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JOHN HANLON AND COMPANY LIMITED

DIRECTORS' REPORT

FOR THE YEAR ENDED 31ST AUGUST 2005

The directors present their report and financial statements for the year ended 31st August 2005.

Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial year which 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;

- 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 which 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.

Principal activity
The company's principal activity continues to be that of the sale, hire and service of heavy equipment.

Review of the business and future prospects

The company has continued to increase the size of its hire fleet and this is now the major source of
income providing customers with quality service backed rentals to a large cross-section of industries.
The company is confident as to the continuing growth of its business.

Results and dividends

The company made a profit of £144,779 (2004 - £88,567) after tax, as detailed on page 4. The
director does not recommend the payment of a dividend.
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JOHN HANLON AND COMPANY LIMITED

DIRECTORS' REPORT CONTINUED

FOR THE YEAR ENDED 31ST AUGUST 2005

Directors
The directors who served during the year and their beneficial interests in the company's issued
ordinary share capital were:

Number of shares

2005 2004
J. F. Hanlon 60 60
Auditors

The auditors, Barber & Co., will be proposed for reappointment in accordance with Section 385 of the
Companies Act 1985,

i (—""
pved by the byard on 24 QA 2006 and signed on

(AN L

P. J. Hanlon
Secretary
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JOHN HANLON & COMPANY LIMITED
INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS

We have audited the financial statements of John Hanlon & Company Limited for the year ended 31st August 2005 which
comprise the profit and loss account, balance sheet, cash flow statement and related notes,

These financial statements have been prepared under the historical cost convention modified to include the revaluation of
freehold property and 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, Qur audit work has been undertaken so that we might state to the company's members those matters we are required
to state to them in an auditors' report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors
As described in the Statement of Director’s Responsibilities the company's director is responsible for the preparation of the
financial statements in accordance with applicable law and United Kingdom Accounting Standards.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
United Kingdom Auditing Standards.

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 to you if, in our opinion, the Director's 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 if information specified by law regarding director's remuneration
and transactions with the company is not disclosed.

We read the Director's Report and consider the implications for our report if we become aware of any apparent
misstatements or material inconsistence. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards 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.[t also includes an assessment of the significant estimates and judgements made by the director 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.

Basis of audit opinion continued

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.

Opinion
In our opinion the financial statements give a true and fair view of the state of the company's affairs as at 3 1st August 2005
and of its profit for the year then ended and have been properly prepared in accordance with the Companies Act 19835,

Barber & Co

Chartered Accountants and Registered Auditors
The Grange

3 Codicote Road

Welwyn @
Herts '

AL6OLY

Date: a_\ G\,\M 2006
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JOHN HANLON AND COMPANY LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31ST AUGUST 2005

Notes 2005 2004
£ £

TURNOVER 2 4,126,388 3,997,776
Cost of sales (3,052,750) (3,186,827)
GROSS PROFIT 1,073,638 810,949
Administration expenses (462,005) (290,692)
OPERATING PROFIT 3 T611,633 © 520,257
Interest payable 4 (430,728) (406,729)
PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION 180,905 113,528
TAXATION ON PROFIT ON
ORDINARY ACTIVITIES 5 (36,126} (24,961)
PROFIT ON ORDINARY
ACTIVITIES AFTER TAXATION 15 144,779 88,567

There were no recognised gains and losses for 2005 or 2004 other than those included in the profit and

loss account.

The notes on pages 7 to 15 form part of these financial statements.
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JOHN HANLON AND COMPANY LIMITED

BALANCE SHEET AS AT 31ST AUGUST 2005

Notes
£
FIXED ASSETS
Tangible assets 6
CURRENT ASSETS
Stocks 7 234,669
Debtors 8 727,849
Cash at bank and in hand 85,102
1,047,620

CREDITORS: Amounts falling due

within one year 9 (2,589,471)
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT
LIABILITIES

CREDITORS: Amounts falling due
after more than one year 10

2005
£

7,662,304

(1,541,851)

6,120,453

(4,517,260)

PROVISION FOR LIABILITIES AND CHARGES

- Deferred taxation 12
NET ASSETS

CAPITAL AND RESERVES
Called up share capital 13
Revaluation Reserve 14
Profit and loss account 15

SHAREHOLDERS' FUNDS 16

Represented by:
Equity interests

The financial statements were approved by the board on

(236,163)

£1,367,030

100
417,451
949,479

£1,367,030

£1,367,030

The notes on page 7 to 15 form part of these financial statements.
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321,388
859,739

1,181,127

(2,526,728)

2004
£

6,882,065

(1,345,601)
5,536,464
(4,114,176)

(200,037)

£1,222,251

100
419,386
802,765

£1,222,251

£1,222,251

2\ (S\'J\M 2006 and signed on its




JOHN HANLON AND COMPANY LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31ST AUGUST 2005

Notes
NET CASH INFLOW FROM OPERATING
ACTIVITIES 19
Interest paid

RETURNS ON INVESTMENT AND
SERVICING OF FINANCE

CORPORATION TAX PAID

Purchase of tangible fixed assets

Proceeds from sale of tangible fixed assets
CAPITAL EXPENDITURE AND

FINANCIAL INVESTMENT

NET CASH INFLOW BEFORE
MANAGEMENT OF LIQUID RESOURCES
AND FINANCING

INCREASE IN BORROWINGS 20
CAPITAL ELEMENT OF

FINANCE LEASE RENTALS 20
FINANCING

INCREASE IN CASH 21
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2005 2004
£ £
2,231,002 1,954,872
(430,728)  (406,729)
(430,728)  (406,729)
(222,749)  (272,982)
730,248 332,700
507,499 59,718
2,307,773 1,607,861
136,822 347,314
(2,359,493)  (1,955,175)
(2,222,671)  (1,607,861)
£85,102 £ -




I.1

1.2

1.3

1.4

JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST AUGUST 2005

ACCOUNTING POLICIES
Basis of preparation of financial statements
The financial statements are prepared under the historical cost convention modified to include

the revaluation of freehold property and include the results of the company's operations which
are described in the Directors' Report and all of which are continuing.

Turnover

Turnover comprises the invoiced value of goods and services supplied by the company, net of
Value Added Tax and trade discounts.

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost or valuation less depreciation.

Depreciation is provided at rates calculated to write off the cost or valuation of fixed assets,
less their estimated residual value, over their expected useful lives on the following bases:

Freehold buildings 2% per annum straight line basis
Motor vehicles 25% per annum straight line basis
Plant and machinery 20% per annum straight line basis
Hire fleet 15-20% per annum straight line basis
Office equipment 20% per annum straight line basis

No depreciation is provided on freehold land.

Leasing and hire purchase

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible
fixed assets. Assets acquired under such contracts are depreciated over their useful lives.
Finance leases are those where substantially all of the benefits and risks of ownership are
assumed by the company. Obligations under such agreements are included in creditors net of
the finance charge allocated to future periods. The finance element of the rental payment is
charged to the profit and loss account so as to produce a constant periodic rate of charge on
the net obligation outstanding in each period.
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1.5

1.6

1.7

JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D.

FOR THE YEAR ENDED 31ST AUGUST 2005

Operating leases

Rentals applicable to operating leases where substantially all of the benefits and risks of
ownership remain with the lessor are credited to profit and loss account as turnover as and
when such income arises.

Stocks

Stocks are valued at the lower of cost and net realisable value after making due allowance for
obsolete and slow-moving stocks. Cost includes all direct costs and an appropriate proportion
of fixed and variable overheads,

Deferred taxation

In accordance with FRS 19, deferred tax is provided on all liabilities where the transactions or
events that give rise to an obligation to pay more tax in the future have occurred at the
balance sheet date. Deferred tax assets are recognised to the extent that the director considers
that it is more likely than not that they will be recovered. Deferred tax assets and liabilities
have not been discounted.

TURNOVER

The whole of the turnover and profit before taxation is attributable to the one principal
activity of the company, the sale, hire and service of heavy equipment.

In the year to 31st August 2005 8.2% of the company's turnover was to markets outside the
United Kingdom (2004 — 4.9%).

OPERATING PROFIT
2005 2004
£ £
The operating profit is stated after charging/crediting:
Operating lease rentals receivable 3,700,016 3,385,882
Depreciation of tangible fixed assets
- owned by the company 47,362 104,102
- held under finance leases and hire purchase agreements 1,590,017 1,382,473
Auditors' remuneration 20,375 17,225
Profit on sale of fixed assets 62,738 50,219
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JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D.

FOR THE YEAR ENDED 31ST AUGUST 2005

INTEREST PAYABLE

Included in interest payable is interest on finance leases and hire purchase contracts of
£373,150 (2005 - £375,526).

TAXATION
2005 2004
£ £
Corporation tax
on the profit for the year - -
Deferred taxation (note 12) 36,126 24,961
36,126 24,961

There is no corporation tax payable because of tax losses brought forward and the availability
of capital allowances.

The tax assessed for the period is lower than the standard rate of UK taxation applicable to
the company of 19% (2004 - 19.00%). The differences are explained below:-

Profit on ordinary activitics before tax 180,905 113,528

Profit on ordinary activities multiplied by

standard rate of 19% (2004 - 19.00%) 34,372 21,570
Expenses not deductible for tax purposes 11 893
Capital allowances in excess of depreciation for period (35,751) (21,984)
Utilisation of / addition to tax losses 1,368 (479)
Current tax charge for the period £ - £ -
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JOHN HANL.ON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D.

FOR THE YEAR ENDED 31ST AUGUST 2005

6. TANGIBLE FIXED ASSETS

Freehoid Motor Plant & Hire Office
Property Vehicles  Machinery Fleet Equipment Total
£ £ £ £ £ £

COST OR VALUATION
At 1.9.04 962,445 156,249 92,908 9,096,107 30,468 10,338,177
Additions 135,431 50,371 - 2,797,533 - 2,983,335
Disposals - (54,395) ~ (1,906,107) - (1,960,502)
At31.8.05 1,097,876 152,225 92,908 9,987,533 30,468 11,361,010
DEPRECIATION
At 1.9.04 15,000 77,976 15,284 3,330,147 17,705 3,456,112
Charge for year 9,650 34,016 16,960 1,471,094 3,866 1,535,586
Disposals - (45.481) - (1,247,511) - (1,292,992)
At 31.8.05 24,650 66,511 32,244 3,553,730 21,571 3,698,706
NET BOOK VALUE
At31.8.05 1,073,226 85,714 60,664 6,433,803 8,807 7,662,304
NET BOOK VALUE
At31.8.04 947,445 78,273 77,624 5,765,960 12,763 6,882,065

Freehold property was revalued at 31st December 1987 to an amount which, in the opinion of the
directors represented open market value. Subsequent additions are at cost. The historical cost of the
freehold property at 31st August 2005 is £668,815 (2004 - £533,384).

The director is satisfied, on the basis of a professional valuation of the property’s potential annual
rental value carried out in July 2005, that the net book value of the property is in line with its market
value on the existing use basis.

The net book value of fixed assets held under finance leases was £6,434,398 (2004 -£5,741,194}

comprising hire fleet of £6,301,364 (2004 -£5,602,851), plant and machinery of £47,820 (2004 -
£60,570) and motor vehicles of £85,214 (2004 - £77,773).
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JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D.

FOR THE YEAR ENDED 31ST AUGUST 2005

STOCKS
2005 2004
£ £
Stocks for resale 77,234 169,989
Consumables and spares 157,435 151,399
234,669 321,388
DEBTORS
2005 2004
£ £
Trade debtors 549,340 593,824
Other debtors 176,965 241,744
Tax and Social Security 1,544 24,171
Prepayments - -
727,849 859,739
CREDITORS
2005 2004
£ £
Amounts falling due within one year:
Bank loan and overdraft (secured - see note 10) 20,899 213,508
Trade creditors 283,492 343,576
Other creditors 182,025 200,224
Finance leases and hire purchase contracts
(see note 10) 2,074,660 1,747,220
Accruals 28,395 22,200

2,589,471 2,526,728
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12.

JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D.

FOR THE YEAR ENDED 31ST AUGUST 2005

CREDITORS
2005 2004
£ £
Amounts falling due after more than one year:
Bank loans 789,025 459,594
Finance leases and hire purchase contracts 3,728,235 3,654,582

4,517,260 4,114,176

The bank loans and overdraft facility are secured by a debenture over the assets of the
company and a legal mortgage on the freehold property. The bank loans are repayable by
monthly instalments over the period to 2025 and bear interest at 6.35% variable and 6.9%
fixed.

FINANCE LEASES AND HIRE PURCHASE CONTRACTS

Liabilities falling due are payable

2005 2004

£ £

- within one year 2,074,660 1,747,220
- after more than one year 3,728,235 3,654,582

5,802,895 5,401,802

Finance leases and hire purchase contracts are secured by retention of title to the related assets
and all fall due in less than 5 years.

DEFERRED TAXATION

Provision is made for deferred taxation in accordance with FRS 19. Accordingly provision is
made in respect of accelerated capital allowances and other timing differences less trading tax
losses carried forward.
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JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D.

FOR THE YEAR ENDED 31ST AUGUST 2005

DEFERRED TAXATION - Continued

2005 2004
£ £
Deferred taxation 236,163 200,037

Provision is not made for the corporation tax which would be payable if the company's
property were sold at balance sheet value. At 31st August 2005 the amount payable would
have been £29,000 (2004 - £30,600).

CALLED UP SHARE CAPITAL

£ £
Authorised - Ordinary shares of £1 each 10,000 10,000
Issued - Ordinary shares of £1 each 100 100
REVALUATION RESERVE

£ £
Unrealised surplus on property revaluation
At st September 2004 419,386 421,321
Transfer to profit and loss account (1,935) (1,935)
At 31st August 2005 417,451 419,386

The potential tax liability on a sale of the property at the revalued amount is shown in note 12.

PROFIT AND LOSS ACCOUNT

£ £
At 1st September 2004 802,765 712,263
Transfer from revaluation reserve 1,935 1,935
Profit for the year 144,779 88,567
At 31st August 2005 949,479 802,765
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JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D,

FOR THE YEAR ENDED 31ST AUGUST 2005

MOVEMENT ON SHAREHOLDERS' FUNDS

2005 2004

£ £

Profit for the year 144,779 88,567
Opening shareholders' funds 1,222,251 1,133,684
Closing shareholders funds 1,367,030 1,222,251

RELATED PARTY TRANSACTIONS

The director is a partner in J. J. & B. Engineering, a partnership which provided services to
the company in the year for a value of £969,786. At 31st August 2005 £163,815 was due
from the partnership to the company. This indebtedness has since been repaid.

The director who served during the year is also a director of Pendring Limited and its

subsidiary Cravefields Limited and is a controlling shareholder of Pendring Limited. At 31st
August 2005 £182,024 was due to Pendring Limited and its subsidiary.

CAPITAL COMMITMENTS

There were no capital commitments authorised at 31st August 2005. (2004 - authorised and
contracted, £45,000),

Page 14.




19.

21.

20.

JOHN HANLON AND COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS CONT/D,

FOR THE YEAR ENDED 31ST AUGUST 2005

RECONCILIATION OF OPERATING PROFIT TO NET
CASH INFLOW FROM OPERATING ACTIVITIES

2005 2004
£ £
Operating profit 611,633 520,257
Depreciation charge 1,535,586 1,486,575
(Profit)/loss on sale of fixed assets (62,738) (50,219)
Decrease/(increase) in debtors 131,890 97,849
(Decrease)/increase in creditors (72,088) (94,392)
(Increase)/decrease in stocks 86,719 (5,198)
2,231,002 1,954,872
ANALYSIS OF CHANGES IN NET DEBT
£ £
Increase in cash 85,102 -
(Increase) in net borrowings (136,822) (347,314)
Capital element of finance lease rentals 2,359,493 1,955,175
New finance leases (2,760,586) (1,819,565)
Total movement (452,813) (211,704)
Net borrowings at beginning of period (6,074,904 (5,863,200}
Net borrowings at end of period 6,527,7117)  (6,074,904)
ANALYSIS OF NET DEBT
At 1st Sept Other non- At 31st Aug
2004 Cash flow cash changes 2005
Cash at bank and in hand - 85,102 - 85,102
Loans due after one year (459,594)  (329,431) - (789,025)
Loans and overdraft due
within one year (213,508) 192,609 - (20,899)
Finance leases (5,401,802) 2,359,493  (2,760,586)  (5,802,895)
(6,074,904) 2,307,773  (2,760,586)  (6,527,717)
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