets are recognised only to the extent that the directors consider it more likely than not that there
will be suitable taxable profits from which the underlying timing differences can be deducted.

Deferred tax is 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.

10
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

ACCOUNTING POLICIES (continued)

Pensions

The cost of providing benefits under the defined benefit plans is determined using the projected unit method,
which attributes entitlement to benefits to the current period (to determine current service cost) and to the current
and prior periods (to determine the present value of defined benefit obligations) and is based on actuarial advice.
Past service costs are recognised in profit or loss on a straight-line basis over the vesting period or immediately if
the benefits have vested. When a settlement or a curtailment occurs the change in the present value of the scheme
liabilities and the fair value of the scheme assets reflects the gain or loss which is recognised in the profit and loss
account. Losses are measured at the date that the employer becomes demenstrably committed to the transaction
and gains when all parties whose consent is required are irrevocably committed to the transaction.

The interest element of the defined benefit cost represents the change in present value of scheme obligations
relating from the passage of time, and is determined by applying the discount rate to the opening present value of
the benefit obligation, taking into account material changes in the obligation during the year. The expected return
on scheme assets is based on an assessment made at the beginning of the year of long-term market returns on
scheme assets, adjusted for the effect on the fair value of scheme assets of contributions received and benefits
paid during the year. The difference between the expected return on scheme assets and the interest cost is
recognised in the income statement as other finance income or expense.

Actuarial gains and losses are recognised in full in the statement of total recognised gains and losses in the period
in which they occur.

The defined benefit pension asset or liability in the balance sheet comprises the total for each scheme of the
present value of the defined benefit obligation {using a discount rate based on high quality corporate bonds that
have been rated at AA or equivalent status), less any past service cost not yet recognised and less the fair-value of
scheme assets out of which the obligations are to be settled directly. Fair value is based on market price
information and in the case of quoted securities is the published bid price.

m) Restoration

n

2

q)

T

The Company aims to reinstate land following mineral extraction or industrial occupation to a beneficial use as
soon as is reasonably practicable. This is done by consulting with interested parties to ensure that the after use is
appropriate to both the needs of focal people and the natural environment.

The Company makes a provision on a discounted basis to return a quarry site to a decontaminated, cleared and
improved site and to make provision to restore the present extracted areas to currently anticipated afier use. The
unwinding of discounts relating to restoration are expensed to the profit and loss account and included in interest
payable.

Provisions for liabilities
A provision is recognised when the Company has a 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.

Provisions for the expected costs of rectification, kiln repairs and rationalisation are charged against profits when
required. The effect of the time value of money is not material and therefore the provisions are not discounted.

Revenne recognition

Revenue is recognised to the extent that the Company obtains the right to consideration in exchange for its
performance. Revenue is measured at the fair value of the consideration received, including aggregates levy but
excluding discounts, rebates, value added tax and other sales taxes or duty.

Interest bearing loans

All interest bearing loans and borrowings are initially recognised as net proceeds. After initial recognitions debt
is increased by the finance cost in respect of the reporting period and reduced by payments made in respect of
debts in the period.

Prior year adjustment

The directors have reviewed the prior year comparatives and feel that it is appropriate to reclassify certain
amounts in the profit and loss account and balance sheet. There has been no impact to the reported profit for the
financial year or net assets as a result of these reclassifications.

Interest income
Revenue is recognised as interest accrues using the effective interest method.




CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

TURNOVER
Turnover, pre-tax profil and net assets are attributable to the Company’s one principal activity, that of the
manufacture and sale of cement. All sales are made in the United Kingdom.

OPERATING PROFIT
Operating profit is stated after charging:

2008 2007
£000 £000
(restated)
Operating lease rentals:
- plant and machinery 4,169 4,508
- land and buildings 1,533 1,200
Depreciation of owned assets 17,471 17,688
Foreign exchange loss 3,278 137
Auditors’ remuneration:
- audit fees 74 70
- nen audit fees — taxation services 17 62
EXCEPTIONAL ITEMS
2008 2007
£000 £000
(restated)
Restructuring costs 3,986 -
Impairment of investments in subsidiary undertakings 714 -
Impairment for ameounts due from group undertakings 303 1,456
5,003 1,456

Due to deteriorating market conditions in 2008, management implemented a number of productivity
improvement and cost reduction measures to ensure that the Company is able to retain its competitive
advantage. This has led to the recognition of restructuring costs of £3,986,000.

INTEREST RECEIVABLE AND SIMILAR INCOME

2008 2007

£000 £°000

Interest receivable from group undertakings 4 26

Other interest receivable 7l -

75 26

OTHER FINANCE INCOME

2008 2007

£°000 £7000

(restated)

Expected return on pension scheme assets (Note 23) 11,045 9.976
Interest on pension scheme liabilities (Note 23) (10,747 (8,222)

298 754




CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

INTEREST PAYABLE AND SIMILAR CHARGES

2008 2007
£'000 £000
Interest payable to group undertakings 4,158 4,682
Other interest payable t 220
Unwinding discount on provisions (note 17} 336 275
4,495 5,177
STAFF COSTS
2008 2007
£7000 £000
(restated)
Wages and salaries 31,413 30,228
Social security costs 2,556 2,627
Pension costs (note 23) 6,381 6,558
Welfare and employee amenities 595 137
40,945 40,150
The average monthly number of employees during the year was as follows:
2008 2007
No. No.
Production 442 494
Distribution 429 503
Administration 78 100
949 1,097
DIRECTORS’ EMOLUMENTS
2008 2007
£°000 £000
Aggregate emoluments (including benefits in kind) 869 642
Compensation for loss of office 466 -
Pension contributions - -
1,335 642

The aggregate emoluments {including benefits in kind) of the highest paid director were £132,376 (2007:
£187,209). The Company contributed £Nil (2007: £Nil) to his pension during the year. His accrued pension at the
year end was £Nil (2007: £Nil).

No. No.

Number of directors accruing benefits under defined benefit pension schemes is: | 4

13
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

TAX ON PROFIT ON ORDINARY ACTIVITIES
{a) Charge for the year

Current tax:

UK corporation tax on profit for the year
Adjustment in respect of previous years
Total current tax

Deferred Tax:

Origination and reversal of timing differences

Effect of changes in tax rate on opening liability
Adjustment in respect of prior years

Reversal of provision on Industrial Buildings Allowances
Pension timing differences

Total deferred tax

Tax on profit on ordinary activities

(b) Tax included in the statement of total recognised gains and losses

Current tax:
UK corporation tax

Deferred Tax:
Actuarial loss on pension scheme
Pension timing differences

Total tax included in the statement of total recognised gains and losses

(c) Factors affecting the tax charge for the year

2008 2007

£000 £'000

- 7.764
- (4,128)

- 3,636
(1,117) (2,068)
- (1,979)

45 2,786

- 361

429 381
(643) (519)

(643) 3,117

2008 2007

£7000 £000
6,664 (1,893)
429 381
7,093 (1,512)

The tax assessed for the year is different to the standard rate of corporation tax in the UK of 28.5% (2007:

30%). The differences are explained below:
Profit on ordinary activities before tax

Profit on ordinary activities multiplied by the standard rate of
corporation tax in the UK 0f28.5% (2007: 30%)

Effect of:

Permanent differences

Expenses not deductible for tax purposes

Over provision in respect of prior years

Group relief claimed for no payment

Tax relief in respect of Industrial building allowances
Timing differences

Other timing differences

Pension timing difference

Depreciation in excess of capital allowances

Current tax charge for the year

21,524 18,262
6,134 5,478
404 485

- (4,128)
(7,229) -
(124) .
(770) 761

- (390)
1,585 1,430
- 3,636
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)

(d) Factors affecting future tax charges

The standard rate of corporation tax in the UK changed from 30% to 28% with effective from 1 April 2008.
Accordingly, the Company’s profits for this accounting year are taxed at an effective rate of 28.5% and will
be taxed at 28% in the future.

No provision has been made for deferred tax on the sale of asseis where potentially taxable gains have been
rolled over into replacement assets. Such tax would become payable only if the assets were scld without it
being possible to claim roltover relief or offset existing capital losses.

INTANGIBLE FIXED ASSET

Emission
allowances
£000
Cost and net book value:
At | January 2008 -
Additions 51,004
Disposals {30,939)
At 31 December 2008 20,065
TANGIBLE FIXED ASSETS
Short
Freehold leasehold
land and land and Plant and
buildings buildings machinery Total
£000 £000 £'000 £°000
Cost:
AL 1 January 2008 54,256 1,268 355,901 411,425
Additions 232 - 7,034 7,266
Disposals 41 - (3,690) (3,731)
Transfer to restoration provision (76} - - (76)
At 31 December 2008 54,371 1,268 359,245 414,884
Depreciation:
At | January 2008 29,466 1,268 208,105 238,839
Charge for the year 844 - 16,627 17,471
Disposals (38) - (2,640) (2,678)
At 31 December 2008 30,272 1,268 222,092 253,632
Net book value:
At 31 December 2008 24,099 - 137,153 161,252
At 31 December 2007 24,790 - 147,796 172,586

Plant and machinery cost includes £8,818,000 (2007: £8,818,000) in respect of capitalised interest and total cost
includes £6,520,000 (2007: £25,222,000) in respect of assets in the course of construction.

Tangible fixed assets include £6,328,211 (2007: £7,070,000) in respect of non-depreciable land.
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13.

CASTLE CEMENT LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2008

INVESTMENTS

Cost:
At | January 2008 and 31 December 2008

Provisions for impairment:
At 1 January 2008
Impairment in the year

At 31 December 2008

Net book value:
At 31 December 2008

At 31 December 2007

The investments in which the Company directly held more than 20% of the nominal value of any class of

share capital are as follows:

Name of Company

Scancem Energy and Recovery Limited
Minster Quarries Limited

Castle Building Products Limited
Castle Cement (Ketton) Limited

Castle Cement (Ribblesdale) Limited

Castle Lime Limited
Mantle & Llay Limited

Tunnel Cement Limited

Proportion
of voting
rights held
100%
100%
100%
100%

100%
100%

100%
100%

100%

Class of shares
held

Ordinary shares
Ordinary shares
Ordinary shares
Ordinary shares

Ordinary shares
Deferred shares

Ordinary shares
Ordinary shares

Ordinary shares

All of the above companies are registered in England and Wales.

Shares in
subsidiary
undertakings
£000

64,622

714
714

63,908

64,622

Nature of Business

Investment holding company

Investment holding company

Dormant
Dormant

Dormant

Dormant
Dormant

Dormant

The Company has presented information above relating to principal subsidiaries only, as full compliance
with schedule 5 paragraph 15 of the Companies Act 1985 would result in a statement of excessive length.

The Company is a wholly-owned subsidiary undertaking of a body incorporated in the European Union and
advantage has been taken of S228 of the Companies Act 1985 in that consolidated accounts have not been
prepared. The accounts present information about the Company as an individual undertaking.
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

STOCKS
2008 2007
£°000 £000
Raw materials and consumables 6,787 3,456
Work in progress 9,588 4,212
Finished goods and goods for resale 3,368 4,039
Spares and consumable stores 10,515 10,590
30,258 22,297
The replacement cost of stocks is not materiatly different to the amounts recorded above.
DEBTORS
2008 2007
£000 £000
Due within one year:
Trade debtors 15,391 21,401
Amounts due from group undertakings 39,211 5,976
Corporation tax - 2,745
Other debtors 1,021 2,175
Prepayments and accrued income 1,556 760
57,179 33,057

Amounts due from group undertakings are unsecured, interest free, have no fixed date of repayment and are

repayable on demand.

CREDITORS: amounts falling due within one year

2008 2007

£000 £'000

(restated)

Trade creditors 7,070 16,571
Amounts due to group undertakings 149,476 131,822
Corporation tax 2,301 .
Other taxes and social security costs 3,634 4,325
Accruals and deferred income 11,078 10,123
173,559 162,841

Amounts due to group undertakings are unsecured and have no fixed date of repayment. Included within amounts
due to group undertakings is £87,206,000 (2007; £67,249,000) which attracts interest. All other balances do not

attract interest.
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

PROVISIONS FOR LIABILITIES AND CHARGES

Emission Restoration Deferred

allowances provisions tax Total

£000 £000 £°000 £000

At 1 January 2008 - 5,593 25,986 31,579
Released in the year - 61) {1,072) (1,133)
Other movement in provision arisen in the year 28,678 (76) - 28,602
Unwinding of discount - 336 - 336
At 31 December 2008 28,678 5,792 24,914 59,384

Restoration provisions relate mainly to the costs of restoring quarries and other sites after use as required by legal
or other constructive requirements. Restoration and environmental provisions will be utilised as and when mineral
reserves at the Company's quarries are extinguished, in some cases this will be in excess of 50 years.

Provisions for terminal restoration have been discounted at 6.51% (2007: 6.56%) per annum on current prices and
where appropriate have been established after taking account of the advice of suitably qualified and experienced
consultants and after establishing the costs in line with current practice and standards. All amounts greater than
12 months are discounted,

A provision is recognised for the obligation to deliver the allowances equal to the emissions that have been made.
The provision is measured as an estimate of expenditure required to settle the obligation at the balance sheet date.

In respect of deferred tax the amounts provided in the financial statements are comprised of:

2008 2007

£'000 £000

Accelerated capital allowances 25,984 27,479
Other timing differences (1,070) (1,493}

24,914 25,986

Deferred taxation relating to the defined benefit pension liability is disclosed in note 23.

CALLED UP SHARE CAPITAL

2008 2007
£000 £'000
Authorised:
200,000,000 ordinary shares of £1 each 200,000 200,000
Allotted, called up and fully paid:
70,000,000 ordinary shares of £1 each 70,000 70,000
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22,

CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

MOVEMENT ON RESERVES AND RECONCILIATION OF SHAREHOLDERS® FUNDS

Profit
Share and loss
capital account Total
£4000 £'000 £000
At | January 2007 70,000 20,409 90,409
Profit for the financial year - 15,145 15,145
Dividend paid - (14,000) (14,000}
Actuarial gain on pension scheme - 3,994 3,994
Movement on deferred tax relating to pension liability - (1.512) (1,512)
At 31 December 2007 70,000 24,036 94,036
Profit for the financial year - 22,167 22,167
Dividend paid - (15,000) (15,000)
Actuarial loss on pension scheme - (25,333) (25,333)
Movement on deferred tax relating to pension liability - 7,093 7,093
At 31 December 2008 70,000 12,963 82,963
DIVIDENDS
2008 2007
£000 £000
Declared and paid during the year:
Equity dividends on ordinary shares:
Interim for 2007: 20.00p - 14,000
Interim for 2008: 21.43p 15,000 -
15,000 14,000

CAPITAL COMMITMENTS

Capital commitments at 31 December 2008, for which no provision has been made in the financial statements,
were as follows:

2008 2007
£000 £7000
Contracted 597 5,276
OPERATING LEASE COMMITMENTS
Annual commitments under non-cancellable operating leases are as follows:
2008 2008 2007 2007
Land and Land and
buildings Other buildings Other
Leases expiring £000 £000 £'000 £000
Within one year 64 353 204 1,435
In the second to fifth years - 2,647 160 1,932
Over five years 767 87 48 -
831 3,087 412 3,367
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23.

CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

PENSION COMMITMENTS

During the year the Company participated in two funded defined benefit pension schemes, The Castle Pension
Scheme (“the Main Scheme™) and The Castle Supplementary Pension Scheme (“the Supplementary Scheme™) ,
and relevant employees are eligible for benefits based on final pensionable pay.

These are independently administered schemes and funds are held externally.

The current service cost for the year is £6,381,000 (2007; £6,558,000 - restated), which represents a charge in
respect of the defined benefit schemes.

The Main Scheme is valued every three years by a professionally qualified independent actuary using the
projected unit method, the rates of contribution payable being determined by the actuary. The results of the most
recent valuations, relating to the Company's share of the assets in the scheme, which were conducted at 31 March
2008 and have been updated by Mercer Human Resource Consultancy to take account of the requirements of
FRS17 in order to assess the liabilities as at 31 December 2008 and 31 December 2007. Scheme assets are stated
at their market value at respective balance sheet dates.

The Supplementary Scheme is valued every three years by a professionally qualified independent actuary using
the projected unit method, the rates of contribution payable being determined by the actuary. The results of the
most recent valuations, relating to the Company's share of the assets in the scheme, which were conducted at 31
March 2007 and have been updated by Mercer Human Resource Consultancy to take account of the requirements
of FRS17 in order to assess the liabilities as at 31 December 2008 and 31 December 2007. Scheme assets are
stated at their market value at the respective balance sheet dates.

The following assumptions have been applied in respect of both defined benefit schemes:

Main Scheme Supplementary Scheme

2008 20067 2006 2008 2007 2006
Main assumptions: %o Yo Yo Y % %o
Discount rate 5.7 5.9 5.0 5.7 5.9 5.0
Rate of compensation increase 38 4.4 3.8 38 4.4 3.8
Rate of price inflation 2.8 34 2.8 2.8 34 2.8
Rate of Pension increases 2.8 3.4 2.8 2.8 3.4 2.8
Expected rate of return on
scheme assets:
Equities 7.4 73 7.0 74 7.3 7.0
Bonds 43 5.3 4.9 42 53 4.9
Properties 6.9 6.8 4.9 - - -
Other 3.9 - - - - -
Life expectancy for a male member
from age 65 on post-retirement
mortality table used to determine
benefit obligation for:
Current active and deferred members 213 18.2 18.2 227 227 227
Current pensioner members 203 17.8 17.8 223 223 223
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the yvear ended 31 December 2008

PENSION COMMITMENTS (continued)

The assets and liabilities of the schemes at 31 December 2008 are:

Main Supplementary
Scheme scheme Total

£°000 £'000 £000
Scheme assets at fair value
Equities 58,548 700 59,248
Bonds 82,824 2,800 85,624
Other 1,428 - 1,428
Fair value of scheme assets 142,800 3,500 146,300
Present value of scheme liabilities (179,600) (4,900) {184,500)
Pension liability before deferred tax (36,800) {(1,400) (38,200)
Related deferred tax asset 10,304 392 10,696
Net pension liability {26,496) (1,008) (27,504)

The assets and liabilities of the schemes at 31 December 2007 were:

Main Supplementary
Scheme scheme Total

£000 £°000 £°000
Scheme assets at fair value
Equities 81,389 2,170 83,539
Bonds 75,576 1,230 76,806
Property 9,135 - 9,135
Fair value of scheme assets 166,100 3,400 169,500
Present value of scheme liabilities (178,900 (5,000) (i83,900)
Pension liability before deferred tax (12,800) (1,600) (14,400)
Related deferred tax asset 3,584 448 4,032
Net pension liability (9,216) (1,152) (10,368)

The Pension schemes have not invested in any of the Company’s own financial instruments nor in properties or
other assets used by it.

To develop the existing long-term rate of return on assets assumption, the Company considered the current level
of expected returns on risk free investments (primarily government bonds), the historical level of the risk premium
associated with the other asset classes in which the portfolio is invested and the expectations for future returns on
each asset class. The expected return for each asset class was then weighted based on the Scheme's asset
aliocation to develop the expected long-term rate of return on assets assumption for the portfolio.
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23.

CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2008

PENSION COMMITMENTS (continued)

The amount recognised in the Profit and Loss account and in the Statement of Total Recognised Gains and Losses
(“STRGL"”) for the year ended 31 December 2008 are analysed as follows:

Recognised in the Profit and Loss account

Current service cost
Total operating charge

Expected return on scheme assets
Interest on pension liabilities
Total other finance cost / (income)

Total recognised in the Profit and Loss
account

Taken to the STRGL

Actual return on scheme assets

Less: Expected return on scheme assets
Actual return less expected return on assets
Other actuarial gains and losses

Actuarial gains and losses recognised in the
STRGL

Main Supplementary
Scheme Scheme Total
£000 £°000 £000
6,210 171 6,381
6,210 171 6,381
(10,812) {233) (11,045)
10,453 254 10,747
(359) 61 (298)
5,851 232 6,083
(45,399) (740) (46,139)
10,812 233 11,045
(34,587) (507) (35,054)
9,329 432 9,761
{25,258) (75) {25,333)

The amount recognised in the Profit and Loss account and in the Statement of Total Recognised Gains and Losses
(“STRGL"™) for the year ended 31 December 2007, was analysed as follows:

Recognised in the Profit and Loss account

Current service cost
Total operating charge

Expected return on scheme assets
Interest on pension liabilities
Total other finance cost/ (income)

Total recognised in the Profit and Loss
account

Taken to the STRGL

Actual return on scheme assets

Less: Expected return on scheme assets
Actual return less expected return on assets
Other actuariai gains and losses

Actuarial gains and losses recognised in the
STRGL

Main Supplementary
Scheme Scheme Total
£°000 £000 £'000
6,395 163 6,558
6,395 163 6,558
(9,783) (193) (9,976)
9,045 177 9,222
{738) (16) (754)
5,657 147 5,804
{16,i92) (353) (16,545)
9,783 193 9,976
(6,409) (160) (6,569)
11,843 (1,280) 10,563
5,434 (1,440) 3,994
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23.

CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2008

PENSION COMMITMENTS (continued)

Sensitivity analysis of scheme liabilities

The sensitivity of the present value of scheme liabilities to changes in the principle assumptions used is set out

below:

Main Scheme

Change in assumption

Rate of salary increase Increase / decrease 1%
Discount rate Increase / decrease 1%
Inflation assumption Increase / decrease 1%
Mortality Increase / decrease 1 year

Supplementary Scheme

Change in assumption

Rate of salary increase Increase / decrease 1%
Discount rate Increase / decrease 1%
Inflation assumption Increase / decrease 1%
Mortality Increase / decrease | year

Impact on Scheme liabilities

Increase 5% / decrease 5%
Decrease 18% / increase 18%
Increase 18% / decrease 18%
Increase 3% / decrease 3%

Impact on Scheme liabilities

Increase 4% / decrease 4%
Decrease 16% / increase 16%%6
Increase 20% / decrease 20%
Increase 2% / decrease 2%

Further contributions of £1,606,800 p.a. (2007: £1,552,500 p.a.), in addition to the employer's regular
contribution of 17.5% of pensionable earnings are being made to the Main Scheme. The deficit in the Main

Scheme is expected to be eliminated by 2017.

Further contributions of £315,000 p.a. (2007: £173,000 p.a.}, in addition to the employer’s regular contribution of
25.0% of pensionable earnings are being made to the Supplementary Scheme. The deficit in the Supplementary

Scheme is expected to be eliminated by 2015.

Contributions to be paid during 2009 are expected to be £6,062,000 for the main scheme and £514,000 for the

supplementary scheme.

Changes in the present value of the defined benefit obligations are analysed as follows:

Main Supplementary
Scheme Scheme Total

£7000 £000 £°000
As at | January 2007 180,112 3,517 183,629
Current service cost 6,395 163 6,558
Interest cost 9,045 177 9,222
Contributions by scheme participants 1,785 - 1,785
Actuarial (gains) / losses {11,843} 1,280 (10,563)
Benefits paid (6,594) {137) (6,731)
As at 31 December 2007 and 1 January 2008 178,900 5,000 183,900
Current service cost 6,210 i7 6,381
Interest cost 10,453 294 10,747
Contributions by scheme participants 1,847 - 1,847
Actuarial (gains) / losses (9,329) (432) (9,761)
Benefits paid (8,481) ~(133) (8,614)
As at 31 December 2008 179,600 4,900 184,500
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

PENSION COMMITMENTS (continued)

Changes in the fair value of plan assets are analysed as follows:

Main Supplementary
Scheme Scheme Total
£000 £°000 £000
As at | January 2007 160,681 3,197 163,878
Expected return on scheme assets 9,783 193 9976
Actuarial gains / (losses) (6,409) (160) (6,569)
Employer contributions 6,854 307 7,161
Contributions by scheme participants 1,785 - 1,785
Benefits paid (6,594) {137} (6,731)
As at 31 December 2007 and 1 January 2008 166,100 3,400 169,500
Expected return on scheme assets 10,812 233 11,045
Actuarial gains / (losses) (34,587) (507) (35,094)
Employer contributions 7,106 507 7,616
Contributions by scheme participants 1,847 - 1,847
Benefits paid (8,480) (133) (8,614)
As at 31 December 2008 142,800 3,500 146,300
History of experience gains and losses in respect of the Main scheme:
2008 2007 2006 2005 2004
£000 £000 £°000 £'000 £°000
Fair value of scheme assets 142,800 166,100 160,681 147,200 126,300
Present value of defined (179,600) (178,900) (180,112) {168,500} (128,500}
benefit obligation
Deficit in the scheme (36,800) (12,800) (19,431) (21,300) (2,200)
Experience adjustments
arising on scheme liabilities (3,129 - (1,015) 5,291 1,201
(2%) - (1%) 3% 1%
Experience adjustments
arising on scheme assets (34,587 (6,409) 4,883 13,552 2,654
(24%) (4%) 3% 9% 2%
History of experience gains and losses in respect of the Supplementary scheme:
2008 2007 2006
£000 £000 £°000
Fair value of scheme assets 3,500 3,400 3,197
Present value of defined benefit obligation (4,900) (5,000) (3,517)
Deficit in the scheme (1,400) (1,600) (320)
Experience adjustments arising on scheme liabilities (507) (160) 111
(14%) (3%) 3%
Experience adjustments arising on scheme assets - 934 34
- 19% 1%
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CASTLE CEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2008

RELATED PARTY TRANSACTIONS
The Company has taken advantage of the 90% owned subsidiary exemption afforded by FRS8: Related Party
Disclosures, and has not disclosed information regarding transactions with other group companies, in the
group headed by HeidelbergCement AG.

PARENT UNDERTAKING
The Company’s immediate parent undertaking is HeidelbergCement UK Limited, a company registered in
England and Wales.

The Company’s ultimate parent undertaking and controlling party is HeidelbergCement AG, a company
incorporated in Germany. The largest and smallest group in which the results of the Company are
consclidated is that headed by HeidelbergCement AG. Copies of the consolidated financial statements of
HeidelbergCement AG may be obtained from Berliner Strasse 6, D-69120 Heidelberg, Germany.

EVENTS SINCE THE BALANCE SHEET DATE

HeidelbergCement AG entered into a re-financing agreement on i6 June 2009, which extended the
repayment of its loan facility to 15 December 2011. Under the terms of this agreement HeidelbergCement
AG has procured that certain of its subsidiaries, including Castle Cement Limited, will provide guarantees to
the facility’s arrangers.
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