Wrekin Construction Company Limited

Directors’ report and financial
- statements
Registered number 664676
For the 15 month period ended 31 March
2006

Al ¥AQUGTHS 1%

COMPANIES HOUSE 20/07]226




Wrekin Construction Company Limited
Directors” report and tinancial statements
For the 13 month period ended 31 March 2006

Contents

Chiet Executive’s review 1
Directors” report 3
Statement of directors’ responsibilities in respect of the Directors” Report and the financial statements 7
Independent auditors™ report to the members of Wrekin Construction Company Limited 8
Profit and loss account 10
Balance sheet 11
Reconciliation of mevemenis in shareholders® funds 12
Statement of total recognised gains and losses i3

Notes 14




L. _

Wrekin Construction Company Limited
Directors” report and [nancial statements
For the 13 month period ended 31 March 2006

Chief Executive’s review

Results

I am pleased to report that our results for the financial period 2005/06 have seen a significant improvement on those
in the previous year with a profit before rax of £775.000 on a turnover of £133 million in the 15 month period from
January 2005 to March 2006.

In the same period we have resolved a significant number of the legacy contracts, reported in the last accounts as
exceptional items. which has greatly strengthened our financial position moving forward.

The vear end order book shows a considerable improvement with a pipeline of opportunities of over £700 million
and over £100 million of turnover secured for this financial vear.

Operational Performance

The business is now built around three work streams: Construction. Utilities and Rail. Construction is made up of
Civil Engineering. Design & Build and Regencration,

Construction — Civil Engineering

Our civil engineering capability is managed by four regions; Bradford in the north, Raunds in the east, Bridgend in
the west and Shifnal in the midlands.

Qur team in the north went through significant restructuring during 2005 and successfully delivered projects
inciuding £3.7 million of road works for Stockton-on-Tees Council as part of the regeneration of the Tees Valley,
and a £2.2 million town centre regeneration for Sefton Council at Bootle, Works continue at Spinningfields,
Manchester, for Allied London and at Barkers Pool, Sheffield. delivering £5 million of town centre developments for
Sheftield City Council.

In the west projects were successfully completed at Burry Port Harbour, a £1.7 million project for Miliennium
Coastal Park. and Bridgend Bus Station. a £3 million project to construct a new terminal building and bus bays.
Significant term contracts were zlso secured with Cardiff City Council. Bristel City Council and North Somerset
Council for the delivery of highway improvement works.

Our midlands region continued to deliver projects for Staffordshire County Council through the term contract, which
included the £3.5 million scheme for Burntwood Bypass. Work continued on Phase | of Rugeley Bypass, a £4.2
million scheme for the Council, and was completed in May 2006. During 2005/06 we also secured our first
management contract for the construction of infrastructure and reinforced concrete works for Muller valued at £2.4
million. :

The eastern region delivered rwo significant schemes during 2005; a £7.5 miliion production facility for Tulip Ltd
and £8 million of infrastructure works for Carillion Building at Latimer Park. Work also continued on the delivery of
Traffic Management Schemes for Cambridgeshire County Council as part of a term contract. The team in the east
has also been successful in securing contracts with the MoD and United States Air Force for projects on air bases.

Construction — Design & Build

Our Design & Build division continues to support the regions in the procurement and management of projects.
Significant projects completed during 2005/06 included a PC World and Currys building in Presten and an extension
10 a production facility for Tulip Lid at Coalville valued at over £7 million. We also continue to deliver work on our
design & build term contracts such as the highways improvements with Dudley MBC.

Construction — Regeneration

Work has cominued on.our £27 million mine stabilisation project to fill four abandoned salt mines beneath
Northwich. with two of the mines already filled. We believe this to be the largest ever bulk mine infilling project and
the largest ever single use of PFA as a grout in the UK. Two trains a day, each carrying 1120 tonnes of PFA from
[Drax in North Yorkshire, arrive at our specially constructed rail sidings and mixing plant. and to date we have
pumped grout through over 100 borehales throughout Nerthwich at the same time as removing the displaced brine.
Completion of the other two mines is on target for summer 2007. °
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Chief Executives review (continued)

Utilities

The term contract with BT for the whole of Wales continues to provide steady turnover providing the base to explore
other telecommunications opportunities. Significant improvements have been made to the quality of service we
provide in a number of areas which has improved customer satisfaction measures. We believe we are well placed to
respond to new opportunities for BT with their 21¥ Century Build initiative.

2005 also saw our Utilities division diversify into gas works carrying out £4 million of replacement work for our
partners Morgan Est in the West Midlands. Following our successtul entry into this market we continue to work in
partnership to take advantage of significant opportunities in other regions throughout the country.

Rail

Work has continued on delivering poilution prevention measures, working direct for Network Rail, at their Light
Maintenance Depots across England and Wales. Projects have aiso been successtully completed for sea defences in
North Wales. a new £0.3 million station building at Horwich Parkway, and £0.5 million of paving works for
Freightliner in Manchester.

Plant and Transport

Our continuous policy of investing in plant and equipment brings unique advantages to all sectors of our activities.
The increasing need for more effective utilisation of mechanised plant is an essential factor in efficient contract
delivery. At Wrekin we have pursued an active plant invesiment programme since the company was forimed in 1960.
This policy has given us huge experience in selection and operation of plant with the aim of achieving optimum
contract performance.

One of the many advantages of our plant ownership experience is that we have total knowledge of our plant
capability. We constantly review plant developments and innovations from worldwide manufacturers and our
requirements are selected with the advice and knowledge of our maintenance and operational teams. This
experienced choice ensures that we have the right plant for efficient completion of our contracts, with the added
benefit that health and safety issues are addressed through the consultation process. Our plant is fully maintained for
reliable performance by staff who in many cases have been team members since their apprenticeship with the
company and operated by a team member who has had a say in the machine cheice and knows its capability *inside
out .

Where contracts present new challenges for unusual and individual plant requirements. our engineering staff can
provide unique and inventive modifications to machines, making sure there is always an efficient solution to the
problem.

Our plant investment programme ensures that plant is always available when it is needed and that it is to the latest
specification available. in particular with regard to health and safety.

Cur medium and long-term aspirations are Lo ircrease the usage of internal plant from its current 60:40 base.
Quality, Health, Safety and Environment

Caring for the safety. health and well-being of our employees and everyone affected by our activities is of critical
importance to us and during the past year we have continued to focus strongly on improving health and safety
{H&S}. Over the past year our accident frequency rate (AFR) has reduced from 0.42 10 0.24. achieved through a zero
tolerance approach by the whole team. an achievement we are proud of. but we acknowledge that we must keep
improving e achieve cur goal of zero accidents. We strive for continuat improvement and will be seeking another
[ 0% reduction in our AFR for 2006/07.

Our successful management of H&S has been recognised by the British Safety Council with an International Safety
Award for our performance during 2005 to add to our previous seven annual awards,

Our H&S Management System has been developed in accordance with 150 18001 and we aim to achieve official
registration during 2006.
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Chief Executives review (continied)

Quality, Health, Safety and Environment (continued)

We are continuing with the development of our existing Quality Management Systems to provide proven processes
and procedures tor the whale works process. We are also pleased to confirm our certification to the new ISO
12001:2004 environmental standards.

Our approach and commitment to customer care is demonstrated through high levels of site management and we
continue to register all our sites with the Considerate Constructors Scheme. Qur approach during the past vear has
been rewarded with twelve individual site awards.

People

We recognise that the success of our business is down to the people who work for it. In turn we are committed to
providing all our stalT with the right training and skills development to allow personal goals and career aspirations to
be met.

Our obiective for 2005/06, which will continue in the future. has been to recruit and retain staff with the best skills
available. to invest in the development of our employees to meet our clients’ needs and to provide a working
environment in which staft can flourish.

We are committed to maintaining and investing in our in-house training capability and have begun work at our head
office in Shifnal to provide improved training facilities for Wrekin staft and external clients. This new facility is
scheduled for completion in September 2006.

We continue 1o invest heavily in the training and development of our employees in both internal and external
programimes. During 2005 we undertook a review of our management training. which has since seen 20 senior
managers and directors go through comprehensive executive development and a further thirty managers receive a
detailed management development programme over a four month period. This will continue during 2006/07 with 30
different managers receiving similar training and others having refresher modules.

We are comnitted to providing the right working enviromment for all our staff and in order to achieve this we listen
1o and take on board their views. Over 50% of our employees completed our new employee survey in February 2006.
which has now set the benchmark of their understanding of our direction and strategy. Following this a number of
improvement initiatives have been put in place. and subseguent surveys will be carried our every six months to
assess our performance.

In carly 2006 we also put in place a new performance incentive scheme for all staff which will provide bonus-
payments that reflect personal. divisional and group performance.

Strategy

During 2005 there was a significant restructuring of the business, which is now delivering improvements in results. It
also saw the development of our five-year business plan which ptaces the emphasis on growing the business through
maintaining our existing client relationships and developing new business sectors and clients. in areas that fit aur
future business strategy.

The plan contains a programme of targets, activities and actions which will be regularly monitored to ensure that our
strategy is right for moving the business forward and for achieving our vision “to be the contractor and employer of
tirst choice for those who share our values™.

We believe that our vision and values will continue to differentiate us from our competitors, through working in
collaboration with our clients and living and believing in our core values. This will be crucial in maintaining and
developing our reputation for being professional, fair and reascnable, user friendly and non-adversarial, providing
the essential company attributes to sustain the long-term successtful growth of our business.

(VP
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Chief Executives review (continued)

Outlook

The greatly improved results for 2005/06 reflect the hard work and effort put in by the staft across the whele of the
Wrekin business. In resolving the majority of the legacy contracts we are now in a position to look forward, to build
on our successes of the past to achieve the targets for profitability and growth set out in our five-year business plan.

We have a verv strong pipeline of opportunities focussing on our chosen markets and chosen clients, allowing us to
be mare selective with the work and services we deliver.

We see the foundations we have put in place allowing us to sustain the trading profitability and growth of the
ongoing business. making 2006/07 a more successful year,

In conclusion we see a promising tuture and our thanks go oui to all our staft for their considerable efforts.
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Directors’ report

The directors present their annual repert and the audited financial statements for the 15 month period ended 31
March 2006. '

Principal activities and business review
The principal activities of the company continue to be that of contracting.

The company's tesulls and financial pesition are set out in these financial statements. Profit before taxation for the
fitteen month period to 31 March 2006 was £773.000 {vear ended 31 December 2004 loss £2,532.000). The 2004
comparatives have been restated to reflect changes to accounting standards which are noted in note 1 and note 21,

Proposed dividend

The directors do not propose the payment of a dividend (vear eaded 31 December 2004 £Nil).
Directors and directors’® interests

The directors who served during the period were as follows:

Mi GJ Worthington
Mr PW Greenwood

Mr GAR Martin {resigned 23 June 2005}

Mr A Moss (resigned 22 June 2005)

Mr PW Richardson {appointed 4 August 2005)
Mr DC Blouni (appointed 9 February 2005)
Mr NJ Ibbotson (appointed 4 August 2005)
Mr A Dinsdale (appointed 18 July 2005)

Mr CIM Williamson {appointed 4 April 2005)

The interests of the directors in the shares of the ultimate holding company. Wrekin Group Ple, are disclosed in the
financial statements of that company.

Mr DC Blouni. Mr A Dinsdale and Mr CIM Williamson did not hold any interest in the ultimate holding company.
No director had any interest in the ordinary share capital of the corﬁpany or any fellow subsidiary undertaking.
Emplovecs

Applications for employment by disabled persons are fully and fairly considered. bearing in mind the aptitude and
ability of the person concerned. In the event of employees becoming disabled, every reasonable effort is made to
ensure that their employment with the company continues.

The directors recognise the importance of good communications and endeavour to keep all employees informed of
the activities and progress of the company and its plans for the future. This is enabled in a formal manner by a two-
way system of appraisal. and informally through newsletters and other media.

Political and charitable contributions
The company made charitable donations totalling £2.065 (year ended 31 December 2004: £1.724).
Creditors’ payment policy

[t is the group policy to pay creditors in accordance with the terms and conditions as long as they have complied with
those terms and conditions. It is our policy to ensure that suppliers and sub-contractors understand the conditions
which apply and not to acquire goods and services without a contract having been signed. Creditor days for the
company at 3! March 2006 were 66 days 73/ Decenber 2004: 63 days).
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Directors’ report (continued)

Auditors

In accordance with Section 384 of the Companies Act £985, a resolution for the re-appointment of KPMG LLP as
auditors of the company will be propesed at the annual general meeting,

Appreved by the board of directors

Mr GJ Wprthington Lamledge Lane
Direcror Shifnal
\ Shropshire
l TF11 8BE

14 July 2006
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparing the Directors’ 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 they have
elected to prepare the financial statements in accordance with UK Accounting Standards.

The tinancial statements are required by law to give a true and fair view of the state of aftairs of the company and of
the profit or loss of the company for that peried.

[ preparing these financial statements, the directors are required to:
s select suitable accounting policies and then apply them consistently:
¢ make judgments and estimates that are reasonable and prudent:

e siate 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 enable them to ensure that its financial statements comply with the
Companies Act 1983, They have general responsibility for taking such steps as are reasonably open to them to
satesuard the assets of the company and to prevent and detect fraud and other irregularities.




KPMG LLP

2 Cornwall Street
Birmingham
B3 2DL

Independent auditors’ report to the members of Wrekin Construction Company
Limited

We have audited the financial statements of Wrekin Construction Company Limited for the period ended 31 March
2006 which comprise the Profit and Loss Account. the Balance Sheet. the Statement of Total Recognised Gains and
Losses and the related notes. These financial. statements have been prepared under the accounting policies set out
therein.

This report is made solely to the company’s members, as a body. in accordance with Section 235 of the Companies
Act 1985, Our audit work has been undertaken so that we might state to the company’s members those matters we
are required to state to them in an auditor’s report and for no other purpose. To the tullest extent permitted by law,
we do not accept or assume responsibility 10 anyene other than the company and the company’s members as a body,
for our audit work. for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As described in the Statement of Directors” Responsibilities on page 5, the company’s directors are responsible for
the preparation of the financial statements in accordance with applicable law and UK Accounting Standards (UK
Generally Accepted Accounting Practice).

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

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985, We also report 10 you If, in our opinion, the Directors’
Report is not consistent with the financial statements. if the company has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or it 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 examinaticn, on a test basis. of evidence refevant to the amounts and
disclosures in the financia! statements. 1t 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 overal! adequacy of the presentation of information in the financial statements.




Independent auditors’ report to the members of Wrekin Construction Company
Limited (continued)

Opinion
In our opinion the financial statements:

¢ give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the state of the
company’s affairs as at 31 March 2006 and of its profit for the period then ended: and

¢  have been properly prepared in accordance with the Companies Act 19835,

léfr‘.f) Lo

KPMG LLP 14 July 2006
Chartered Accountanis
Registered Auditor




Profit and loss account
Sor the 15 month period ended 31 March 2000

Note

15 month period
ended 31 March

Wrekin Construction Company Limited
Directors” repert and financial statements
For the 13 month pertod ended 31 March 2006

Year cnded
31 December

2006 2004

(restated)

£000 £000

Turnover 2 132,769 114.266
Own work capitalised 200 -
Raw materials and consumables {22,442} (21.690)
Other external charges (70.021) (63.209
Stall cosls 3 (30.158) (21.381)

Depreciation and other amounts written ot tangible and intangible fixed
anseis (3.280) {2.319)
Other operating charges {3,790) (7.764)
‘()pcr;uing prolit betore exceptional items 1,278 1.803
|- xeeptional operating ilems (see note 6) - {3.962)
Operating profit/(loss) 1,278 {2.097)
Profiton sale of fixed asseis 329 159
Other interest receivable and similar income 4 24 2
Interest payable and similar charges 3 (363) (304
Other linance cosls 22 (493) 312)
Profit/(loss) on ordinary activities before taxation 4] 775 {2.552)
Tax on profit{loss) on ordinary activities 8 477) 393
Profit/(loss) on ordinary activities after taxation, being profit for the

financial period 298 (1.939)

The above results are wholly derived from continuing operations.

There is no material difference between the results as disclosed in the profit and loss account and the results as given

by an unmodified historical cost basis.

The movements in reserves are set out in note 18.
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Balance sheet
at 31 March 2006

Note 31 March 2006 31 December 2004
{restated)
£000 £000 £000 £O0G
Fixed assets
Intangible assets i ' 1,166 [.814
Fangible assets ' i 9,464 8.613
[mvestments Iy 100 100
10,730 10.527
Current assets
Stocks 12 294 344
Debtors 13 15,908 18.310
Cash at bank and in hand 4,376 2.782
120,578 21.636
Creditors: Amounts lalling due within one year 13 (24,224) {23.134)
Net current liabilities (3,646} (3.518)
Total assets less current liabitities 7.084 7.009
Creditors: Amounts lalling duc after _
maore than one vear ’ 16 (1,671) (1310
Net assets excluding pension liability 5,413 5.499
Pension Hability 22 - {5.807) (7.715)
Net liabilitics (394) (2.216)
Capital and reserves
Called up share capital 7 8 8
Revaluation reserve 18 903 903
Profit and loss account 18 (1,305) £3.127)
Sharcholders” funds (all equity interests) (394) (2.216}

77

These fina
by

statgmenys were approved by the board of directors on 14 July 2006 and were signed on its behalf

Mr PW Greenwood
Direcror

.

Mr GJ Worghington
Direcior




Reconciliation of movements in shareholders’ funds
SJor the 15 mrontl period ended 31 March 2006

Profit/{loss) for the financial period
Actrurial gain/{loss) recognised in the pension scheme
Deterred tax arising on gains/{losses) in the pension scheme

Net increase/(reduction) in shareholders’ funds

Opening sharcholders™ tunds (restated)

Closing shareholders® funds

Wrekin Construction Company Limited
Directors™ report and financial statements
For the 13 month period ended 31 March 2006

15 month
period ended
31 March
2006

£000

298

2,177
(653)

1,822

(2,216)

(3%94)

Year ended
31 December
2004
(restaled)
£004

{1.959)

(1.614)
484

{3.089)
873

(2.216)



Statement of total recognised gains and losses
Sor the 13 month period ended 31 March 2006

Profit/(foss) for the financial period
Actuarial gainf{loss Jrecognised in the pension scheme
Deferred tax arising on {gains¥losses in the pension scheme

Total recognised gains and losses relating to the financial period

Prier sear adiustment on the Tull adoption of FRS 17 {as explained in note 21)

Total gains and losses recognised since last annual report

Wrekin Construction Company Limited
Directors™ report and financial statements
For the 13 month period ended 31 March 2006

Period ended
31 March
2006

£000

298
2,177
(653)

1,822

(7.565)

(5,743)

2004
Restated
{see note 22)
£000

(1.959)

(1.614)
484

(3.089}
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Notes

(forming part of the financial stafements)

i Accounting policies

The foilowing accounting policics have been applied consistently in dealing with items which are considered
material in relation to the company’s financial statements.

Prior year adjustment

The group has adopted the full requirements of FRS 17 Retirement Benefits during the current year, affecting a
change in its accounting policy for pensions. The effects of this change are recorded in the financial statements as a
prior vear adjustment. The effect of this change in accounting policy is to increase profit for the financial year ended
31 December 2004 by £176,000 and reduce net assets at 31 December 2004 by £7.565,000.

Busis of preparation

The financial statements have been prepared under the historical cost convention, modified to include the revaluation
of certain freehold property.

These financial statements present information_about the company as an individual company and not about its group.
The company is exempt under Section 228 of the Companies Act 1985 from the obligation to prepare group financial
statements as it is a wholly owned subsidiary undertaking of another body corporate.

Investinents
Investments in subsidiary undertakings are shown at cost less provisions for any permanent diminution in value.
Tangible fixed assets and depreciation

The company has followed the transiticnal arrangements of FRS 13 and has retained previous revaiued amounts as
cost for this purpose.

Depreciation is provided on a straight line basis to write oft the cost or valuation less the estimated residual value of
tangible fixed assets over their estimated useful economic lives as follows:

Freehold buildings 50 years

Plant. equipment and motor vehicles 2-8 years

Freehold tand is not depreciaied.

Goodwill

Purchased goodwill (representing the excess of the fair value of the consideration given over the fair value of the
separable net assets acquired) arising on business combinations in respect of acquisitions since | January 1998 is
capitalised. Positive goodwill is amortised to nil by equal annual instalments over its estimated useful tife.

Long term contracts

‘The amount of profit attributable to the stage of completion of a long term contract is recognised when the outcome
of the contract can be foreseen with reasonable certainty. Turnover for such contracts is stated at the cost
appropriate to their stage of completion plus attributable profits, less amounts recognised in previous years.
Provision is made for any losses as scon as they are foreseen.

Contract work in progress is stated at costs incurred. less that transterred to the profit and loss account, after
deducting foreseeable losses and payments on account not matched with turnover.

Amounts recoverable on contracts are included in debtors and represent turnover recognised in excess of payments
on account.

Taxation

The charge for taxation is based on the result for each year and takes into account deferred taxation, calculated in
accordance with the requirements of FRS19 “Deferred taxation™. Deferred tax assets or liabilities are calculated on a
non-discounted full pravision basis in respect of timing differences that are expected to reverse in future years.
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Notes rcontinued)

1 Accounting policies (continued)
Pensions

The company provides contributory pension schemes to the directors and certain staff employees. These are detined
benetit and defined contribution schemes administered by Trustees and are independent of the company's finances.
Contributions for the defined benefit scheme are based on pension costs across the company as a whole and are
charged to the profit and loss account so as to spread the cost of pensions over employees” working lives with the
company. Contributions 1o the defined contribution schemes are charged to the profit and loss account as incurred.

The pension scheme deficir is recognised in full and presented on the face of the balance sheet. The movement in the
scheme deficit is split between operating charges, financing items and in the statement of total recognised gains and
losses, actuarial gains and losses.

Leaves and hire purchase contracts

Assets acquired under finance lease and hire purchase contracts are capitalised and depreciated over their expected
usetul lives or the term of the agreement if less. An obligation for the capital element of future rentals is included in
creditors.  Finance charges are allocated to the profit and loss account so as 1o produce a constant periodic rate of
charge on the remaining balance of the obligations.

Rentals charged under operating leases are charged against profits on a straight line basis over the term of the [ease.
2 Turnover

Turnover in respect of contracting represents the total value of work executed during the period. excluding value
added tax. all of which arises in the United Kingdom.

3 Staff numbets and costs

The average number of persons employed by the company (including directors) during the period, analysed by
category, was as follows:
Number of employees

15 month Y ear ended
period ended 31 December
31 March 2004

2006
Administration ana supervision 169 58
Conact operations 617 397
786 755

The aggregate payrell cosis of these persons were as follows:

£000 £000
Wages and salaries 26,630 18.962
Social seewrity costs 2,551 1.736
Other pension costs 977 683
30,158 21384




Notes rcontinued)

4 Interest receivable
Other interest reechvable
5 Interest payable and similar charges

On bank overdralis
IFinance ¢harges in respect of finance lease and hire purchase contracts
Other financing charges

6 Profit/(loss) on ordinary activities before taxation

Profit/tloss) on ordinary activities before taxation is stated
after charging

Auditers” remuneration and expenises;
Audit
Other services

Rentals payable under operating leases:
[ire of plant and machinery
Other operating leases

Depreciation:
Chvned assets
Leased assets

Goodwill amortisation

Exceplional eontract losses

Wrekin Construction Company Limited
Directors’ report and financial statements
For the 15 month period ended 31 March 2006

15 month
period ended
31 March
2006

£000

IS5 month
period ended
31 March
2006

£000

134
2158
14

363

iS5 month
period ended
31 March
2006

£000

20

6,638
15

%06
1,726
648

The audit tee is borne by Wrekin Group ple and recharged to the company.

Year cnded
31 December
2004

£000

I

Year ended
31 December
2004

£000

Year ended
31 Becember
2004

£000

43

6.210
14

761
1.040
517
3.902

The exceptional operating costs in 2004 relate to two specific contracts, The losses on these contracts were so
significant they were deemed to be exceptional. Additional non recurring management costs were incurred resolving
these issues.




Notes rcontinued)

7 Directors’ remuneration

Aggregate directors” remuneration:
frmofuments
Compensation for loss of office
Company contributions ta pension schemes

Number of directors who are:
Members ol money purchase pension schemes
Members ot delined benetit pension schemes

Highest paid director:
Total remuneration excluding pension contributions

Wrekin Construction Company Limited
Directors” report and financial statements
For the 13 month period ended 31 March 2006

15 month Year ended

period ended 31 December

31 March 2004
2006

£000 £000

324 406

40 39

47 67

411 512

Number

4 5

3 4

£000 £000

118 129

The highest paid director is a member ot a defined benefit scheme. under which the accrued pension to which he
waould be entitled from normal retirement date if he were to retire at the period end, was £29.000, and his accrued
Jump sum was £72,000. Directors remuneration as executives includes £47,000 paid to a third party for the services

of one director.

8 Tax on profit/{loss) on ordinary activities

Analysis af charge/(eredit) in period

{'K corporation tox
Current tax on ingome for the period
Adjustments in respect of prior periods

Fotal current tax

Deferved tax (see note 14)
Originatonreversal of timing difterences
Adjustment in respeet of previous periods

Tax on profit(loss) on ordinary activities

15 month period ended
31 March 2006

£000 £000
8
8
459
10
469
477

Year ended
31 December 2004

(restated)

£000 £000

(78

{62)

{140}
{483)
32

(433)

(393)



Notes (continued)

8 Tax on profit/(loss) on ordinary activities {continued)

Factors affecting the tax charge/(credit} for the current period

Wrekin Construction Company Limited
[rirectors” report and financial statements
For the 13 month perind ended 31 March 2006

The current tax credit for the period is lower (vear ended 31 December 2004: lowerj than the standard rate of

corporation tax in the UK of 30%. The differences are explained below.

Current tax reconciliation
Profitittoss) on ordinary activities betore tax

Current tax at 30% (vear ended 31 December 2004 30%

ftiects of!

xpenses not deductible for tax purposes

Capitat allowances for period in excess of depreciation
(Litilisation)recognition of tax losses

Movement i short erm timing ditterences

Movement in timing ditterences on pension liabilities
Profits at small companics rale

Adjustment in respect of previous periods

Total current tax ¢harge/(eredit) (see above)

9 Intangible assets

Cost
At beginning and end of period

Ameortisation
Al beginning of period
Charge in period

Atend of period

Net hook value
At 31 March 2006

AL 3T December 2004

15 month
period ended
31 March
2006

£000

775

244
13

(366)
53

(16%)
(4)

Year ended
31 December
2004
(restated)
tOGH

(2.352)

(766)

Goodwill
£000

The goodwill relates to the company’s acquisition of the trade and net assets of an indirectly owned subsidiary,
Wrekin Cable Services Limited. on | September 2003, The goodwill will be amortised over 58 months, being the
directors” assessment of its remaining useful life.
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Notes rcontinued)

10 Tangible fixed assets

Freehold Plant, Assets Total
land and . equipment in the
buildings and motor course of
vehicles construction
£000 £000 £000 £000
Cast or valuation
Al beginning of period 4.500 14.282 - 18.782
Additions 200 3.237 196 3.633
Dispuosals - (2.488) - {2.488)
Atend of period 4,700 13.031 196 19927
Depreciation
AL beginning of periced 621 9.548 - 10,169
Charged in period 86 2546 - 2.632
Disposals - {2.338) - (2.338)
Atend of period 707 9.736 - 10,463
Net book value
At 31 March 2006 : 3993 5.275 196 9,464
At 31 December 2004 3.879 4.734 - 8.613
Vhwe gross book value represents items:
Alcost 2.900 13.031 196 18.427
AL 1989 valuation 1.800 - - 1.800
4.700 15.031 196 19.927

The cost or valuation of freehold land and buildings of £4,700,000 (37 December 2004: £4,500,000} includes non-
depreciable land ot £1.117.000 (37 December 2004 £1,117,000).

The following information relates to assets carried at revalued amounts which have been retained under the
transitional provisions set out in FRS 15 “Tangible fixed assets™.

Freehold land and buildings were professionally valued on 30 June 1989 on the basis of open market value for
existing use at a sum of £1.6 million. Subsequent to that date, additional work was carried out on the freehold land
and buildings with the consequence that the ditectors revalued the freehold land and buildings at 31 December 1989
to £1.8 million.
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Notes rcontinued)

10 Tangible fixed assets (coniinued}

The net book value of freehold land and buildings included above at valuation determined according to the historical
cost accounting rules is as follows;

31 March 31 December

2006 2004

£000 £000

Cost 897 897
Accumulated depreciation based on historical cost {163) (130}
Hisworical cost net buok value 734 747

The net book value of tangible assets includes an amount of £3.922.000 (3/ December 2004: £3,243,000) in respect
ol assets held under finance leases and hire purchase contracts.

The amount of depreciation allocated during the period for such assets amounts 1o £1,726,000 13/ December 2004:
£1,.040.000,.

I Fixed asset investments
Shares in
subsidiary
undertakings
£000
Cost and net book value
At heginning and end of period 190

The amounts stated above represent the cost of the company’s ownership of the entire issued share capital of Filcom,
Holdings Limited. a company incorporated in Great Britain.  Filcom Holdings Limited has a wholly-owned
subsidiary, Wrekin Cable Services Limited. also incorporated in Great Britain which is a dormant company.

12 Stocks

31 March 31 December
2006 2004
£000 £000
Raw materizls and consumables 294 344

13 Debtors
31 March 31 December
2006 2004
(restated)
£000 £400
Amounis recoverahic on cantracts 14,657 [7.261
Other trade debtors 361 200
Amounts owed by parent and fellow subsidiany undertakings 23 23
Other debtors - 180
Prepayments and acerued income 1,223 298
Deterred tax asset (riote 14) 244 348
15,908 18.5340
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Notes rcontinued

14 Deferred tax asset

31 March 31 December
2006 2004
(restated)
£000 £000
At beginping of period 3,855 2.738
Transler () rom profit and loss account {469) 633
Recognised directly in equity in the statement of total recognised gains and losses {653) 484
Atend of period 2,733 3.855
The defterred tax assct comprises:
Acceleraed capital allowances 5 (t4y
Short term timing differences : : 30 23)
Unwilised trading losses 209 385
Pensions and post retirement benefits 2,489 3.307
2,733 3.855
he deterred tax asset is recognised in
Debors 244 548
Pension scheme Tiability 2,489 3.367
2,733 3.833
15 Creditors: Amounts falling due within one year
31 March 31 December
2006 2004
{restated)
£000 £000
[Pavments on account ' 2,024 1.270
Obligations under finance leases and hire purchase contracts (see note 16) 1.379 1.068
I'rade creditors 15,299 18.153
Other loans 127 : 127
Amounts owed w parent and fellow subsidiary undertakings 2,428 1.429
Corporation tax 8 40
Other ereditors including taxation and social security 2,614 2.493
Aceruals and deterred income 345 317
Deterred consideration - 233
24,224 25154
Other creditors ineluding taxation and social security comprise;
Social seeurity costs and other taxes 2,381 2.270
Other creditors 233 223
2,614 2.493
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Notes rcontinied)

16 Creditors: Amounts falling due after more than one year

31 March

2006
£900
Obligations under tinanee leases and hire purchase contracts 1.618
Gther toans 53
1671

The matueity of net abligations under finance leases and hire purchase contracts is as follows:

£000
Within one vear 1,379
In the second to filth years inclusive 1,618
2,997

31 December
2004
£000

1.287
223

i.510

The amaounts due under finance lease and hire purchase contracts are secured on the assets to which they relate,

17 Share capital

31 March
20006
£0G6
Authorised:
10000 ordinary shaves ol £1 cach 10
Alloped, called up und fully paid:
7.623 ordinary shaves of £1 cach 8
18 Reserves
Revaluation
reserve
£360
At beginning of period as previously stated 903
Prior vear adjusiment -
At beginning of periods as restated 903
Dividends
Retained profit for the fingncial period -
Actuarial gain on pension scheme (net) -
At end of period 9203

31 December
2004
£000

10

Profit
and loss
account

£000

4438
(7.5363)

(3.127)

29§
524

(1,30%)
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19 Commitments

Capital commitments at 31 March 2006, for which no provision has been made in these financial statements, were as
follows:

31 March 31 December

2006 2004

£000 £000

Contracted : ) 563 102

At 31 March the company had annual commitments under non-cancellable operating leases as follows:

31 March 2006 31 December 2004
Land and Other Land and Other
buildings buildings
£000 £000 £000 £000
Operating leases which expire:
In the second o titth vears inclusive - 15 - 14

20 Contingent liabilities

The company is the principal member company of the Wrekin Construction Company Limited group VAT
registration. Companies participating in this arrangement have a joint and several liability to HM Customs & Excise
for group indebtedness.

The company has entered into a mortgage debenture and cross-guaraniee arrangement in favour of the group’s
bankers whereby the company guarantees the indebtedness from rime to time of the other members of the Wrekin
Group 1o the bank. The company’s liability under this arrangement at 31 March 2006 was £2.864.000 (3/ Decentber
20604 £1.338,000).

The company has given an indemnity to a third party in respect of performance bonds relating to contract works
undertaken by the coimpany.

It is nat anticipated that any loss will result to the company from these arrangements.
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Notes (continued)

21 Change in accounting policy

As described in note 1. the company has adopted FRS 17 “Retirement benefits’ which become etfective for
accounting periods beginning on or after | January 20035. The effect of adopting FRS 17 on 2004 results is set out
below:

2004

£000
Operaling profit 564
Other tinance costs (312}
Profit on ordinary activities before taxation 232
Taxation (76}
Retained profit 176
Recognised gains and losses (L.130)
ElTeet in yvear (934)
Cumulative effeet brought forward (6.611)
Reduetion 1o net assets 17.563)

22 Pensions

The company operates both money purchase and defined benefit schemes for staff employees and directors. The
schemes are funded under a separate trust and theretore the assets of the scheme are held separately from those of the
company.

Defined conmtribution schemes

The company participates in two defined contribution schemes the Wrekin Greup Executive Pension Scheme and a
money purchase scheme administered by Building and Civil Engineering Holiday Scheme Management Limited.
The amount charged to the profit and loss account in respect of these schemes represents contributions payable in
respect of the accounting period. The pension cost for these schemes was £977,000 (year ended 31 Decenber 2004:
£683.000). Contributions amounting to £102,060 (ear ended 31 December 2004 £84.000) were payable 1o the
schemes and are included in creditors.
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Notes rcontinued)

22 Pensions (comtinted)
Defined henefit scheme

The group operates a defined benefit scheme, the Wrekin Group Pension Scheme. The defined benefit scheme was
closed to new members on 31 August 2003.

Contributions to the scheme are charged o the profit and loss account s0 as to spread the cost of pensions over
employees” working lives with the company. The contributiens are determined by an independent qualified actuary
on the basis of triennial valuations using the defined accrued benefit method.

The most recent valuation was at | January 2005, The principal assumptions adopted were future investment returns
of 9% per annum, before retirement. 8% per annum after retirement and price inflation of 4% per annum with assets
measured at market value, The valuation showed that the market value of the scheme’s assets was £11,307.000 at 1
January 2003 and that those assets represented 76% of the benefits that had accrued to members on these
assumptions on the Minimum Funding Requirement (*“MFR™) basis.

The company continues to pay contributions in respect of the past service liability,

The pension cost for the scheme was £Nil (vear ended 31 December 2004 (restated): £36,000). Contributions
amounting to £91.700 tvear ended 31 December 2004: £30.000) were payable to the scheme and are included in
creditors.

The valuation was updated by the actuary on an FRS 17 basis as at 31 March 2006.

The major assumptions used by the actuary in this valuation were:’

31 March 31 December 31 December

2006 2004 2003

Rate ollincrease in safaries Nil Nil Nil
Rite of increase in pensions in pavment 3.00% 3.00% 3.00%
Rate of increase in deferred pensions 2.50% 2.50% 3.00%
Disgount rawe applicd to scheme Habilities 5.00% 5.25% 3.50%
inflation assumption 2.50% 2.30% 2.75%

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions
which. due to the timescale covered. may not necessarily be borne out in practice.
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22 Pensions fcontinned)
Scheme assels

The tair value of the scheme’s assets, which are not intended 10 be realised in the short term and may be subject to
significant change before they are realised. and the present value of the scheme’s liabilities, which are derived from
cash flow projections over jong periods and thus are inherently uncertain, were:
Long term rate

Long term l.ong term rate

rate Value at ol return Value at of return Valuc at
of return - .
31 March 31 March 31 December 31 December 31 December 31 December
2006 2006 2004 2004 2003 2003
£000 £000 £000
Equities 7.75% 13,471 7.00% 9313 8.00% 8.179
Bonds 5.00% 1.077 3.25% 1431 3.25% 1.143
Otier - Property 4.50% 649 4.00% 673 3.50% 330
15,197 11.117 9.832
Present value of
scheme lishilities (23,493) (22.139) (19.512)
Deticit in the scheme —
pension Habilin (8,296} (11.022) (9.660)
Retated deterred tax
asset 2,489 3.307 2.898
Net pension lability (5,807) (7.713) (6.762)

An analysis of the movement in the deficit over the period is as follows:

31 March 31 December

2006 2004

£0060 £000

Deticitin schicme at beginning of period (11,022} (9.664)

Current service cost - (36

Contributions paid 1,042 600

Other linanee cost {493) (312)

Actuarial gain/(loss) 2,177 (1.614)

Deficivin the scheme at end of period (8,296) (11.022)
Analysis of other pension costs charged in arriving at operating profit:

31 March 31 December

20006 2004

£000 £000

Current service cost - (36)

Fotal operating charge - (36)
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22 Pensions (continued)

Analvsis of amounts included in other finance costs

31 March

2006

£000

[xpeeted retum on pension scheme assels ’ ' 957
Interest on peasion scheme labilitics (1,450}
Other finanee costs (493)

31 December
2004
£000

752
(1.064)

Analysis of amount recognised in the statement of total recognised gains and losses ("STRGL”) is as follows:

31 March 31 December
2006 2004
£000 £000
Actual return less expected return on scheme assets 2,469 277
Expericnee gafos and osses arising on scheme Habilitids: (11 818
Changes in assumptions underlying the present value of scheme liabilities (281) (2.709)
Actuarial foss recognised in statement of total recognised gains and losses 2,177 (1.614)
History of experience gains and losses
31 March 2006 31 December 2004 31 December
2002
% £000 % £0060 % £000
Ditterence between the expected and actual
return on scheme assets
Amourit 2,469 277 &19
Pereentage of scheme assets 16% 2% 8%
Expericnce gains and losses on scheme
Tiabifitics
Amount ’ {11) 818 (4.01%)
Pergentage of present value of scheme
liabifitics 0% 4% 21%
Torl amoun? recognised in statement of
recognised gains and losses
Amount 2,177 (L6l {4.856)
Percentage of present value of scheme
liabilities 9% 7% 25%
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23 Ultimate parent company

By virtue of being a wholly owned subsidiary included in the consolidated financial statements of a larger EU group.
the company is exempt under FRS8 from disclosing transactions or balances with entities that are party of the group
qualitving as a related party.

The company’s ultimate parent company is Wrekin Group ple. which is incorporated in Great Britain and registered
in England and Wales.

The financial statements of the company are included within the group financial statements of Wrekin Group ple, but
no other group financial statements.

Copies of'the group financial statements may be obtained from the registered office:

Lamledge Lane
Shifhal
Shropshire
TELL 8BE

28




