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UPS LIMITED

DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2006

The directors submut herewith their annual report and the audited financial statements for the year ended 31
December 2006

PRINCIPAL ACTIVITIES AND REVIEW OF THE BUSINESS

The principal activities of the company are to provide domestic and international parcel dehivery services and
the provision of HM Revenue & Customs clearance facilities for inbound parcels, incorporating a delivery
service within the Unmited Kingdom for parcels that ongmate from the Umted Parcel Service worldwide
network

The company 1ntends to continue to expand its operations both domestically and internationally

REVIEW OF THE BUSINESS

The directors are pleased with the 2006 results which show sustamed growth in the core international and
domestic services The Company continues to generate steady revenue growth while improving product margins
through a focus on service enhancement and controlling expense

Turnover from continumg operations duning the year ended 31 December 2006 was £4192 mllion
(2005 £385 8 million) which represents a 9% trading increase

The operating profit for the year was £9 8 nulhion (2005 £10.7 million) This decrease of 8% was due to one
off costs rather than any inherent dechine 1n profitability

UPS Ltd is continuing to generate underlying growth as it expands the geographical coverage of its service both
domestically and internationally

The company continues tn the process of 1dentification, assessment, treatment, monitoring and reporting of risk
This process helps support business objectives by Linking 1nto business strategy, identifying and reacting to
emerging nsks and developing cost effective solutions to nsk exposures

The company’s operation of a worldwide parcel service creates an exposure to the volatility in the price or
availability of diesel fuel and this can affect the company’s performance To mitigate the impact of this nisk
UPS uses, purchasing policies, stockholding policies and an imdex-based surcharge that 1s adjusted monthly to
pass on price increases to its customers

In addstion to the above, the company’s principal activities create an exposure to other nisk factors that are both
external and nternal to the company These risks include but are mot limuted to falure to comply with
legslative and regulatory requirements ircluding environmental and htigation nisks, business continuity and the
actions of customers and competitors The company has implemented nsk controls and loss mitigation plans,
which have been effective to date but cannot give absolute assurance that such procedures will be effective in
identifying or controlling each of the operational nsks

RESULTS AND DIVIDENDS

The results for the year are set out on page 9 of the financial statements The directors have not proposed a
dividend (2003 - ml)




UPS LIMITED

DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2006
(CONTINUED)

DIRECTORS AND THEIR INTERESTS

Directors who have served throughout the year and to the date of thus report unless otherwise indicated are as
follows

W F Caplan (resigned 26 May 2006)

W Flick

HM Mensing

F Plamp (resigned 26 May 2006) (appointed 8 September 2006)
S C Denmson {appownted 26 May 2006) (resigned 8 September 2006)
J Barber {appouwnted 26 May 2006)

No director had any interests in the share capitat of the company dunng the period. There are no disclosable
interests 1n shares of other group companies

EMPLOYMENT OF DISABLED PERSONS

Disabled persons are employed by the group when they appear to be suited to a particular vacancy The
particular aptitudes and abilities of disabled persons are more easily met 1 certamn aspects of our business,
particularly 1n connection with clerical work, and every effort 1s made to ensure that they are given full and far
consideration when such vacancies anse In the event that any employee should become disabled while 1n our
employment every effort 1s made to ensure continuing employment within the group

EMPLOYEES' INVOLVEMENT

The group recogmses the meed to provide information to employees on issues affecting them and the
performance of the group This 1s achieved through periodic management meetings and the pubhcation of
mformation bulletins

DONATIONS

Chantable donations of £1,000 were paid 1n the year (2005 - £5,000)
No political donations were made 1n the year (2005 - £ml)




UPS LIMITED

DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2006
(CONTINUED)

GOING CONCERN BASIS

After making appropriate enquiries the directors have formed a judgement, at the time of approving the financial
statements, that there 15 a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future For this reason the directors continue to adopt the going
concern basis 1n prepanng the financial statements

PAYMENT OF CREDITORS

The company’s policy for the payment of 1ts suppliers 1s to agree the terms of payment i advance and, provided
a supplier performs 1n accordance with the agreement, to abide by such terms No creditor days figure 1s given
as the majonty of cost of sales represents intercompany charges, and hence any figure given would not be
representative

FINANCIAL RISK MANAGEMENT

The company 1s exposed to price nsks, wncluding market, currency and interest rate nsk, along with credit,
liquidity and cash flow risk The company has adopted nsk management policies that seek to mitigate these
nsks 1 a cost-cffective manner

Financral assets that expose the company to financial nisk consist principally of cash, trade receivables and other
receivables Fmancial Liabilitres that expose the company to financial nsk coasist principally of trade payables
and other payables The financial nisks associated with these financral instruments are considered mummal

Foreign Exchange nsk
The darectors are of the view that the company is not exposed to any sigaificant foreign exchange nsk

Interest rate_nsk

Interest-bearing financial assets and habilities are all short term Hence with the current interest rate level any
future vanation 1n interest rates will not have a matenal impact on net profit

Credit Risk

The company places its cash with creditworthy wnstitutions The company performs ongoing credit evaluation of
1ts customers' financial condition The carrying amounts of cash, trade recervable and other recervables
represent the maximum credit nsk that the company 15 exposed to The trade receivables are distributed 1n such a
manner that the concentration of credit nsk is not considered extraordinary

Liqudity Risk
The company is dependent on its related company for continued financial support and the directors are satisfied
that the financial support will be available when required

Fair value of Financial assets and financial habihities

The carrying amounts of cash and bank balances, trade and other current recervables and payables approximate
therr fair values due to the relatively shori-term maturing of these financial mstruments




UPS LIMITED

DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2006
(CONTINUED)

STATEMENT OF DIRECTORS’ RESPONSIBILATIES

The directors are responsible for preparing the annual report and the financial statements 1n 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 1n accordance with Umted Kingdom Generally
Accepted Accountmg Practice (United Kingdom Accountng Standards and applicable law) The financial
statements are required by law to give a true and fair view of the state of affars of the company and of the profit
or loss of the company for that period In prepanng these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,

- make judgements and estumates that are reasonable and prudent,

- state whether apphcable UK Accounting Standards have been followed, and

- prepare the financial statements on the gowng concern basis unless 1t 15 wmappropriate to presume that the
company will continue n 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 Compames 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 irregulanties.

AUDITORS
Each of the persons who 1s a director at the date of approval of this report confirms that.

- so far as the director 15 aware, there 15 no relevant audit information of which the company’s auditors are
unaware, and

- the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company’s auditors are aware
of that information

Thus confirmation 1s given and should be interpreted 1 accordance with the provisions of $234ZA of the
Compames Act 1985

A resolution to re-appomt Deloitte & Touche LLP as the Company’s auditor will be proposed at the
forthcoming Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

y,

E PLAMP
Company Secretary
29 October 2007




UPS LIMITED

Independent auditors’ report to the members of UPS Limited

We have audited the financial statements of UPS Limuted for the year ended 31 December 2006 which comprise
the profit and loss account, statement of total recogmsed gams and losses, the balance sheet and the related notes
1to0 23 These financial statements have been prepared under the accounting policies set out therein

This report 18 made solely to the company’s members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest extent
permutted by law, we do not accept or assume responsibihity to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opimons we have formed

Respective responsibilities of directors and anditors

The directors’ responsibihities for preparing the Annual Report and the financial statements 1n accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out i the Statement of Directors' Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on uditing (UK and Ireland)

We report to you our opimnion as to whether the financial statements give a tree and farr view and are properly
prepared m accordance with the Companies Act 1985 We also report to you, whether in our opinion, the
information given 1n the directors’ report 1s consistent with the financial statements

In addition we report to you if, 1n our opinton, the company has not kept proper accounting records, 1f we have not
recetved all the information and explanations we require for our audit, or 1f information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the directors’ report for the above penod and consider the implications for our report 1f we become aware
of any apparent musstatements within i1t

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures n the financial statements It also includes an assessment of the sigmificant estimates and judgements
made by the directors 1n 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 obtan all the information and explanations which we considered
necessary mn 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 wregulanty or error In formung our optnion
we also evaluated the overall adequacy of the presentation of information 1n the financial statements

Opinion

In our opimion.

» the financial statements give a true and fair view, 1 accordance with Umted Kingdom Generally Accepted
Accounting Practice, of the state of the company's affairs as at 31 December 2006 and of its profit for the year
then ended,

* the financial statements have been properly prepared in accordance with the Compames Act 1985 ; and

« the information given 1n the Directors’ Report 1s consistent with the financial statements

Deloitte & Touche LLP
LY (‘_ ]
ered Accountants and Registered Auditors
London
38 October 2007




UPS LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2006

Turnover

Cost of sales

Gross profit
Admmistrative expenses

Other operating income

Operating profit

Interest recervable and similar income
Interest payable and similar charges
Pension finance costs

Profit on ordinary activities before
taxation

Tax on profit on ordinary activities

Profit on ordinary activities after
taxation

Retained profit for the year

Notes

19

18

The notes on pages 10 to 24 form part of these financial statements

2006
£000
419,164

(358,863)

60,301
(51,538)

990

9,753
1,208
(1,966)

(378)

8,617

(2,158)

6,459

6,459

2005
£000
385,819

(327,139)

58,680
(48,741)

800

10,739
1,035
(2,521)

(809)

8,444

(3,170)

5,274

5,274




UPS LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2006

Notes
Profit for the year transferred to reserves
Actuanal gain / (loss} relating to the Pension Scheme 19
UK deferred tax attributable to the actuanal gan / (loss) 14

Total recognised gans and losses relating to the year
Pnor year adjustment for FRS 17

Total recogmised gains and losses since last annual
accounts and financial statements

2006
£'000

6,459
4,353

(1,306)

9,506

9,506

2005
£000
5,274

(4,035)

1,210

2,449
(17,940)

(15,491)




UPS LIMITED

BALANCE SHEET - 31 DECEMBER 2006

FIXED ASSETS
Tangible assets
Investments

CURRENT ASSETS

Stocks

Debtors falling due within one year
Debtors falling due after one year
Cash at bank and 1n hand

CREDITORS - amounts falling due within one year
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES
PROVISIONS FOR LIABILITIES

Pension - defined benefit liabilhities

NET LIABILITIES

CAPITAL AND RESERVES
Called up share capital

Share premium

Profit and loss account

SHAREHOLDERS' DEFICIT

The notes on pages 10 to 24 form part of these financial statements

Z
2
%

10
11
11

12

13

15
16
17

18

————

Restated*
2006 2005
£000 £000 £000 £000
65,171 42,611
2,349 2,349
67,520 44,960
190 264
94,576 91,207
2,013 320
3,034 11,374
99,813 103,165
(172,997) (156,186)
(73,184) (53,021)
(5,664) (8,061)
(2,247) {1,129)
(12,744) (20971)
(20,655) (30,161)
2 2
28,125 28,125
(48,782) (58,288)
(20,655) (30,161)

The financial statements were approved by the Board on 29 October 2007 and signed on ther behalf by

Please see note 1

j@
E PLAMP
Dharector




UPS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
ACCOUNTING POLICIES

Accounting policies

The financial statements are prepared 1n accordance with applicable United Kingdom law and accounting standards
The particular accounting polictes adopted are described below and have been applied m the current and preceding
year The restatement of the comparative figures n the balancesheet anses following the director’s decision that 1t 1s
more appropriate to show deferred tax asset as a debtor due after one year Accordingly the comparatives have been
restated to show the impact for prior year this change has no effect on the operating profit for current or prior year

Accounting convention
The financial statements are prepared under the historical cost convention

Operations
All Operations 1 UPS Ltd are from continuing operations

Tornover

Turnover represents amounts receivable for goods and services provided in the normal course of business, net of
trade discounts, VAT and other sales related taxes

Gronp accounts

The company has taken advantage of the exemption granted under section 228A of the Companies Act 1985 not to
produce group accounts UPS Ltd 1s a subsidiary of UPS (UK Holding) Limited which itself is a subsidiary of UPS
International Inc which 1s not established under the law of an EEA State. UPS (UK Holding) Ltd has met all the
condimions necessary to be exempt from completing consolidated financial statements Consequently, the financial
statements of UPS International Inc present information about the undettaking itself rather than its group UPS (UK
Holding) Ltd 1s also, on this bass, cxempt from the requirement of FRS 1 (revised) to present a cash flow statement

Tangible fixed assets
Tangible fixed assets are stated at cost net of depreciation and any provision for impairment

Depreciation of tangible fixed assets 1s provided at rates calculated to reduce their cost to estimated realisable value
at the end of their anticipated useful lives

Freehold buildings 20 10 40 years

Leasehold improvements Costs are written off over the terms of the leases or the estimated
remaimng life if shorter

Fixtures, fittings, tocls and equipment 3to 10 years

Motor Vehicles 310 11 years

Freehold land 1s not depreciated

Investments

Investments held as fixed assets are stated at cost Iess provision for impairment 1a value.
Stocks

Stocks are stated at the lower of cost and net realisable value

Foreign currency

Transactions denommated m foreign currencies are translated into sterling at the rates ruling at the dates of the
transaction Monetary assets and liabilittes denominated in foreign currencies at the balance sheet date are
translated at the rates ruling at that date These translation differences are dealt with 1n the profit and loss account

10




UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

Pension costs

For the defined benefit schemes the amounts charged to operalng profit are the current service costs and gains and
losses on setflements and curtailments They are inctuded as part of staff costs Past service costs are recogmised
immediately mn the profit and loss account if benefits have vested If the benefits have not vested immediately, the costs
are recognised over the period until vesting occurs The interest cost and the expected return on assets are shown as a
net amount of other finance costs or credits adjacent to interest Actuanal gams or losses are recogmsed immediately 1n
the statement of total recogmsed gains and losses

Defined Benefit schemes are funded, with the assets of the scheme held separately from those of the company, m
separate trustee admmstered funds Pension scheme assets are measured at fair value and habihities are measured on an
actuznal basis using the projected umit method and discounted at a rate equivalent to the current rate of return on a high
quality corporate bond of equivalent currency and term to the scheme liabihties The actuanal valuations are oblamed
at least tnenmally and are updated at each balance sheet date The resulting defined benefit asset or hability net of
related deferred tax, 15 presented separately after other net assets on the face of the balance sheet

For the defined contrnibution schemes the amount charged to the profit and loss account 1n respect of pension costs and
other post-retirement benefits 1s the contnbution payable in the year Differences between contributions payable 1n the
year and the contnbutions actually pamd are shown as either accruals or prepayments 1n the balance sheet

Leases

Assets held under finance leases and other simular contracts, which confer nghts and obligations sirular to those
attached to owned assets, are capitalised as tangible fixed assets and are depreciated over the shorter of the lease terms
and their useful hives The capital elements of future lease obhigations are recorded as habihities, while the interest
elements are charged to the profit and loss account over the pertod of the leases Lo produce a constant rate of charge on
the balance of capital repayments outstanding Operating lease rentals are charged to profit and loss account n equal
amounts over the lease term

Taxation

Current tax, meluding UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substanually enacted by the balance sheet date

Deferred tax 15 provided 1n full on umung differences, which result 1n an obligation at the balance sheet date to pay
more tax, or a nght to pay less tax, at a future date

A net deferred tax asset 1s regarded as recoverable and therefore recogmsed only when, on the basis of all available
evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying iming differences can be deducted

Deferred tax 15 not recognsed when fixed assets are revalued unless by the balance sheet date there 1s a binding
agreement to sell the revalued assels and the gam or loss expected to arise on sale has been recogmsed wn the financial
statements Neither 15 deferred tax recogmsed when fixed assets are sold and 1t 1s more likely than not that the taxable
gain will be rolled over, being charged to tax only 1f and when the replacement asseis are sold

Deferred lax 1s measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected Lo reverse, based on tax rates and laws that have been enacted or substantively enacted by the
balance sheet date Deferred tax 1s measured on a non-discounted basis

11




UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

TURNOVER

Turnover represents the value of services mvoiced to UK customers and other group compames for forwarding of
parcels and freight both domesucally and intermationally and the provision of HM Revenue & Customs clearance
facihiuies together with amounts voiced to group undertakings for services rendered on their behalf It 1s stated net of
value added tax and duty

Turnover, pre-tax profits and net assets are matenally attnbutable to the provision of services as parcel and freight
forwarders and customs clearance agents and for the provision of services to other group companies

OPERATING PROFIT
2006 2005
, £'000 £000
Operating profit 1s stated after charging
Depreciation
- Owned tangible fixed assets 5,402 5,140
Gain/(loss) on disposal of fixed assets 175 235
Loss on foreign currency exchange (6} 38
Auditors’ remuneration
- Audit fees 72 80
- Other services taxation 101 95
Operating lease charges
- Plant and machinery 2,196 2,240
- Other assets 5,082 4,874
INTEREST RECEIVABLE AND SIMILAR INCOME
2006 2005
£'000 £000
Bank 1nterest receivable 1,208 1,035
INTEREST PAYABLE AND SIMILAR CHARGES
2006 2005
£000 £000
Bank loans and overdrafis 1,966 2,521




UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
{(CONTINUED)

TAX ON PROFIT ON ORDINARY ACTIVITIES

2006
£000
Current tax:
UK corporation tax on profit of the year at 30% (2005 30%) 1,763
UK corporation tax - adjustments 1n respect of prior years (132)
Total current tax 1,631
Deferred tax:
Pension movement 2,220
Current year movement (1,742)
Adjustments 1n respect of prior years 49
Total defemred tax 527
Tax on profit for the year 2,158

Deferred tax assets/habilities have not been discounted

Factors affecting tax charge for the year

£9000

1,575

1,575

(89)
1,994
(310)

1,595

3,170

The tax assessed for the year differs from the standard rate of corporation tax in the UK (30%) The differences are

explained below

2006

£000
Profit on ordinary activities before taxation 8,617
Profit on ordmary activities at the standard UK rate of tax (30%) 2,585
Capital allowances versus depreciation (609)
Short term timing differences 73
Pnior penod revisions (132)
Group relief claimed {923)
Utihsation of tax losses -
Items not deductible for tax purposes 637

1,631

Adjustments in respect of previous years anse from the agreement of prior year tax computations

13

2005
£000
8,444

2,533
(564)
(36)

(270)

(1,394)
1,306

1,575




UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

INFORMATION REGARDING DIRECTORS AND EMPLOYEES

The average number of employees, including directors, during the year was made up as follows

Office and management

Operators

Staff costs dunng the year amounted to

Wages and salaries
Social security costs
Other pension costs

The aggregate amount of directors' emoluments excluding pension

The emoluments of the highest paid director - excluding pension

The accrued pension of the highest paid director - defined benefit

There was no amount paid to either W Caplan or S Dennison for loss of office

14

2006
Number

1,410
2,512

3,922

2006
£000

87,854
8,002
2,896

99,352

2006
£'000

579

309

2005
Number

1,460
2,176

3,636

2005
£000

78,841
7,682
2,880

89,403

2005
£000

839

542




UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

TANGIBLE FIXED ASSETS
Short
Freehold Leasehold Owned
Land and Land and Plant and
Buildings Buldings Machinery Total
£000 £000 £000 £000

Cost or valuation
At 1 January 2006 22,462 3,963 70,294 96,719
Additions 19,348 - 9,196 28,544
Disposals - (48) (2,149) (2,197
At 31 December 2006 41,810 3,915 77,341 123,066
Depreciation
At 1 January 2006 3,723 2,887 47,498 54,108
Charge for the year 181 285 4,936 5,402
Impairment charge - - 191 191
Disposals - (25) (1,781) (1,806)
At 31 December 2006 3,904 3,147 50,844 57,895
Net book value
At 31 December 2006 37.906 768 26,497 65,171
At 31 December 2005 18,739 1,076 22,796 42,611

Included within freehold land and bwldings :s land at a cost of £15,412,519 (2005: £15,412,519) that 1s not

depreciated The market value of this Land 1s £18,281,000

15




UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
{(CONTINUED)

INVESTMENTS HELD AS FIXED ASSETS

Subsidiary
Undertaking
£000
Cost
At 1 January 2006 and 31 December 2006 2,349

The subsidiary undertakings of the company at 31 December 2006, which are all incorporated 1 Great Bntain and
registered tn England and Wales, are

Class of Proportion Nature of
Share Held Held Business
Carryfast Holdings Limited Ordinary 100% Holding Company
Carryfast Limited Ordinary 100%* Non trading

* Indirect holding

In the directors' opimon the aggregate vatue of the shares in the subsidiary undertakings 15 not less than the amouats
at which they are stated m the balance sheet

STOCKS

2006 2005
£000 £000
Consumable stores 190 264
DEBTORS Restated*
2006 2005
£000 £000

Amounts falling doe within one year:
Trade debtors 57,762 58,662
Amounts owed by group undertakings 33,657 28,482
Corporation tax recoverable 147 142
Other debtors 1,228 1,917
Prepayments and accrued mcome 1,782 2,004
94,576 91,2067

Amounts falling due after one year
Deferred tax 2,013 320
2,013 320

* Please see note 1

16
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UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006

(CONTINUED)

CREDITORS (amounts falling due within one year)

Trade creditors

Amounts owed to group undertakings
Other creditors

Other taxation and social securnity
Accruals and deferred income

PROVISIONS FOR LIABILITIES

At 1 January 2006

Charge to profit and loss account

At 31 December 2006

The provistons represent dilapidations and onerous leases for the various properties mantained by UPS Limuted
The directors behieve the dilapidation expenditures will be incurred within the next five years to restore the

conditions of the properties

17

2006 2005

£000 £000

10,664 6,685

143,146 130,169

58 -

6,182 8,285

12,947 11,047

172,997 156,186

Onerous Lease Dilapidations Total
£'000 £000 £000
- (1,129 (1,129)
(744) (374) {1,118)
(744) (1,503) {2,247




14

UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

DEFERRED TAXATION

The deferred tax asset has been fully recogmsed as shown below and 1s included with "debtors - note 11"

Provided
(assets)/habilities
Restated*

2006 2005

£000 £000

Capital allowances 1n excess of depreciation 1,658 1,058
Other tuning differences (3,671) (1,378)
Deferred tax (2,013) (320)
Deferred Tax on Pensions (5,461) (8,987)
Total Deferred Tax {7.474) (9,307)
Deferred
tax asset

£000
At 1 January 2006 (9,307)

Charge to profit and loss account (Note 6) 527

Movement in Statement of Total Recognised Gains and Losses 1,306
At 31 December 2006 (7,474)

*Please see note 1
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UPS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

CALLED UP SHARE CAPITAL
2006 2005
£000 £000
Authorised:
100,000 Ordinary Shares of £1 each 100 100
Called up, allotted and fully paid:
2,000 Ordinary Shares of £1 each 2 2
SHARE PREMIUM ACCOUNT £000
At 1 January 2006 and 31 December 2006 28,125
RESERVES
Profit and
loss account
£000
Deficit - 1 January 2006 (58,288)
Profit for the year 6,459
Actuanal gain relating to the pension scheme 4,353
UK deferred tax attnbutable to the actuanal gain (1,306)
Deficit as at 31 December 2006 {(48,782)
RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' DEFICIT
2006 2005
£000 £000
Opening shareholders’ deficit (30,161) (32,610)
Profit for the financial year 6,459 5274
Actuanal gain /(loss) relating to the pension scheme 4,353 (4,035)
UK deferred tax attributable to the actuanal loss (1,306) 1,210
Closing shareholders” deficit (20,655) (30,161)
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UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006

(CONTINUED)

PENSION COSTS

UPS Linuted operates a funded group defined benefit pension scheme The assets of the scheme are held 1n a

separate trustee admimstered fund

Scheme
Date of last full actuanal valuation
Actuanal method
Man assumptions
Excess of investment returns over
- general salary increases
- annual 1ncreases 1n pensions
Results
Market value of assets (defined benefit assets)
Funding level (defined benefits)
Due date of next full actuarial valuation

Contribution rate as a percentage of pensionablte earnings
For 2006
For next five years

Main actuarial assumptions:

Inflation

Rate of increase 1n salary

Rate of increase 1n penstons in payment
Rate of increase for deferred pensions
Discount rate

20

UPS
5 Apnl 2006
projected umit
375%
275%
£50 7 mlhion
63%
5 Apni 2009
28 6%
28 6%
2006 2005 2004 2003
3 00% 290% 290% 300%
4 00% 390% 3 90% 4 00%
3 00% 2 90% 290% 3 00%
300% 2.90% 2 %0% 2.90%
515% 475% 525% 575%
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UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006

(CONTINUED)
PENSION COSTS (CONTINUED)

Fair value of scheme assets and expected rate of return:

2006 2005 2004

% £000 % £000 % £000

Equihies and Property 7 00% 43,326 700% 38,610 710% 31,531
Bonds 4 45% 5,100 4 10% 4,057 4 57% 2,734
Corporate Bonds 515% 5,099 475% 4,066 523% 2,728
Cash 525% 7,259 4 50% 782 -
Total value of scheme assets 60,784 47,515 36,993
Present value of scheme habalities (78,989) {77.473) (62,621)
Deficit in Scheme (18,205) (29,958) (25,628)
Related deferred tax 5,461 8,987 7,688
Net pension deficit (12,744) (20,971) {17,940)
2006 2005

Amonunts included within operating profit: £000 £000
Current service cost 1,808 1,972
2006 2005

Amounts included as other finance costs: £000 £000
Expected return on pension scheme assets 3,388 2,572
Interest on pension scheme hiabilities (3,766) (3.381)
(378) (809)

Amounts included in the statement of recognised gains and losses: 2006 2005
£'000 £000

Dafference between actual and expected return on scheme assets 833 5,962
Expenence ansing on scheme liabilihes (850) 329
Effects of changes 1n assumptions in present value of scheme habiliies 4,370 (10,326)
4,353 (4,035)
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UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006

(CONTINUED)
PENSION COSTS (CONTINUED)
Analysis of movement in scheme deficit:

At 1 January 2005
Current service cost
Contributions

Net finance charge
Actuanal gain / (loss)

At 31 December 2006

5 year history of experience gains and losses:

Dufference between actual and expected
return on scheme assets
gain / (loss) amount (£000)
percentage of scheme assets

Experience gain / (loss) ansing on scheme
amount (£000)
percentage of scheme habilities

Changes 1n the assumptions underlying the
amount (£000)
percentage of scheme Liabilities

Total amounts included 1n consclidated
gan / (loss) amount (£000)
percentage of scheme hiabilities

2006 2005

£000 £000

(29958)  (25,628)

(1,808) (1,972)

9,586 2,486

(378) (809)

4,353 (4,035)

(18,205)  (29,958)
2006 2005 2004 2003 2002
833 5,962 1,229 2234 (7,709)
14%  125% 33% 73%  307%
(850) 329 1,448 72  (1,732)
-11% 04% 23% 18% 34%
4370 (10,326)  (4,906) 2,498  (11,810)
55%  133% 78% 46%  233%
4353 (4,035  (2,229) 3,760 (21,251
55% 52% 3 6% 69%  419%

The Defined Benefit section 1s closed to new entrants An approximate actuanal valuation of the Defined Benefit
section was carried out by a qualified independent actuary as at 31 December 2006 This was based on the results of
the formal actuanial valuation of the Plan as at 1 April 2006 The company also operates a defined contribution scheme
that 1s open to new entrants for which the pension cost charge for the year amounted to £1,088,000 (2005 £908,000)

The figures above exclude any assets and habilities ansing from members' individual accounts Plan members may
pay Additional Voluntary Contributions (AVCs) These operate on a defined contnbution basis The figures above
exclude any assets and habihities ansing from members' individual AVC accounts

FINANCIAL COMMITMENTS

Capital Commitments
Authonsed but not yet contracted for-
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2006
£000

31,300

2005
£000

43,676
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UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006

(CONTINUED)
FINANCIAL COMMITMENTS (CONTINUED)

Operating lease commutments

At 31 December 2006 the company and group had comrmtments dunng the next financial year in respect of non-

cancellable operaung leases as follows

Other

Land & buildings
2006 2005 2006
£000 £000 £'000
Expinng within | year - 5 -
Expinng duning years 2 to 5 880 2,413 1,980
Expuring thereafter 834 1.811 2,653
1,764 4,229 4,633

CONTINGENT LIABILITIES

2003
£'000

1,030
1,015

2,045

UPS Limited, the company, has entered into a Composite Accounting Agreement with 1ts bankers whereby the
company has a full nght of set-off of bank balances and 1nterest between the company and three other group compames

Al the year end, the company has 1n 1ssue 2 Bonds and Guarantees 1n favour of HM Customs & Excise for £20,000,000

and £510,000 respectively (2005 £20,000,000 and £510,000)

DISCLOSURE OF AUDITORS REMUNERATION

The Companies (Disclosure of Auditor Remuneration) Regulations 2005 require companies {other than small and
medium-sized compames) ncorporated 1 Great Britain (under the Compames Act 1985 or 1ts predecessor Acts) to
report, in therr financial statements for financial years beginming on or after 1 October 2005, details of the services that
they and thetr subsidiaries have purchased durnng the financial year from their auditors and any "associates” of their
auditors The services purchased by UPS Lid and the supplier are as follows

Auditing
Taxation

Pension
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2006 2005
£000 £000
72 80
84 78

17 17
173 175
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UPS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2006
(CONTINUED)

ULTIMATE PARENT UNDERTAKING

The company 1s a direct subsidiary of UPS (UK Holding) Limited which 1s incerporated 1n Great Britain and registered
0 England and Wales The ultimate parent company and controlling party 1s Umted Parcel Service, Inc , incorporated
n the United States of Amenca This company also compnse the smallest and largest group for which consohdated
accounts are prepared including the results of this company

UPS (UK Holdingy Limted has taken advantage of the exemption granted under section 228A of the Companies Act
1985 not to produce group accounts

Copies of the financial statements for United Parcel Service Inc are available fram UPS House, Forest Road, Feltham,
Middlesex TW13 7DY

The company has taken advantage of the exemption contained within FRS8 (Related Party Disclosures) which allows
the company not to disclose transactions with group entities or investees of the group qualifying as related parties
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