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STERIA LIMITED
DIRECTORS' REPORT
Year ended 31 December 2007

The directors present their report and financial statements for the year ended 31 December 2007

Resuits and dividends
The profit for the year, after taxaticn, 1s £12,444,000 (2006 £9,789,000) The directors do not
recommend a dividend (2006 £nil}

Principal activities and review of the business

The company’s principal activity dunng the year continued to be the provision of IT services The
company Is part of the Steria group of companies, whose ultmate parent 1s Groupe Steria SCA
Steria 1s a leading IT services group and the company is therefore able to provide a global offer
covering outsourcing, systems integration and consulting services

The performance of the company’s key financial and other key performance indicators dunng the
year were as follows

2007 2006 Change

£000 £000 %
Turnover 208,662 198,322 +5 2%
Total operating profit 14 557 13,401 +8 6%
Profit after tax 12,444 9,789 +27 1%
Shareholders' funds 76,687 42,714 +79 5%
Book/hill ratio 107 113 -5 3%
Average number of employees 1,341 1,229 +91%

Turnover increased by 5 2% or £10,340,000 as a result of organtc growth durning the year, of this
25% 15 from new contract wins and the balance in the year 1s from increased activity on existing
customers

Operating profit increased by 8 8% or £1,156,000 during the year The improvement was caused
pnmarity by the increased turnover as margins were maintained at a similar level

Profit after tax increased by 27 1% or £2,655,000, partly due to the increased operating profit but
also due to the increase in net fiance iIncome in the year

Shareholders’ funds increased substantially due to retained eamings, including £21,529,000 from
the Statement of Recognised Gains and Losses in respect of actuanal gains on the pension
scheme

The company's book/bill ratio (orders taken in the year dwvided by annual turnover) at 107
represents a continuing strong performance indicating the potential for future growth

The total average number of employees increased by 9 1% dunng the year in arder to support the
growth 1n the business




STERIA LIMITED
DIRECTORS' REPORT
Year ended 31 December 2007

Principal nsks and uncertainties

The company operates a continual sk management strategy in order to develop and strengthen the
company's internal control systems The pnncipal nsks and uncertainties facing the company relate
to

- the nsk of a downturn in one particular market The company seeks to spread this nsk by
mantaining a continued presence in a number of different customer markets,

- the activities of competitors The company addresses this nsk by the proper evaluation of
competitive tenders reflecting financial, performance, quahty and customer satisfaction cntena,

- the performance of existing contracts The company manages this nsk by optimising
operations to successfully manage long-term contracts and implementing relevant quality
standards {such as ISO8001) and industry standard processes {such as ITIL and Pnnce2), and

- our employees The company manages this nsk by ensunng that, as an IT services provider,
our staff are suitably qualified to provide the services that we offer

Research & development
All costs associated with research, engineening, product design and product development are
charged to the profit and loss account as incurred

Future developments
Stena Limited will continue to develop its service offerning in ine with Stena group objectives

On 17th October 2007 Stena Ltd's ultimate parent, Groupe Stena SCA, acquired all the outstanding
share capital of Xansa plc Xansa's main business Is the provision of IT and Business Process
outsourcing to UK-based customers Although durnng 2008 the activities of Xansa and Sternia Ltd
are being operated on a stand alone basis it 1s expected that with effect from 1st January 2009 they
wiil be operated under common management

Directors
The directors who served the company throughout the year, were as follows

Mr F Enaud

Mr J Torre

Mr S Cabannes (resigned 17 September 2007)
Mr L Lemaire (appointed 19 September 2007)
Mr D S Ahluwalia

Mr J J Moran (appointed 13 March 2008)

Ms S C M Dangu (appointed 13 March 2008)

The interests of the Stena group directors in the shares of other group companies are disclosed in
the financial statements of the ultimate parent company, Groupe Stena SCA

None of the directors had any interests in the shares of the company or any group company
requinng disclosure under the Companies Act 1985, except for Mr D S Ahluwaha who holds, as
nominee for Stena Limited, an interest in one share 1n each of Stena (Management Plan) Trustees
Limited and Stena (Retirement Plan) Trustees Limited
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STERIA LIMITED
DIRECTORS' REPORT
Year ended 31 December 2007

Directors’ qualifying third party indemnity provisions

The directors have been granted an indemnity from the company whereby the directors shall be
entitled to be indemnified against hability incurred by them in the discharge of the duties of their
office The indemnity provisions do not provide cover in the event that a director 1s proved to have
acted fraudulently or in knowing breach of trust Neither the company’s indemnity nor insurance
provides cover in the event that a director 1s proved to have acted fraudulently or dishonestly

The company has undertaken to indemnify the directors of Stena (Retirement Pian) Trustees
Limited and Stena (Management Plan) Trustees Limited under the rules of the relevant Stera
pension schemes These may (to some extent} be qualfying third party indemnity provisions under
secton 309A-B of the Companies Act 1985 The indemnity provisions do not provide cover in the
event that a director is proved to have acted fraudulently or in knowing breach of trust

Political and chanitable donations
The company made no political donations during the year but did make chantable donations totalling
£15,000 (2006 £5,000)

Disabled employees

The company endeavours to employ disabled persons where the requirements of the employment
are such that the dutes can be effectively covered by a disabled person, with reasonable
adjustments, where necessary Where employees become disabled, the company endeavours to
continue to employ them with appropriate support, provided there are duties which can be performed
beanng in mind their disabiity

The need to develop the careers of our disabled employees I1s accepted by the company and steps
are taken to train and promote disabled employees where this 1s in their own and the company's best
interests

Employee involvement

Within the bounds of commercial confidentality, information 1s disseminated to all levels of staff
about matters that affect the progress of the company and are of interest and concern to them as
employees

Employees within the UK are entitled, along with all employees in the Stena group, to participate in
the shareholding of Groupe Stena SCA through a special governance structure (FCPE Mutual fund)
created to ensure employee-shareholder participation in the governance of Stena

Auditors
In accordance with s 385 of the Companies Act 1985, a resolution is to be proposed at the Annuai
General Meeting for reappointment of Ernst & Young LLP as auditor of the company

So far as all the directors are aware, there 15 no relevant audit information of which the company's
auditor 1s unaware and have taken all steps that ought to have been taken as directors, In order to
make themselves aware of any relevant audit information and to establish that the company's
auditor 15 aware of that information

S:gnef the Board of directors

4

Approved by the Board of directors on 28 March 2008




STERIA LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES
. Year ended 31 December 2007

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

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

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

- state whether applicable accounting standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

- prepare the financial statements on the going concern basis unless it is mappropnate o presume
that the company will continue in business

The directors are responsible for keeping proper accounting records which disclose with
reasconable accuracy at any tme the financial position of the Company and te 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 irregulanties




INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
STERIA LIMITED

We have audited the company's financial statements for the year ended 31 December 2007 which compnse the
Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheet and the related
notes 1 to 20 These financial statements have been prepared under the accounting policies set out therein

This report 1s 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 permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company's members as
a boedy, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

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

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

We report to you our opinion as to whether the financiat statements give a true and farr view and are properly
prepared n accordance with the Compames Act 1985 We also report to you whether in our opinicn the
information given in the directors’ report 1s consistent with the financial statements

In addition we report to you If, in our opinion, the company has not kept proper accounting records, if we have not
received all the infermation and explanations we reguire for our audit, or If information specified by law regarding
directors' remuneration and other transactions 1s not disclosed

We read the directors’ report and constder the implications for our report If we become aware of any apparent
misstatements within it

Basis of audit opinion

We conducted our audit In accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropnate to the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to abtain all the nformation 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 opimion
we alsc evaluated the overall adequacy of the presentation of information in the financial statements

Opinion

In our opinion

- the financral statements give a true and farr view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of is profit for the year then
ended,

- the financial statements have been properly prepared in accordance with the Companies Act 1985, and

- the information given in the directors’ report 1s consistent with the financial statements

E“J" *"[-PDL‘-\D

Ernst & Young LLP
Registered Auditors
Luton

Date J% \""w('\Q- AT




STERIA LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2007

Notes

Turnover 2

Cost of sales

Gross profit

Distnbution costs

- Ordinary administrative expenses
- Amortisation of goodwill

- Other exceptional costs 6
Total administrative expenses

Other operating Income 3
Operating profit 4
Net finance income 9

Profit on ordinary activities hefore taxation
Tax on profit on ordinary activities 10
Profit on ordinary activities after taxation 22

Continuing operations
All of the activities of the company are classed as continuing

2007 2006
£000 £000
208,662 198,322
(162,796) (155,568)
45,366 42,754
(14,640) (15,698)
(15,640) (13,442)
(1,713) (1,713)
(934) 29
(18,287) (15,126)
1,618 1,471
14,557 13,401
3,408 1,712
17,965 15,113
(5,521) (5,324)
12,444 9,789




STERIA LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

for the year ended 31 December 2007

Notes 2007 2006

£000 £000

Profit for the financial year 12,444 9,789
Actuanal gains and losses on pension scheme 25 29,901 14,325
Deferred tax relating to actuanal gains and losses (8,372) (4,297)
Other recognised gans and losses related to the year 21,529 10,028
Total recognised gains and losses for the year 33,973 19,817




STERIA LIMITED
BALANCE SHEET
31 December 2007

Notes 2007
£000
Fixed assets
Intangible assets 11 25,266
Tangible assets 12 18,973
44,239
Current assets
Stocks 13 3,762
Debtors
- Due within 1 year 14 62,169
- Due after 1 year 14 46,500
Cash at bank and in hand 18,150
130,581
Creditors: amounts falling due
within one year 15 (70,187)
Net current assets 60,394
Total assets less current
liabilities 104 633
Creditors: amounts falling due
after more than one year 16 (284}
Provisions for habilities
Deferred taxation 19 (220)
Other provisions 20 (6,434)
(6,654)
Net assets excluding pension
assets and liabilities 97 695
Pension habilities 25 {21,008)
Net assets including pension o
assets and labilities 76,687
Capital and reserves
Called up equity share capital 21 51,459
Share premium account 22 25425
Profit and loss account 22 (197)
Equity shareholders' funds 22 76,687

3,358

52,388
46,500

12,488

114,734

(63,791)

(771)

(4,500)

2006
£000

26,844

17,968

44,812

50,943

95,755

(2,258)

(5,271)

88,226
(45,512)

42,714

51,459
25,425
{34,170)

42,714

These financial statements were approved by the Board of Directors on 28 March 2008 and signed

on their behalf by

AN

R D S AHLUWALIA
Director




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Accounting policies

Basis of preparation
The financial statements of Sterra Limited were approved for issue by the Board of Directors on

The financial statements have been prepared under the histoncal cost conventon and In
accordance with applicable United Kingdom accounting standards

Cash flow statement

The directors have taken advantage of the exemption in Financial Reporting Standard 1 (revised)
from including a cash flow statement in the financial statements on the grounds that the company 1s
wholly owned and its parent publishes a consolidated cash flow statement

Turnover and revenue recognition

Revenue recognition occurs generally when, and to the extent that, the nght to consideration 1s
obtaned in exchange for performance Revenue 15 recogmsed on a prudent basis, as contract
activity progresses, to the extent that the outcome can be assessed with reasonable certainty

Revenue 1s recognised on recurrning service contracts on a straight hne basis, when this 1s
representative of the stage of completion of an individual contact

The amount of revenue recognised on a long-term contract 1s derved from the proportion of costs
incurred, where this provides evidence of performance and hence the right to consideration
Revenue and attributable profit are calculated on a percentage completion basis, according to the
costs incurred as a proportion of the total expected costs on the contract Where known inequalities
of profitabiity exist within different parts of the contract, these are separated where possible in the
revenue and profit calculation Where losses are foreseen on a contract, taking into account only
those costs directly attributable to the contract, together with appropnate overhead allocation, these
iosses are provided in full

Values stated are net of trade discounts and value added tax

Research and development
All costs associated with research, engineenng, product design and product development are
charged to the profit and loss account as incurred

Goodwill

Goodwill, which represents the excess of the cost of acquisition of the businesses over the farr
value attributed to the separately dentifiable assets and habiities acquired, 1s capitalised and
amortised through the profit and loss account in equal instalments over its estimated useful
egconomic life up to a maximum of 20 years

Goodwill 1s reviewed for impairment at the end of the first full financial year following each

acquisition and subsequently as and when necessary If circumstances emerge that indicate that the
carrying value may not be recoverable

10




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Intangible assets
The costs of standard application software purchased for internal use are capitalised and amortised
over therr expected useful lives

Amortisation
Amortisation 1s calculated so as to wnte off the cost of an intangible asset, less its estimated
residual value, over the useful economic life of that intangible asset as follows

Goodwill 5% per annum
Software licences 25% to 33% per annum

The carrying values of intangible fixed assets are reviewed for impairment If events or changes in
circumstances indicate the carrying value may not be recgverable

Tangible fixed assets

Tangible fixed assets are stated at histoncal cost, subject to depreciation Computer equipment
includes specific customer-related developments which are capitalised and depreciated over their
expected useful ives, which may vary, subject to the related customer contract period

Depreciation
Depreciation 1s calculated so as to write off the cost of an asset, less its estimated residual value,
over the useful economic life of that asset, as follows

Fixtures, fithings, tools and equipment 6 6% to 25% per annum
Computer equipment 13% to 33 3% per annum

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

Stocks
Stocks are valued at the lower of cost and net realisable value, after making due allowance for
obsolete and slow-moving tems

Work in progress

Work in progress 15 stated at the lower of cost and net realisable value and represents the value of
work done on transition projects, where the benefit 1s expected to be recognised in future periods
Staff costs included in work in progress are based on standard costs which include attnbutable
overheads

11




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Deferred taxation

Deferred tax 1s recognised in respect of all tming differences that have oniginated but not reversed
at the balance sheet date where transaction or events have occurred at that will result in an
obligation to pay more, or a right to pay less or to receive more, tax, with the following exceptions

- provision I1s made for tax on gains arising from the revaluation (and similar far value adjustments)
of fixed assets, and gains on disposal of fixed assets that have been rolled over into replacement
assets, only to the extent that, at the balance sheet date, there 1s a binding agreement to dispose of
the assets concerned However, no provisions made where, on the basis of all avallable evidence at
the balance sheet date, 1t 1s more hkely than not that the taxable gan will be rolled over into
replacement assets and charged to tax only where the replacement assets are sold,

- provision 1s made for deferred tax that would arnise on remittance of the retained earnings of
overseas subsidiaries, associates and joint ventures only to the extent that, at the balance sheet
date, dividends have been accrued as recervables,

- deferred tax assets are recognised only to the extent that the directors consider that it 1s more
likely than not that there will be suitable taxable profits from which the future reversal of the
underlying timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the rates that are expected to apply in the
periods in which timing differences reverse, based on tax rates and laws enacted or substantively
enacted at the balance sheet date

Foreign currencres

Assets and habilittes in foreign currencies are translated into sterling at the rates of exchange ruling
at the balance sheet date Transactions i foreign currencies are translated into sterling at the rate
of exchange ruling at the date of the transaction Exchange differences are taken into account in
arnving at the operating profit

Leasing and hire purchase commitments

Assets held under finance leases, which are leases where substantially all the nsks and rewards of
ownership of the asset have passed to the company, and hire purchase contracts, are capitalised in
the balance sheet and are depreciated cver therr useful ives The capital elements of future
obligations under the leases and hire purchase contracts are included as habilities in the balance
sheet

The interest elements of the rental oblgations and hire purchase contracts are charged to the profit
and loss account over the penods of the leases and represent a constant proportion of the balance
of capital repayments outstanding

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

Provisions for habilities

A provision 1s recegnised when the company has a legal or constructive obligation as a result of a
past event and it 1s probable that an outflow of economic benefits will be required to settie the
obligation

12




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Pensions

The company operates both a defined benefit pension scheme and a defined contribution pension
scheme for employees The defined benefit scheme 1s available to staff who were employed prior
to 1 April 2002 and to certain transfers under the Transfer of Undertakings (Protecton of
Employment) Regulations 1981 (TUPE) Staff joining the company from 1 Apnl 2002 may join the
defined contnbution scheme

In accordance with FRS17 Retirement Benefits, the amounts charged to operating profit for the
defined benefit schemes are the current service costs and gains and losses on settlements and
curtalments They are tncluded as part of staff costs Past service costs are recognised immedrately
in the profit and loss account If the benefits have vested If the benefits have not vested
immediately, the costs are recognised over the penod 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 Actuarnal gains and losses are recognised In the statement of total gains and losses

The assets of the defined benefit schemes are held separately from those of the Company, in
separate trustee administered funds Pension scheme assets are measured at farr value and
labilities are measured on an actuanal basis using the projected unit method and discounted at a
rate equivalent to the current rate of return on an appropriate AA corporate bond of equivalent
currency and term to the scheme habiltes The actuanal valuations are obtained at least tnennially
and are updated at each balance sheet date The resulting defined benefit assets or liability, net of
the related deferred tax, 15 presented separately after other net assets on the face of the balance
sheet

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

Turnover and segmental analysis

The company's turnover and profit before tax ongmated principally within the Umted Kingdom, a
single geographic area The company operates in a single class of business

Other operating income 2007 2006
£000 £000
Costs recharged to fellow subsidiary companies 1,463 1,316
Commissions earned 105 105
Management fee 50 50
1,618 1,471

13




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Operating profit

This i1s stated after charging/{crediting)

Amortisation of goodwill (see note 11)

Amortisation of other intangible fixed assets (see note 11)
Depreciation of

- owned fixed assets (see note 12)

- assets held under finance lease agreements (see note 12)
Profit on disposal of fixed assets

Auditors' remuneration (see note 5)

Operating lease rentals - other

Operating lease rentals - plant and machinery

Net loss on foreign currency translation

Exceptional tems (see note 6)

Auditors remuneration

The remuneration of the auditors 1s further analysed as follows

Audit of the financial statements

Other fees to auditors

- local statutory audits for other group companies
- taxation services

- other services

Exceptional ltems

Recognised in arrving at operating profit
Integration costs

Exceptional costs re Buncefield Oil Depot explosion
Exceptional restructunng costs

2007 2006
£000 £000
1,713 1,713
382 204
4,746 3,908
863 923
(6) (3)
182 153
1,464 1,583
1,683 1,813
314 211
934 958
2007 2006
£000 £000
155 135
5 5

3 6

19 7
27 18
182 153
2007 2006
£000 £000
- (383)

48 354
886 987
934 958

During last year some property vacant space provisions previously charged as integration costs

were reviewed and excess amounts released, resulting in a net credit in that year of £383,000

Exceptional costs continued to be incurred relating to the Buncefield Oil Depot explosion on 11
December 2005 which caused significant damage to the Hemel Hempstead office, although due to
the hard work anc commitment of staff the disruption to customers was minimised

Significant restructuring costs of £886,000 (2006 £987,000), principally relating to redundancy

costs, were incurred streamlining business operations

14




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

7 Directors’ emoluments

The directors' aggregate emoluments In respect of qualifying services were

Emcluments
Company contributions to money purchase pension schemes

Emoluments of highest paid director

Total emoluments (excluding pension contributions)

Value of company pension contributions to money purchase
pension schemes

Highest pawd director

Accrued pension entittement at the end of the year from defined
benefit penston schemes

Accrued lump sum arising from defined benefit schemes

Number of directors in company pension schemes:

Money purchase schemes
Defined benefit schemes

Staff costs

The aggregate payroll costs of the staff employed during the financial year were

Wages and salanes
Social secunty costs
Other pension costs

Average number of employees during the year

Project staff
Distribution staff
Administrative staff

2007 2006
£000 £000
671 541
54 44
725 585
414 327
54 44
468 371
11 8
2007 2006
No. No.
1 1
2 2
2007 2006
£000 £000
56,251 51,074
5,907 5,443
1,619 5,758
63,817 62,275
No. No
1,128 1,011
123 132
92 86
1,341 1,229

15




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

9 Net finance income 2007 2006
£000 £000
Interest receivable and similar income |
Bank interest recevable 96 60
Interest receivable from other group entities 2,526 87
2,622 147
Interest payable
Bank loans and overdrafts (28) {37)
Finance charges on finance leases (242) {385)
Interest payable to other group entities (190) (95)
Other similar charges payable - (47)
{460) {564)
Other finance income
Net return on pension scheme (see note 25) 1,246 2,129
Total net finance iIncome 3,408 1,712
10 Taxation 2007 20086
£000 £000 !
Analysis of charge in the year |
Current tax |
UK corporation tax on profits of the year 3,472 2,565 ,
Adjustments in respect of previous years (363) - }
3,109 2,565 1
Deferred tax
Ongination and reversal of tming differences (551) 637
Movement in deferred tax related to pension schemes 2,963 2,122
Tax on profit on ordinary activities 5,621 5,324

Factors affecting tax charge for the year

The tax assessed on the profit on ordinary activities before tax 1s higher than the standard rate of
corporation {ax i the UK of 30% (2006 30%) The differences are explained below

Profit on ordinary activities before tax

Profit on ordinary activities multipled by the standard rate of

corporation tax in the UK of 30% (2006 30%)

Effects of
Expenses not deductible for tax purposes
Capital allowances in excess of depreciation

Movement in deferred tax related to pension schemes

Group relief claimed for nil consideration

Adjustments to tax charge n respect of previous periods

Current tax charge for the year

16

2007 2006
£000 £000
17,965 15,113
5,390 4,534
770 811
(130) (638)
(1,781) (2,122)
@7 (20)
(363) -
3,109 2,565
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STERIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2007

Intangible fixed assets

Software
Goodwill licences Total
£000 £000 £000
Cost
At 1 January 2007 34,254 3,577 37,831
Additions - 520 520
Disposals - (34) (34)
At 31 December 2007 34,254 4,063 38,317
Amortisation
At 1 January 2007 8,203 2,784 10,987
Charge for the year 1,713 382 2,095
On disposals - (31) {(31)
At 31 December 2007 9,916 3,135 13,051
Net book value
At 31 December 2007 24,338 928 25,266
At 31 December 2006 26,051 793 26,844
Tangible fixed assets
Fixtures,
fittings,
tools & Computer
equipment equipment Total
£000 £000 £000
Cost
At 1 January 2007 4,761 31,130 35,891
Additions 788 5,866 6,654
Disposals {43) {1,328) {1,371)
At 31 December 2007 5,506 35,668 41,174
Depreciation
At 1 January 2007 2303 15,620 17,923
Charge for the year 552 5,057 5,609
On disposals (35) {1,296) {1,331)
At 31 December 2007 2 820 19,381 22,201
Net book value
At 31 December 2007 2686 16,287 18,973
At 31 December 2006 2,458 15,5610 17,968
2007 2006
£000 £000
Net book value of computer equipment included above, held under
finance leases and hire purchase contracts, amounted to 2 452 3133
The depreciation charged to the financial statements in the year in
respect of such assets amounted to 863 923




STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

13 Stocks 2007 2006
£000 £000
Work in progress relating to long term contracts 3,762 3,358
14 Debtors 2007 2006
£000 £000

Amounts due within 1 year
Trade debtors 30,577 22,059
Amounts owed by group undertakings . 15 390
Other debtors a8 673
Prepayments and accrued income 20,305 14,678
Amounts recoverable on long term contracts 11,234 14,588
62,169 52,388

Amounts due after 1 year

Called up share capital not paid 46,500 46,500
46,500 46,500
15 Creditors: amounts falling due within one year 2007 2006
£000 £000
Bank loans {see note 17) 132 124
Obligations under finance leases {see note 18) 1,969 1,834
Payments on account of long term cantracts 3,103 1,951
Trade creditors 22,588 22,761
Amounts owed to group undertakings 190 51
Corporation tax 1,889 1,417
Other taxation and social securty 7,574 6,654
Other creditors 40 206
Accruals and deferred ncome 32,702 28,693
70,187 63,791
16 Creditors: amounts falling due after more than one year 2007 2006
£000 £000
Bank loans (see note 17) 285 260
Cbhgations under finance leases (see note 18) (1 1,998
284 2,258
17 Loans 2007 2006
£000 £000

Analysis of matunty of debt
Within one year or on demand 132 124
Between one and two years 139 132
Between two and five years 146 128
417 384

The bank loans are secured on specific future customer contract recevables The loans which
commenced in March 2003, are repayable over 7 years, at a fixed interest rate of 6 5%

18




18

19

STERIA LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Obligations under finance lease agreements 2007 2006
£000 £000

Amounts payable
Within one year 1,969 1,934
Between two and five years {1) 1,698
1,968 3,932

Deferred tax provision

The balance of the deferred taxation account consists of the tax effect of timing differences in
respect of

2007 2006

£000 £000
Accelerated capital allowances 291 821
Other short term timing differences (71) (50)
Undiscounted provision for deferred tax 220 771
The movement in the deferred taxation account during the year was

2007 2006

£000 £000
At 1 January 771 134
Deferred tax charge in profit and loss account {551) 637
At 31 December 220 771

Included n the profit and loss account charge for the current year 1s £67,000, ansing as a resuit of
the substantially enacted change to the UK corporation tax rate effective 6 Apnl 2008 from 30% to
28%

A potential deferred tax asset of £150,000 exists tn relation to trading losses carried forward

However, this has not been recognised as there 1s currently insufficient evidence that this asset 1s
more likely than not to be recovered
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20 Provisions for liabilities

Other
Integration Property provisions
provisions provisions (see below) Total
£000 £000 £000 £000
At 1 January 2007 58 2,433 2,009 4,500
Additional provisions made during
the year - 532 2,106 2,638
Amounts used (58) (123) {200) (381)
Amounts reversed unused - - {323) (323)
At 31 December 2007 - 2,842 3,592 6,434
Losses on Total Other
TUPE contracts Other provisions
£000 £000 £000 £000
At 1 January 2007 778 101 1,130 2,009
Additronal provisions made during
the year 441 204 1,461 2,106
Amounts used (100) - (100) {200)
Amounts reversed unused - - (323) (323)
At 31 December 2007 1,119 305 2,168 3,592

Property provisions These provisions are to meet dilapidation obligations under property leases
and lease commitments refating to unoccupied space The company 1S cbliged to pay for
dilapidations at the end of its tenancy of various properttes and provision has been based on the
company's estimate of the costs to be incurred on those property leases The company has also
made provision for onerous leases relating to unoccupied space, based on the best estimate of
running costs of those vacant properties

TUPE contract provisions Under certain outsourcing contracts there 1s the potential risk of loss
at termination as a resuft of redundancy, i staff cannot be transferred to the subsequent service
provider To the extent that this 1s foreseen, a provision 1s made in the financial statements These
provisions are expected to be utilised over the next three years

Losses on contracts Under certain contracts, circumstances prevail indicating that a loss will be
incurred during the Iifetime of those contracts  Accordingly, provision has been made in the year
for the estimated amount of those losses, which are expected to materialise within the next two
years

Other This provision relates to profit-sharing under a specific customer agreement and for other
customer contract related 1ssues It 1s expected to be utiised within the next three years
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2007

Share capital 2007 2006
£000 £000

Authonsed
100,000,000 ordinary shares of £1 each 100,000 100,000
2007 2008 2007 2006
Issued Ordinary shares of £1 each No. No. £000 £000
Allotted, called up and fully paid 1,859,102 1,859,102 1,859 1,859
Allotted, called up and 25% paid 12,400,000 12,400,000 12,400 12,400
Allotted and called up and nil paid 37,200,000 37,200,000 37,200 37,200
51,459,102 51,459,102 51,459 51,459

On 20 December 2006 the company Issued an additional 37,200,000 £1 Ordinary shares at par
value, fully called up, to Stena Holdings Limited Consideration for these shares 15 that Stena
Holdings Limited has entered into a formal undertaking to pay the full amount of £37,200,000, no
later than 31 December 2010 The £9,300,000 unpaid element of the 1ssued share capital from

December 2002, has been received on 29 January 2008

Reconciliation of shareholders’ funds and movement on reserves

Share Profit and

Total

Share premium loss shareholders'

capital | account account funds

£000 £000 £000 £000

Balance at 1 January 2006 14,259 25,425 (53,987) (14,303)
Retained profit for the year - - 9,789 9,789
Other recognised gains and losses - - 10,028 10,028
Equity share capital 1Issued 37,200 - - 37,200
Balance at 31 December 2006 51,459 25,425 {34,170) 42714
Retained profit for the year - - 12 444 12,444
Other recognised gains and losses - - 21529 21,529
Equity share capital 1ssued - - - -
Balance at 31 December 2007 51,459 25,425 {197) 76,687
Capital commitments 2007 2006
£000 £000

Amounts contracted for but not provided in the financial statements 1,114 2,652

/
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24 Pension arrangements

The company I1s the Principal Employer for a number of pension schemes

The major pension schemes with which the company 1S associated, covening almost 37% of the
total employees, are of the defined benefit type On 31 March 2004, these schemes were modified
to preserve past service benefits and provide future service benefits based on career average
pensionable pay for the vast majonty of employees The assets of the schemes are held separately
from those of the company In trustee administered funds The pension costs of the schemes are
charged to the profit and loss account of the company as descrthed m note 1 These costs are
determined by qualified actuanes on the basis of format actuanal valuations using the projected-unit
method The scheme i1s closed to new members ans as such, under the projected unit valuation
method, the current service cost 1s expected to increase as plan members approach retirement

The actuanal valuation assumptions which have the most significant impact on the results of the
valuation are those relating to the rate of return on investments and the rate of increases n salaries
and pensions, although the rate of salary increase 1s only relevant to those employees who remain
on a final salary basis For the purpose of assessing the company’s contributions to the major
schemes, the market-retated assumptions used at the most recently completed actuanal valuation,
as at 31 March 2004, were as follows

Investment returns (before retirement) 5 5% per annum
Investment returns (after retirement) 5 5% per annum
General salary increases 3 5% per annum
LP1 pension increases 2 4% per annum

The actuanat valuation of the major schemes as at 31 March 2004 showed that the combined
market value of the assets was £239,700,000, representing 76% of the benefits that had accrued to
members, after allowing for expected future increases in earnings

The actuanal deficit 1s being addressed by an increase in employer contributions with effect from 1
January 2005 This has resulted in an increased payment into the plan in 2007 of £6,976,000
(2006 £6,976,000) The contributions in 2008 are estimated to be approximately £11,334,000
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25 Pension commitments

As described in note 24, the company 1s the Principal Employer for a number of pension schemes
The company mplemented FRS 17, "Retirement Benefits”, in 2005 These disclosures reflect the
entirety of the schemes, as the amounts relating 1o other participating employers are deemed not
matenial

As required, the qualified independent actuary carried out an approximate actuanal assessment of
the plans as at 31 December 2007 The major assumptions used by the actuary were

31 December 31 December 31 December

2007 2006 2005
per annum per annum per annum
Rate of increase in salanes 415% 380% 370%
Rate of increase to penstons in payment

Pre April 2008 315% 2 80% 270%

Post Apnl 2006 315% 2 10%
Discount rate 590% 510% 4 90%
inflation assumption 315% 2 80% 270%

The long-term expected rates of return on the assets held at the year end were as follows -
31 December 31 December 31 December

2007 2006 2005
per annum per annum per annum
Expected rate of return - Equities 8 00% 7 80% 8 10%
Expected rate of return - Bonds 4 50% 4 30% 4 34%
Expected rate of return - Property 7 00% 6 80% 7 10%
Expected rate of return - Other (Including cash) 707% 518% 572%
The fair value of the assets in the scheme and the present value of the habilities in the scheme were
as follows
31 December 31 December 31 December
2007 2006 2005
£000 £000 £000
Investments
Equities 158,774 169,465 185,132
Bonds 130,764 103,085 80,482
Property 43272 49 406 30,111
Others 24,588 8,465 6,905
Total market value of assets 357,398 330,421 302,630
Present value of scheme habilities (386,5786) {395,438) {389,043)
(29,178) (65,017) (86,413)
Related deferred tax asset 8,170 19,505 25,924
Net pension liability (21,008) {45,5612) (60,489)
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2007 2006
£000 £000
Analysis of the amount charged to operating profit
Current service cost 6,320 5,071
Past service cost 38 -
Charge tc operating profit 6,358 5,071
Analysis of the amount credited to net finance charges
Expected return on scheme assets {21,305) (21,169)
Interest cost on scheme liabilities 20,059 19,040
Net finance return (1,246) {(2,129)
Analysis of the actuarial gain / {loss) in the statement of total recognised gains and losses
2007 2006 2005 2004
£000 £000 £000 £000
Actual return less expected return
on scheme assets 5,934 6,026 26,336 11,801
Net experience (losses)/gain ansing
on the scheme liabilites (13,713) (4686) 2173 (5,599)
Changes in assumptions underlying
the present value of scheme
habtittes 37,680 8,765 (42,324) (38,508)
Total actuanal gans/(losses)
recognmised in the STRGL 29,901 14,325 (13,815) (32,206)
2007 2006 2005 2004
% % % %

Actual return less expected return

on scheme assets - % of scheme

assets 166% 182% 870% 4 60%
Net experence losses arising on the

scheme habilities - % of scheme

habilities (3 55%) {0 12%) 0 56% {(167%)

Changes in assumptions underlying
the present value of scheme
liabilities - % of scheme liabilities 975% 222% {10 88%) (11 48%)

Total actuanal gains recognised in
the STRGL - % of scheme liabilites 773% 362% (3 55%}) (9 60%)
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Analysis of the movement in the scheme deficit duning the year

2007 2006

£000 £000
Opening deficit In the scheme (65,017) (86,413)
Current service cost (6,320) (5,071)
Past service cost (38) -
Employer contnibutions 11,0580 10,013
Net finance return 1,246 2,129
Actuanal gain 29,901 14,325
Closing deficit in the scheme before deferred tax (29,178) (65,017)

Other financial commitments

At the year end the company had annual commitments under non-cancellable operating leases as
set out below

Land and Land and
buildings buildings Other Other
2007 2006 2007 2006
£000 £000 £000 £000
Operating leases which expire
within one year 41 - 24 -
between two and five years 258 165 1,250 1,362
in over five years 1,124 1,124 - -
1,423 1,289 1,274 1,362

Contingent liabilities

Guarantees given by the company (by means of performance bonds) in the normal course of
business at 31 December 2007 amount to £12,653,000 (2006 £5,438,000)

Related parties

The company has taken advantage of the exemption granted by paragraph 3(c) of Financial
Reporting Standard 8, "Related Party Transactions”, not to disclose related party transactions with
Groupe Steria SCA companies

Ultimate parent company

The company's ultimate parent and controling company, and the parent of the largest group for
which financial statements are prepared and of which the company 1s a member, 15 Groupe Stena-
SCA, a company incorporated In France Copies of that company's financial statements can be
obtained from Groupe Stera, 12 rue Paul Dautier, 78140 Velzy-Villacoublay, France

The immediate controiling entity 1s Sterta Holdings Limited, a company incorporated in Great Bntain
and registered in England and Wales Copies of that company's financial statements accounts can
be obtaned from Stena Holdings Limited, Three Cherry Trees Lane, Hemel Hempstead,
Hertfordshire, HP2 7AH
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