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READING TRANSPORT LIMITED

Report of the directors for the year ended 30 September 2006

The directors present their report together with the audited financial statements for the year ended 30 September
2006

Results and dividends
The profit and loss account of the company 15 set out on page 8 and shows the result for the year
A dividend amounting to £150,000 was paid to ordinary shareholders during the year (2005 - £324,790)
The directors do not recommend the payment of a final dividend (2005- £Nil)
Principal activities
The main activities of the company remain
(a) the provision of local bus services within the greater Reading and Newbury areas,
(b) the sale of coach hohdays and operation of an excursion programme,
(c) the provision of vehicles and dnivers for pnivate lure contracts
Post balance sheet events

Colin Thompson stepped down as Managing Director from 31 December 2006 after 16 years of service
with the company The expectation 1s to make an appointment by 31 March 2007

Review of business and future developments
Trading to Date and Future Prospects

The principal business activities during the year have been to operate bus services in Reading and
Newbury plus provision of leisure travel through Goldline Travel our coaching division The profit and
loss account 1s set cut on page 8 and shows turnover for the year of £23 6m and profit after tax for the year
of £1 7Tm. The company’s cash position remains strong with cash of £2 4m held at the balance sheet date

Duning the year ended 30 September 2006, the company adopted, in full, the requirements of FRS 17
“Retirement Benefits” This has had a sigmficant impact on the company’s financial statements The main
impact has been to recogmse on the balance sheet a pension scheme habality, net of deferred tax asset,
amounting to £105m, 1n respect of the deficit on defined benefit pension schemes operated by the
company Thus has therefore reduced the company's net assets by an equivalent amount The result for the
year includes a credit of £1 7m 1n respect of the impact of settlements and curtaxlments relating to the
penston schemes The company has accounted for the impact of FRS 17 on the results for pnor years by
way of a prior year adjustment, which has had the effect of reducing brought forward reserves by £9 4m
Further information relating to the company’s penston obligations can be found 1n note 24 to the financial
statements

Dunng the past year, turnover from the company's operations increased by 3 1% The Company has
performed better than expected despite steep increases 1n the costs of pension contributions, depreciatton,
and fuel




READING TRANSPORT LIMITED

Report of the directors for the year ended 3¢ September 2006 (continued)

Trading to Date and Future Prospects (continued)

These three cost factors mainly affected the last quarter of 2005/06 and whalst the directors foresee them
continung throughout 2006/07, the rate of increase 1s not expected to worsen As a result of these
increasing costs, when considenng the company's budget for 2006/07, the directors decided not to
purchase buses for either of the company’s commerctal networks Duning the past two years these networks
have had an ambitious level of capital investment A further 21 double deck buses were ordered 1n March
2007 for delivery after September 2007 and at that time the objective of branding Reading's key radial
services within three years wall be completed

The company has been successful n retaining large contracts awarded by Vodafone Pic, Thames Valley
Business Park, Reading Borough Council and Wokingham District Council These services nclude
provision of staff shuttle and park and nde services All the contracts were won with proposals to operate
new vehicles Whilst competition for contracts m Reading and Newbury remains strong and there has been
pressure on profits, the Company has been able to retain work within its operating territones

The Company paid an intenm dividend of £150,000 and there was no final dividend recommended by the
durectors

The vehscle supply relationship with Scamia GB has enabled the Cornpany to make significant savings n
the cost of engimeenng support services and increase vehicle availability The first buses that comphed
with Euro IV emussion standards were delivered in September 2006

Risks and Uncertainties Faced By the Company

The business has continued to be a stable organization 1n terms of labour turnover and compeutor pressure
for customers and contracts The fares increase in October 2005 did not cause any noticeable loss of
patronage and indeed the on-going transfer to seasen tickets from on-bus tickets now means that only 33%
of customers pay at the ume of travel The company’s cash flow from large contracts has been consistent
and there are no delinquent debtors

The business 15 investing over three years in new vehicles for its Premier Route network The intention 1s
to purchase some 70 new vehicles (costing approximately £10 5 mullion) by the autumn of 2007 Most of
these buses will be leased to ensure that the business has sufficient medium term hquidity  The company’s
policy 15 to fund these assets with fixed interest rate terms over at least seven years New vehicles will
reduce the company’s engineering costs and 1n thus way will be partially self-financing

The cost of fuel rose by 14% duning the financial year and thus represents a sigmificant nsk to the business
The company’s policy has been to enter into 12 month fixed price agreements with its fuel suppliers to
hedge against this nisk




READING TRANSPORT LIMITED

Report of the directors for the year ended 30 September 2006 (continued)

Main Business KPI's

The company uses the followng KPI's to manage 1ts operational and financial activities

Key Performance Indicators 2004/05 2005/06
No of PSV'’s 209 201
Approximate Fleet Age 85 Years 69 Years
Turnover/Vehicle £109,800 £117,600
Tumover/Employee £43,800 £46,500
Wapge Costs as a Percentage of Turnover 60% 59%
Fuel Costs as a Percentage of Turnover 63% 6 9%
Depreciation as a Percentage of Turnover 51% 6 6%
Percentage of bus conformng to Euro III emussion 61% 83%

standard or above
Unusunal Transactions

The company's Shareholder Reading Borough Council has loaned the company £2,167,990 at a
commercial rate of interest to purchase 17 vehicles Details of the loan are provided in note 29 to the
financial statements

Board Changes, Awards and Recognition

The Board of Directors has been restructured Councilor Tony Jones was appointed Chair 1n December
2005 and two new non-executtve directors were appointed on 16 January 2006  Francis Connolly
(founding partner of Peter Brett Associates) and Keith Moffatt (former Chief Executive of Transhnk) have
considerable expenence in bus network and urban planning processes Colin Thompson left the Board at
the end of December 2006 to enable further changes to be made to the to skull sets within the Board The
Board thanks Colin Thompson for the sigmificant contribution he made to the business durmg his tume as
Traffic Operations and latterly Managing Director Mr James Freeman has been appointed by the Board as
Chief Executive and 1s expected to take up his new role at the beginming of August 2007

The Company achieved industry recognition by winning an award from RouteOne magazne for its traimng
program Currently, 95% of dnving staff hold an NVQ level II and there were 3,500 hours of traming
delivered m 2005/06 A second award of Bus Manager of The Year for our Operations Director was given
by RouteOne Magazine recognizing the transformation of the operating standards of the business

Future Trading Prospects

Reading 15 an economuc hot-spot and the business will match nsing service level expectations from s
customers (82% of Reading customers are satisfied with alt aspects of our services) and stakeholders to
remaimn successful A report by consultants commussioned by the Company found that the cost of velucular
congestion 1n the Reading urban area 1s £52 mullion per annum At this level, 1t 1s vital that car use be
reduced and the role of public transport enhanced Reading Borough Council recogmzes the importance of
these pressures on the local economy and managing the road network to encourage bus travel

Difference between Market Value and Book Value of Land and Buildings

In the opimon of the Directors’ the written down values of the land and buildings are not matenally
different from the market values of those assets

3




READING TRANSPORT LIMITED

Report of the directors for the year ended 30 September 2006 (continued)

Charitable and political contributions

Contnbutions made by the company duning the year for chantable purposes amounted to £2,763 (2005 -
£825) No political contnbutions were made during the year

Employees

The company through 1ts management tearn has an uncompronusing commitment to customer service, to
mvolve, develop and reward our employees and to developing a culture within the company to be
competitive, modern and outward looking

In order to achieve these objectives the company 1s continually evolving a comprehensive communications
system, mcluding a quarterly newsletter and monthly briefing notices, to ensure that employees fully
understand what 1s happemng in the company, both in general and financial terms and that the views of our
employees are taken into account when decisions are made

The company beheves that, 1n order to secure the future, a substantial investment 15 needed in traimng
covering management and supervisory skills and customer care competencies The company employs
engineenng apprentices at a ime when many compames have reduced and even disbanded such schemes

It has always been company policy to treat job applicants and employees in the same fair way regardless of
their sex, race, ethic engin or disability, and we are keen to ensure that a positive canng approach to good
equal opportunities practice 1s being adopted

The company’s policy 1s to recruit disabled workers for those vacancies they are able to fill Should an
employee become disabled 1t 1s our policy to continue the current employment when possible, or to offer
alternatives where feasible, giving re-traiming as necessary

Directors

The directors of the company at 30 September 2006, all of whom, unless stated, served throughout the year
then ended, were

Councillor A Jones (Chair)

Mr C Thompson (resigned 31 December 2006)
Mr J Carney (Acting Managing Director, Financial Director and Company Secretary)
Mr S Sumpson (Operations Director)

Mr D M Downes

Councillor R J Green

Councillor A W Page

Councillor ] E Orton

Councillor S M Singleton-White

Mrs B Ticker (resigned 16 January 2006)

Mr C Goodall (resigned 16 January 2006)

Mr F Connelly (appointed 16 January 2006)
Mr K Moffatt (appointed 16 January 2006)

At 30 September 2006, third party indemnity cover i respect of the company’s directors was in force




READING TRANSPORT LIMITED

Report of the directors for the year ended 30 September 2006 (Continued)

Directors’ interests in shares of the company
None of the directors had any interest in the shares of the company
Directors' responsibilities

The directors are responsible for preparing the Annual Report and financial statements in accordance with
applicable law and United Kingdom Generally Accepted Accounting Practice

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
year In prepanng those financial statements, the directors are required to

e  select surtable accounting policies and then apply them consistently;
*  make judgements and estimates that are reasonable and prudent,

s  state whether apphicable accounting standards have been followed, subject to any matenal departure
disclosed and explained tn the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 18 inappropnate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounuing 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 Compamies Act 1985 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detecuon of fraud and other
uregulanties

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of
any information needed by the company's auditors for the purposes of their audit and 10 establish that the
auditors are aware of that information The directors are not aware of any relevant audit information of which
the auditors are unaware

Auditors
BDO Stoy Hayward LLP have expressed their willingness to continue in office and a resolution to

reappoint them will be proposed at the annual general meeting

By order of the Board

26-7-07

Camey
ecretary




READING TRANSPORT LIMITED

Report of the independent auditors

To The Shareholders Of Reading Transport Limited

We have audited the financial statements of Reading Transport Limuted for the year ended 30 September
2006 which compnise the Profit and Loss Account, the Statement of Total Recogmsed Gains and Losses, the
Balance Sheet, the Cashflow Statement and the related notes These financial statements have been prepared
under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors” responsibilities for prepaning the financial statements 1n accordance with applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set
out 1n the Statement of Directors’ Responsibilities

Our responsibility 15 to audit the financial statements i 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 have been
properly prepared 1n accordance with the Companies Act 1985 and whether the information given in the
Dhirectors’ Report 15 consistent with those financial statements We also report to you if, it our opinton, the
company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audst, or if information specified by law regarding directors’ remuneration
and other transactions 15 not disclosed

We read the Directors’ Report and consider the implications for our report 1f we become aware of any
apparent musstatements withua 1t

Our report has been prepared pursuant to the requirements of the Companies Act 1985 and for no other
purpose No person 1s enttled to rely on thus report unless such a person 15 a person entitled to rely upon
this report by virtue of and for the purpose of the Compames Act 1985 or has been expressly authonsed to
do so by our prior wntten consent Save as above, we do not accept responsibility for thus report to any
other person or for any other purpose and we hereby expressly disclaim any and all such hiability

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 andit includes exarmmunation, on a test basis, of evidence relevant to the
amounts and disclosures i the financial statements It also includes an assessment of the significant
esumates and judgments made by the directors 1n the preparation of the financial statements, and of whether
the accounting policies are appropnate 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 matenal misstatement, whether caused by fraud or other irregulanty or
error In forming our epimon we also evaluated the overall adequacy of the presentation of information 1n
the financial statements




READING TRANSPORT LIMITED

Independent auditor’s report (Continued)

Opinion
In our opinion

 the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 30 September 2006 and
of 1ts profit for the year then ended,

« the financial statements have been properly prepared 1n accordance with the Compames Act 1985,
and

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

o $on Mopoast VP

BDO STOY HAYWARD LLP
Chartered Accountants

and Registered Auditors
Reading

Date 7, Tu\\j 2007




READING TRANSPORT LIMITED

Profit and loss account for the year ended 30 September 2006

Note
Turnover 2
Operating costs 3
Operating profit 6
Profit on disposal of fixed assets
Interest receivable and simular income
Interest payable and siumular charges 7
Other finance costs 8
Profit on ordinary activities before taxation
Taxation on profit from ordinary activities 9

Profit on ordinary activities after taxation

All amounts relate to continuing activities

The notes on pages 13 to 31 form part of these financial statements
8

£000
23,646

21,252

2,394

212

2,606

102

(347)
(229)

2,132

413

1,719

2005
(restated)
£000
22,941

22,357

584

185

769

100
(220)
(420)

229

84

145




READING TRANSPORT LIMITED

Statement of total recognised gains and losses for the year ended 30 September 2006

Profit for the year

Actuanal gains and losses on defined
benefit pension scheme

Deferred tax on pension scheme labihity

Total recognmised gains and losses for the year

Prior year adjustment

Note 2006
£'000
1,719

(2,633)
500

414)

24 (9,441)

(9,855)

The notes on pages 13 to 31 form part of these financial statements

9

2005
(restated)
£000

145

772
(147)

710




READING TRANSPORT LIMITED

Balance sheet at 30 September 2006

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stocks
Debtors
Cash at bank and 1n hand

Creditors: amounts falling due
within one year

Net current assets/(liabilities)

Total assets less current liabilities

Creditors: amounts falling due
after more than one year

Provision for liabilities and charges

Net assets exclnding pension lability

Pension liability

Net assets including pension liability

Note

10
11
12

13

14

15

16

17

24

2006 2006

£2000 £000

268

16,959

96

17,323
313
1,736
2,462
4,511
3,208

1,303

18,626
6,876
1,080

7,956

10,670

(10,553)

117

The notes on pages 13 to 31 form part of these financial statements

10

2005
{restated)
£'000

250
1,737
2,839

4,826

5,380

2,865

1,070

2005
(restated)
£000

289
14,555
96

14,940

(554)

14,386

3,935

10,451

9,770)

681




READING TRANSPORT LIMITED

Balance sheet at 30 September 2006 (continued)

2006
£000
Capital and reserves
Called up share capital 19 3,974
Profit and loss account 20 (3,857)
Equity shareholder’s funds 21 117

The financial statements were approved by the Board and authonsed for 1ssue on

S Sumpson
birector Ae[071[07

The notes on pages 13 to 31 form part of these financial statements
11

2005
(restated)
£000

3,974
(3,293)

681




READING TRANSPORT LIMITED

Cash flow statement for the year ended 30 September 2006

Note 2006 2006
£000 £000

Net cash inflow from operating
activities 26 1,715

Returns on investments and

servicing of finance
Interest recerved 102
Interest element of finance lease
rental payments (347)

(245)
Taxation
UK corporation tax -

Capital expenditure and financial

investment
Purchase of tangible fixed assets (935)
Sale of tangible fixed assets 363

(572)

Equity dividend paid (150)

Cash inflow before use of liquid
resources and financing 748

Financing
Capital element of finance lease
rental payments (926)
Loan repayments (199)

(1,125)

(Decrease)/increase in cash 27,28 3

The notes on pages 13 to 31 form part of these financial statements
12

2005
£000

100

(220)

(1,214)
682

(782)

2005
£4000

2,764

120y

(532)

(325)

1,790

(782)

1,008




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006

1  Accounting policies

The financial statements have been prepared under the historical cost convention and are 1n accordance
with applicable accounting standards The following principal accounting policies have been apphed

Pnor year adjustment

Dunng the year, the company has folly adopted accounting standard FRS17 “Retirement Benefits”
The wmpact of this standard has been reflected throughout the financial statements Prior year
comparaives have been restated where appropriate. Further details are provided under the heading
“penston costs” within this note

Group financial statements

The financial statements contain information about Reading Transport Limited as an individual
company and do not contain consolidated iformation as the parent of a group The directors have
taken the exemption not to nclude the subsidiary compames within consolidated financial statements
because their net assets would not be matenal to the financial statements

Goodwill

Purchased goodwill 15 the difference between the fair value of the consideration pad and the farr
value of the assets and hiabiliies acquired It 1s amortised through the profit and loss account over
the directors” estimate of 1ts useful econorme Iife The amortisation charge for the year 1s set out 1n
note 10

Tangible fixed assets

All tangible fixed assets are stated at cost, which 1s their purchase price together with any mcidental
expenses of acquisiton The purchase price of assets taken over at 20 October 1986 was established
by a valuation in accordance with guidelines 1ssued by the Department of Transport

Depreciation 15 calculated so as to wrte off the cost of tangible fixed assets, except freehold land,
less therr estimated residual values, on a systematic basts over the expected useful economc lives of
the assets concerned The principal annual rates used for (s purpose are

Long leasehold premium - over the pertod of the lease

Freehold and long leasehold bwmildings - 2% - 4% straaght line

Plant and machinery - 10%-20% straight line

Buses - 10% straight line

Other vehicles - 9%% - 33% straight line
Investments

Investments held as fixed assets are stated at cost Iess any provision for a permanent dirunution 1n
value

13




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

1  Accounting policies (Continued)

Finance and operating leases

Assets held under finance leases are treated as if they had been purchased outright and are capitahised
at an amount equal to the fair value of the asset at the inception of the lease and depreciated on a
systematic basis over the shorter of the lease term and its useful hife The capital element of the
leasing commitments 15 shown as obligations under finance leases Finance charges are allocated to
accounting years so as to produce a constant penodic rate of charge on the remarning balance of the
obliganon Costs mn respect of operating leases are charged on a straight line basis over the lease

term

Stocks

Stocks are stated at the lower of cost, including transport and handling costs, and net reahsable value
In some cases the cost of components 13 the part exchange value net of allowances for returned,
defective parts Net realisable value 18 determuned by a review of forecast future use Provision 1s

made where necessary for obsolete, slow moving and defective stocks

Turnover

Tumover, which excludes value added tax, represents amounts recetvable by the company for
services provided 1n the ordinary course of business Income from travel cards 1s apporticned and

recognised in turnover according to the penod for whach the travel card 15 vahd
Taxation
The charge for taxation 1s based on the profit for the year as adjusted for disallowable rtems

Deferred taxation

Deferred taxation 1s recogmsed as a hability or asset if transactions have occurred at the balance
sheet date that give nise to an obligation to pay more taxation in the future, or a right to pay less
taxaton 1n the future An asset 1s not recognised to the extent that the transfer of economuc benefit in

the future 1s unceriain  Deferred tax assets and liabrlities recognised are not discounted

Accident claims

The company maintains msurance cover agamnst third party liabthty claims for the amount on each
claim that exceeds £35,000 Any claims below £35,000 or those disputed by the insurers are charged
to the profit and loss account in the year in which they anse subject to an annual aggregated

maximum charge




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

1 Accounting policies (Continued)

Pension costs

Employees of the company are eligible to join one of the two defined benefit schemes to which the

company contributes, depending upon date of appointment as follows

(a) Employees at 20 October 1986 have been deemed to be employees of Reading Borough Council
for pension purposes and are members of the local government superannuation scheme, to which
the company contrnibutes 1n accordance with the Local Government Superannvation Regulations

{b) Employees who joined the company since 20 October 1986, together with any employees who
are ehgible for the local government scheme who wish to leave that scheme, are eligible 10 Join

the Reading Transport Staff Retirement Scheme

The funds are valued every three years by independent qualified actuaries, the rates of contribution
payable being determined by the actuaries Pension costs are accounted for on the basis of charging
the expected cost of providing pensions over the year dunng which the company benefits from
employees’ services Vanations in pension cost are spread over the expected service lives of current

employees

The company has fully adopted accounting standard FRS 17 “Retirement Benefits” during the year
This 1mpact of this standard has been reflected throughout the financial statements Prior year

comparatives have been restated where approprate

The difference between the fair value of the assets held in the company’s defined benefit pension
scheme and the scheme’s habilities measured on an actuarial basis using the projected unit method,
are recogmsed 1n the company’s balance sheet as a penston scheme asset or hability as appropnate
The carrying value of any resulting pension scheme asset 1s restricted to the extent that the company
1s able to recover the surplus erther through reduced contnbutions in the future or through refunds
from the scheme The pension scheme balance 15 recogmsed net of any related deferred tax balance

Changes in the defined benefit pension scheme asset or hiability ansing from factors other than cash
contnbutions by the company are charged to the profit and loss account or statement of total

recognised gains and losses in accordance with FRS 17 “Reuirement benefits”
The company provides no other post retirement benefits to jts employees

2  Turnover

Tumover 1s wholly attributable to the principal activity of the company and anses solely within the United

Kingdom.

15




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

3 Operating costs

2006 2005
(vestated)
£°000 £1000
Raw matenals and consumables 2,700 2,658
Other extemal charges 3612 3,881
Staff costs (see note 4) 13,349 14,623
Depreciation 1,570 1,172
Amorusation 21 23
21,252 22,357
\
| 4 Employees
| 2006 2005
(restated)
‘ Staff costs consist of £'000 £000
‘ Wages and salaries 12,840 12,659
| Social secunty costs 1,093 1,070
' Other pension costs (584) 894
|
13,349 14,623
2006 2005
(restated)
£000 £000
Analysis of the amount that has been (credited)/charged to operating profit
CQurrent service cost 1,095 866
Impact of settlements and curtailments (1,700) -
Other costs 21 28

Total operating (credit)/charge (584) 894

16




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

4  Employees (Continued)

The average number of employees, including directors, duning the year was

2006 2005
Number Number
Traffic 399 400
Engineenng 83 87
Admimstration 26 28
508 524
5  Directors
2006 2005
£°000 £000
Directors’ emoluments consist of

Fees and remuneration for management services 302 292

Emoluments of the hughest paid director
Emoluments 104 100

There were 4 directors in the company’s defined benefit pension schemes dunng the year (2005 - 4)

The highest paid director 1s a member of one of the defined benefit schemes, under which he has an
accrued pension at the year end of £14,668 (2005 - £13,133) and an accrued lump sum of £44,003 (2005 -

£39,400)
6  Operating profit

2006 2005
£000 £000

Thas has been arnived at after (crediting)/charging
Depreciation 1,570 1,172
Amortisation 21 23
Hire of plant and machinery - operating leases 3o7 439
Auditors’ remuneration - audit 25 26
- services relating to taxation 19 18
- all other services 6 6

17




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

7 Interest payable and similar charges

Finance leases
Loan from parent

8  Other finance costs

Expected return on pension scheme assets
Interest on pension scheme Liabilittes

9  Taxation on profit on ordinary activities

Current tax
UK corporation tax on profits of the vear
Adjustment 1n respect of previous penods

Total current tax
Deferred tax

Ongnation and reversal of tmung differences
Adjustment 1n respect of FRS 17 restatement

Taxation on profit on ordinary activities

18

2006 2005
£000 £000
251 220
96 -
47 220
2006 2005
£000 £000
{1,922) (1,691)
2,151 2,111
229 420
2006 2005
(restated)

£000 £'000
413 184
- (100)

413 84




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Confinued)

9  ‘Taxation on profit on ordinary activities (Confinued)

The tax assessed for the year 1s lower than the standard rate of corporation tax in the UK  The differences
are explained below

2006 2005
(restated)
£'000 £'000
Profit/(loss) on ordinary activities before tax 2,132 229
Profit on ordinary activities at the standard rate of corporation
tax in the UK of 19% (2005 - 19%) 405 43
Effect of
Expenses not deductible for tax purposes 5 5
Capital allowances 1n excess of depreciation (132) {210)
Tax losses ansing 1n the year 32 60
Movement 1n shert-term timing dufferences 7 2
Net FRS 17 credit not taxable (317) -
Adjustment 1n respect of FRS 17 restatement - 100

Current tax charge for year . -

Factors that may affect the future tax charge

The company has tax losses of approxmately £353,000 (2005 - £314,000) to carry forward for offset
against future taxable profits of the same trade

19




READING TRANSPORT LIMITED

Naotes forming part of the financial statements for the year ended 30 September 2006 (Continued)

10 Intangible assets Purchased
goodwill
£000
Cost
At 1 October 2005 and at 30 September 2006 436
Amorusation
At 1 October 2005 147
Provision for the year 21
At 30 September 2006 168
Net book value
At 30 September 2006 268
At 1 October 2005 280

Dunng the penod ended 31 March 1999 the trade and net assets of The Greater Reading Ommubus
Company Limited were transferred to the company at their fairr value Included 1n the transfer was an
amount attnbuted to goodwill amounting to £436,000, being the directors’ best estmate of 1ts fair value
The purchased goodwill 1s being amortised over the directors’ best estimate of 1ts useful economuc life of
20 years
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READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

11 Tangible assets

Cost

At 1 October 2005
Additions
Dnsposals
Transfers

At 30 September 2006

Deprecianion

At | October 2005
Prowvided for the year
Disposals

At 30 September 2006

Net book value
At 30 September 2006

At 30 September 2005

Included wathin freehold land and buildings 15 freehold land at a cost of £195,000

Long
Freehold leasehold Capital
land& land & Busesand Plantand  work-in
buildings buildings  coaches machinery progress Total
2000 2000 £000 £000 £'000 £000
435 5,431 17,976 3,347 18 27,207
- - 3872 243 10 4,125
- - (2,820) (1) - (2,851)
435 5431 19,028 3,559 28 28,481
108 676 9,280 2,588 - 12,652
10 86 1,206 268 - 1,570
- - (2,700) - - {2,700)
118 762 1,786 2,856 - 11,522
317 4,669 11,242 703 28 16,959
327 4,755 8,696 759 18 14,555

The net book value of tangible fixed assets includes an amount of £6,044,667 (2005 - £3,482,339) in
respect of assets held under finance leases The related depreciation charge for the year was £613,565

(2005 - £434,533)
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READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

12 Fixed asset investments

Group
undertakings
£000
Cost
At 1 October 2005 and 30 September 2006 208
Provision for duminution in value
At 1 October 2005 and 30 September 2006 112
Net book value
At 1 October 2005 and at 30 September 2006 9%

On 1 June 1998 the company acquired 100% of the ordinary and preference share capital of The Greater
Reading Ommbus Company Limited The company 1s registered in Great Britain and was dormant
throughout the year

The Greater Reading Ommbus Company Limuted has a 100% owned dormant subsidiary, Reading
Marnline Limuted

On 3! January 1992 the company acquired the whole of the tssued share capital of the following dormant
comparues from its shareholder for no consideration

Reading Rovers Limted

Reading Mimbuses Limited

Reading Buses Limuted

Newbury Buses Linuted

Reading Transport Pension Trustees Limuted

All of these compames are registered in Great Bnitain

At 30 September 2006 these compames had combined net assets of £95,974

13  Stocks
2006 2005
£'000 £000
Spare parts and consumables 3 250

There 15 no matenial difference between the replacement cost of stocks and the amounts stated above
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READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

14 Debtors

2006 2005
£7000 £2000
Trade debtors 601 626
Amounts due from parent undertalang 335 -
Other debtors 261 843
Corporation tax - -
Prepayments and accrued 1xcome 539 268
1,736 1,737

Al amounts shown under debtors fall due for payment withun one year

15 Creditors: amounts falling due within one year

2006 2005
£000 £000
Trade creditors 511 488
Amounts owed to parent undertaking 210 2,306
Amounts owed to subsidiary undertakings 96 96
Other creditors 377 434
Taxation and social secunity 325 342
Obligations under finance leases 874 783
Accruals 815 931
3,208 5,380
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READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

16 Creditors: amounts falling due after more than one year

£000 £:000
Obligations under finance leases 5,036 2,863
Amounts due to parent undertaking 1,788 -
Accruals and deferred income 4 2
Other creditors 48 -
6,876 2,865

Obligations under finance leases are due as follows
In one year or less 874 783
In more than one year but not more than two years 857 623
In more than two years but not more than five years 1,698 1,150
In more than five years 2,481 1,090
5,910 3,646

The total value of finance leases repayable by instalments, any part of which falls due after more than five
years, 15 £2,605,462 (2005 - £546,584) These Labilities are repayable in instalments at rates of interest
ranging between 4 573% and 10 18% and are secured on the underlying assets

17  Provision for liabilities and charges

Deferred Uninsured
tax Pensions claims Total
(restated) (restated) (restated)
£000 £000 £000 £000
At 1 October 2005 as orginally reported 304 406 689 1,399
Prior year adjustment — defined benefit
Pension scheme 77 (406) - (329)
At 1 October 2005 as restated 381 - 689 1,070
Charged/(utilised) 1n year 96 - (86) 10
At 30 September 2006 47 - 603 1,080

The uninsured claims provision represents the estmated amount payable at the year end, by the
company, 1n respect of outstanding insurance claims below the company’s excess of £35,000 per claim
It 15 secured by a fixed charge amounting to £550,000 over the company’s assets
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READING TRANSPORT LIMITED

Notes forming part of the financia! statements for the year ended 30 September 2006 (Continued)

18 Deferred taxation

2006 2005

(restated)

Providedin  Provided in

accounts accounts

£000 £000

Accelerated capital allowances 563 409
Other (19) 3)
544 406
Unutihsed tax losses 67 25
477 381

19 Share capital
Allotted, called up
Authorised and fully paid

2006 2005 2006 2008

£000 £000 £000 £000

Ordinary shares of £1 each 3974 3,974 3,974 3974

20 Reserves

Profit and

loss account

£000

At 1 October 2005 - as previously stated 6,148
Prior year adjustment — defined benefit pension scheme (9,441}
At 1 October 2005 - as restated (3,293)
Profit for the year 1,719
Dividends {150)
Actuanal gains and losses on defined benefit pension scheme (2,633)
Deferred tax on pension scheme liability 500
At 30 September 2006 3,857)
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READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

21 Reconciliation of movement in shareholder’s funds

Profit for the year

Dividends

Actuanal gains and losses on defined benefit pension scheme
Deferred tax on pension scheme hability

Opemung shareholder’s funds — as originally stated
Prior year adjustment — defined benefit pension scheme
Opemnng shareholder’s funds — as restated

Closmg shareholder’s funds

22 Capital commitments

Contracted but not provided for

26

2006 2005
(restated)
£'000 £000
1,719 145
(150) (325)
(2,633 772
500 (147
(564) 445
10,122 9,876
(9,441) (9,640)
681 236
117 681
2006 2005
£000 £000
1,743 2,460




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

23 Commitments under operating leases

As at 30 September 2006, the company had annual commitments under non-cancellable operaung leases,
none of whrch relate to land and buildings, as set out below

2006 2005

Operating leases which expire £'000 £000
Withun one year 3 63
Within two to five years 160 160
163 223

24 Pension and similar obligations

The company operates two defined benefit pension schemes funded both by employer's and employees’
contributtons with assets held in separate, trustee admunistered funds These schemes are referred to 1n
note 1

(a) Reading Transport Staff Retirement Scheme

Thus scheme was established under an irevocable Deed of Trust by Reading Transport Limited for its
employees The scheme 1s managed by a corporate trustee accountable to the pension scheme
members The most recent valuation of thus scheme was carned out at 1 July 2005

(b) Local Government Superannuation Fund

This fund was estabhished under an irrevocable Deed of Trust by Reading Transport Limated for 1ts
employees The fund 1s managed by the Royal Borough of Windsor and Maidenhead who are
accountable to the pension fund members The most recent valuation of this scheme was camed out
at 31 March 2004 Thus scheme 1s closed to new members Under the projected unit method, the
current service cost will increase as members approach retirement

The company has adopted FRS 17 in full in these financial statements The annually calculated deficit on
funding of the schemes 1s shown 1n the financial statements The impact on the financial statements of
FRS 17 has been significant, as 1t has required the company to mnclude the current deficit in the defined
benefit schemes of £10,553,000 as a separate hability on its balance sheet The balance sheet at 30
September 2005 has also been restated to reflect the previous year pension hability of £9,770,000 A
pension provision of £329,000 net of deferred tax was also included within the financral siatements 1n
respect of the increased hability of additional benefits provided for certain past employees, which
following the adoption of FRS 17 n full, 1s no longer required
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READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

24 Pension and similar obligations (Continued)}

The effect of thts accounting policy change on the previous years financial statements has been to decrease
operating profit by £106,000, decrease profit after tax by £426,000, and recogmse actuanial gains (net of
associated deferred tax) of £625,000 in the statement of total recogmsed gans and losses Had the
accounting policy not changed, operating profit for the current year would decrease by £1,896,000, profit
after tax by £1,350,000 and actuanal losses relating to the year (net of associated deferred tax) of
£2,133,000 would not have been recogmsed 1n the statement of total recognised gains and losses

The full actuanal valuations of the defined benefit schemes, as detailed above, have been updated to 30
September 2006 by qualified independent actuaries on a FRS 17 basis The major assumptions used by

the actuanes were

Rate of increase 1n salaries

Rate of increase for penstons tn payment - pre 6 Apnl 1997
- post 5 Apnil 1997
- post 2006*

Discount rate
Inflation assumption

*Reading Transport Staff Rettrement Scheme only
The assets 1n the schemes and the expected long term rate of retum at 30 September 2006 were

2006

%o

Equities 6.5
Bonds 42t05.0
Other- Propenty 55
- Cash 475

2006
£000

22,342
8,150
3,556
1,562

35,610

2005
%

66t073
43050
55w56

45

2005
£000

20,614
6,559
2,921
1,535

31,629

2004
%

71
51
61
48

2006 2005 2004
301040% 39% 40%
30% 30 30%
30%t0325% 29%t030% 30%
225% N/A  NA

50% 50 55%

30% 29% 30%

2004
£000

17,493
4,658
1,877
2,014

26,042

The following amounts at 3( September 2006 were measured n accordance with the requirements of

FRS 17

Total market value
of assets

Present value of
schemes hiabilities

Deficit in the schemes
Related deferred 1ax asset

Net pension deficit
on a FRS 17 basis

35,610

{48,638)

(13,028)
2,475

(10,553)
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31,629

(43,691)

(12,062)
2,292

(9,770)

26,042

(38,350

(12,308)
2,339

{9.969)




READING TRANSPORT LIMITED

Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

24 Pension and similar obligations (Continued)

The actwanal gains and losses charged to the Statement of Total Recogmsed Gamns and Losses
“STRGL” are analysed as follows

2006 2005
£ £
Actual return less expected return on pension schemes assets 1,558 3,709
Changes 1n assumptions underlying the present value of the
schemes Liabilities (3,470) (4,206)
Expenence gans/(losses) arising on the schemes habilities (721) 1,269
Actuanial gain/(loss) recognised in STRGL (2,633) 772
Movement in combined deficit dunng the year
2006 2005 2004
£2000 £000 £000
Movement in combined deficit during the year
Combined deficit in schemes at beginning of the year (12,062) (12,308) (10,655)
Movement in year
Current service cost (1,095) (866) (886)
Contnbutions 1,291 760 752
Impact of settlements / curtaziments 1,700 - -
Other finance costs (see note 8) (229 (420) (332)
Actuanal gain/(loss) (2,633) 772 (1,187
Combined deficit in schemes at end of the year (13,028) (12,062) (12,308)
2006 2005 2004
£000 £000 £000
History of experience gains and losses
Dufference between the expected and actual return on
both schemes assets
- amount 719 1,855 611
- percentage of both schemes assets 44% 11 7% 4 7%
Experience losses on both schemes habilities
- amount (361) 635 (8%1)
- percentage of the present value of both schemes habilities (1.5%) 29% -4.6%
Total amount recogmised in statement of total recognised
gans and losses
- amount (1,316) 386 (594)
- percentage of the present value of both schemes liabilties (54%) 18% 3.1%
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Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

25 Related party transactions and controlling party

The company 15 wholly owned by Reading Borough Council, which 1s the company's ulumate controliing
party The following related party transactions took place between the company and Reading Borough
Council duning the year

- the company has received income of £2,683,665 (2005 - £3,220,415) as its share of a concessionary
fares scheme,

- the company paid £26,942 (2005 - £25,596) for marketing services and £39,000 (2005 - £31,000) for
commssion

- the company purchased 9 buses for a consideration of £661,000

At the year end, the company owed £1,662,465 to Reading Borough Council (2005 — £2,305,652)

26 Reconciliation of operating profit to net cash inflow from operating activities

2006 2005

(restated)

£000 £000

Operating profit 2,394 584
Depreciation 1,570 1,172
Amortisation 21 23
(Credit)/contributions to defined benefit pension scheme (1,896) 106
Increase 1n stocks 63) (3)
Decrease 1n debtors 1 455
{Decrease)increase 1n creditors (226) 309
{Decrease)ncrease i provisions (86) 120
Net cash inflow from operating activities 1,715 2,764
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Notes forming part of the financial statements for the year ended 30 September 2006 (Continued)

27 Reconciliation of net cash inflow to movement in net debt

2006 2005

£000 £000

(Decrease)/increase in cash in the year 37 1,008
Cash outflow from debt and lease financing 1,125 782
Change in net debt resulting from cash flows 748 1,790
New finance leases and loans (5,358) (2,370)
Movement 1n net debt in the year (4,610) (580)
Opening net debt (807 (227
Closing net debt (5,417) (807

28 Analysis of changes in net debt

At Other At

1 October Cash non-cash 30 September

2005 flow changes 2006

£2000 £000 £000 £000

Cash 1n hand and at bank 2,839 377 - 2,462
Debt due within one year - 199 (380) (181)
Debt due after one year - - (1,788) (1,788)
Finance leases (3,646) 926 (3,190) (5,910)
(3.646) 1,125 (5,358) (7.879)

(807) 748 (5,358) (5417)

29 Major non-cash transactions
During the year the company entered mto finance lease arrangements 1n respect of fixed assets with a total
capital value at the inception of the lease of £3,190,200 (2005 - £2,370,000) In addition an amount of
£2,167,990 owed to the company’s parent, Reading Borough Council, was converted into a loan during
the year

30 Post balance sheet events

Colin Thompson stepped down as Managing Director from 31 December 2006 after 16 years of service
with the company
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