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ECD (CCOKHAM WOOD) LIMITED

DIRECTORS' REFORT FOR THE YEAK BNDED 31 DECEMBER 1998

The directcs submit their report and the audited ac=ounts of the company for the year ended
31 DecembEer ~998.

PRINCIPAa. ACTIVITIES AND BUSINESS REVIEW

The companyw B engagedd under £ 16 year contrast igrmed on 3 March 1997 ir the provision of
design, comstuction a1 d management services, i \icuding related financing ar-angements, for a
secure trai lirg centre fcr juveniles near Rochester 1 Kant.

The profit mcurred in tie year under review as sed it in the profit and loss account on page 4
relates to e =ctivities Lndertak21 in respect of the—ro_ect.

The holdin ) ccmpany has confimeed its continued Har-cial support of the cormpany.

DIVIDENLCS AND TRANSFERE TO RESERVES-

No divider— {5 proposec, The amount transferred & reserves is set out in the profit and loss
account or pase 4.

DIRECTO=E

The directures af the company during the year we'e

JA Harrovear

AD Banks-

MJ Lavers {resigaed 30 June 1998)
LJ Malmb- rc

B Peliard ({resigned 18 farch 1999)

FR Herzb-r¢ (appointed 1& March 1999)
BJ Sharpl s (appainted 18 March 1999)
RC Osbore- (appainted 1% Warch 1999)

DIRECTCRS' INTEREST IN SHARES

The direcibrs 1ave no itterests in the share capia of the company according to the register
maintaine bythe company under Section 325 of t=e Companies Act 1985.

MILLENMNU \* AND EUROPEAMN MONETARY UMNONM

The direc s are awars of the implications of the Filleanium issue and European Monetary Union
both for tt= "nformation systems and other aspest=of -he company’s cperatinns. Management has
assessedith : risks ass aciated with these issues a d is reviewing the actionsrequired to ensure that
any nece=szry systems modificstions and other in iatives are planned and completed within the
time avail&b e It is not anticipeted that significamt 1cremental expend ture wdll be incurred to
ensure ccnpl ance with the necessary requirem 2r—s within the contezl of onsjoing expenditure
plans to c=v= op and uagrade the company’s sy stams.




ECD (COOKHAM WOOD) LIMITED

DIRECTCRS' REPORT FCR THE YEAR ENCED 31 DECEMBER 1998
(CONTIN JED)

AUDITORE

Following tre Terger of Price Waterhouse, the comgany's auditors, with Coopers & Lybrand,
PricewatertoLssCoopers were appointed by the Eo rd -o fill the casual vacan sy arising.
PricewatertoLseCoopers are wil ing to continue im cfice and their re-agpointmant will be proposed
at the Annw_al Zeneral M=eting.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the directors to prepare finar—ial statements for each fiancial period which
give a true 4 fair view >f the sta'e of affairs of the :ompany and of the profit or loss of the
company fc that period. In preparing those financi= statements, the directors are required to:

. selecz suiable accounting olicies and then agply them consistertly;

. makejud Jements and estirrates that are reassnanle and prudent;

. state shether applcable aceounting standasd=have been followed, subject to any material
depa tues disclos2d and explained in the fineacizl statements;

. prep=re-t 1e finarc’al statements on the goirg :on:ern basis unless it is nappropriate to
presLm= that the company will continue in tu=ness.

The directcs are resporsible for keeping proper ac ounting records which disclose with reasonable
accuracy am a1~ time thefinancial position of the company and to enable thenmto ensure that the
financial st=tements comply with the Companies Ac=1935. They are also responsible for
safeguardimg ire assets of the company and hence or “aking reasonab e stef=s for the prevention
and detectmn cf fraud and other irregularities.

By Order o= t-e Board
~
\.
\ Q.M’V\/
>
FR Herzbe=g
SECRETALY

7 June 199



PRICEAAERHOUSE( QOPERS

PricewaterhouseCoopers
Corawall Court

19 Comwall Street

Bitrningham B3 2DT

Telephone +44 (0) 121 200 3000
Facsimile +44 (0) 121 200 2464

AUDITORS' R=ZPORT TC THE SHAREHOLDERS OF
ECD (COOKH AMIWOOD) LIMITED

We have audited he -inancial statements on pages 4 to 1—wtHich have been grepared under the
historical cost corvendion and the accoanting policies set cit on page 7.

Respective resp n s bilities cf directors and auditors

The directors are esponsible far preparing the Annual Fe ort including as describe-1 on page 2 the
financial statements Our responsibiliti2s, as independentaucitors, are established by statute, the
Auditing Practice= Bxard and cur profession’s ethical guid nce.

We report to you u - ypinion as to whether the financial st=terents give a truz and fair view and are
properly preparec ir accordance with t12 Companies Act. We also report to vou if, i 1 our opinion,
the directors’ rep=rt is not co1sistent wity the financial sta®ments, if the comjany hes not kept
proper accountin | rezords, if we have 10t received all tre 2formation and explanaticns we require
for our audit, or ifinfermation specified by law regarding d ectors’ remuneration and transactions is
not disclosed.

We read the othe information contained in the Annual Re=ort and consider the impl cations for our
report if we beco e aware of any apparent misstatement=or material inconsistencies with the
financial stateme=te.

Basis of opiniom

We conducted omr audit in accordance with Auditing Stan arcs issued by the Auditing Practices
Board. An audit dudes examination, on a test basis, of vicence relevant to the a nounts and
disclosures in thefinancial s1a.ements. It alse inciudes aras sessment of the significant estimates
and judgements nzce by the directors in the preparation f the financial statementss and of whether
the accounting p llicies are ep >ropriate to the company®s ircumstances, consistent y applied and
adequately disclasec.

We planned and >erformed 2ur audit so as to obtain all th information and explanzations which we
considered necessany in order to provice us with suffici 2r— evidence to give reasonzsble assurance
that the financial statements are free f'om material mis-st-tement, whether caused »y fraud or other
irregularity or errr- .n forming our opinion we also eva u=edthe overall adequacy >f the
presentation of imformation i1 the financial statements.

Opinion
In our opinion th : financial stetements give a true and fai view of the state of the company's affairs

as at 31 DecemBer ~998 and of its profit for the year th2r—ended and have bzen properly prepared
in accordance wsth the Companies Act 1985,

//(_C_ f'ﬁtm)/\_/\

PricewaterhmuseCoopers
Chartered A-countants
and Registesed Auditors 7 June 1899

PricewaterhouseCoopers is t ! su_cegsor partnersiip o the UK fivms of Price Waterhouse and Coomer=t Lytrand. The principal place cf “wsiness of *ricewateriouseCoopers ind
its associate partnerships, an  of To-pers & Lybrand_is 1 Embankraent Place, London WC2N 6N, T : prin_ipal plact of business of P-ce Waterhomse is Southwark Towers, 32
London Bridge Street, Lond—1 SHE1 )SY. Lists of thepartners’ names e available for inspection a2 the=: placs.

Al parmers in the associate m=npsarcnuthmsﬂtuomdm:ttu:|m&agmnof and all contramms for zervices o clients are with, BricewaterthcseCoopers.
PricewarerhouseCoopers is =tho-is-d by the Tnsty f Ch E in England and W_les=) carr on investment business.




ECD (CCOKHAM V/OOD) LIMITED

PROFIT AND LOSS ACCQUNT FOR THE
YEAR E IDED 31 DECEMBER 1998

Nofes
TURNOVER
Operating 057
Administr=ivs expenses
OPERATI IG ROFIT/(LOSS) 2
Interest peyeie 3
PROFIT/{(ROSS) ON ORDINARY ACTIVITIES
BEFORE AMD AFTER TAXATION AND RETAINED
PROFIT/{ .0S8) FOR THE FINANCIAL YEAR 9

£'000
3,084

(2,467)
—{58)

559
(329)

230

(1.012)
(1,012)

(289)

(1,301)

The resulflin e financial year relates solely to cor—inu ng activities in a single class of business

within the Jrised Kingdam.

The movenent on reserves are shown in note 9 tomhe financial staternents.




ECD (CODXHAM 'AWOOD) LIMITED

BALANC= SEHEET AT 31 DECEMBER 19 18

Notes 1998
£'000
CURRENT AS3ETS
Debtors (amowits falling due wit1n one year) 5 1,453
Debtors (amow 215 falling due in more than one year- 5 10,186
Cash at bamk and in hand 1.219
12,858
CREDITORS (amounts-falling due within one ye r) B {1.620)
NET CUREENT ASSETS 11,238
CREDITORS (amounts fallihg due in more thaa ne year) 6 12,309)
(1,071)
CAPITAL \ND RESERVES
Equity sheme >apital 8 -
Profit and ss account 9 (1,071)
TOTAL SEAREHOLDERS' FUNDS {1,071}

f‘
Approved » Le B ar} on fYune 1999,

DIRECTORS] \

A

AD Banks=

FR Herzb ¢

\M*\,

in

452
8,419
—25
8,596

(1.741)
6,855

(8.156)

(1,301)

(1,301)



ECD (COOKHAM WOOD) LIMITED

STATEM =MT OF TOTAL RECOGNISED CAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 9¢8

There is nczdi-ference Hetween the result for the fihexcial year and the total re ;ognised gains and
losses rela—ng o the y=zar.

NOTE OF H STORICAL COST PROFITS .\NJ LOSSES

There is ncdifference between the result for the fnancial year as shown in the profit and loss
account ar- i £ historical equivalent.

MOVEMENT IN SHAREHOLDERS' FUNITS
FOR THE ¥ ZAR EMDED 31 DECEMBER [998

The movere 1 in shareholders’ funds during the year ended 31 Decemmber 1598 relates wholly to
the retaine=l grofit for the financial year.
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ECD (COOKHAM 'WOOD) LIMITED

NOTES WO THE ACCOUNTS - 31 DECEMBER 1998

ACCOUNT N = POLICIES

Basis of a=cennting

The financsl sttements are presared under the hisorical cost convenlion and in accordance with
applicable JK accountin 3 and financial reporting stexdards.

Turnover

Turnover represents the value o work done and se sices rendered, excluding sales related taxes.
All turmove o iginates in the Uni%ed Kingdom.

Deferred toxafion

Provision i= mede under the liability method in resp=ct of those timing differences which are
expected t » mecome pavable in “he foreseeable fatLe,

Leased asseds

Payments Iniz3r operating leases are charged aca st rofits in the year the payments are made.
Contract mebfors

The costs ncurred in respect of =ervices under the ;ontract during the period prior to the secure
training cemtr2 becom ny available for occupation ame remunerated over the remaining contract
term.

According 7 £ 2se costs are accumulated within co tract debtors as incurred. Availability fees will
be allocated >-2tween tumover and reimbursement Hf contract debtors so as b generate a constant
rate of retLrmover the li‘e of the contract.

OPERATIIG PROFIT

The compmn ¢ had no employees during the period ther than the directors. No remuneration was
paid to thedTectors in respect of their services to t=e company.

The audit ee n respect of the ccmpany was £4,0(2 for the year. The audito 's received no
remunera on ‘or other services.




ECD (COCKHAM WQOD] LIMITED

NOTES O THE ACCOUNTS - 31 DECENMBER 1998 (CONTINWED)

INTERES™ FAYABLE

1998 1997

£000 £'000
Amortisatmn cf issue costs 11 -
Interest peyshde on short term lnans 9 -
Interest p=yetde on long term loans 1,010 293
Bank interss : seceivable (57) 4)
Interest or comtract dektor _(644) -
Net intere t payable 329 289

TAXATICN

There is r sharge ta UK corperation tax at the no mnal rate of 31% in the yeer due to the availability
of loss relef fiom the p evious period.

DEBTORS
1998 1997
£000 £'000
Amounts lu 2 within onz year:
Contracd 2tor 378 -
Other d blors 1,075 45
1,453 452
Amounts lue in more than oneyear:
Contrac deotor 10,186 8,119
11,639 8,571




ECD (Cx0 <HAM WOOD) LIMITED

NOTES B0 THE ACCOUNTS - 31 DECEMBER 1998 (CGNTINUED)

CREDITOFS
1988 1897
£000 £000
Amounts falirc due within one year:
Trade crditors 506 1,704
Accruals ini deferred income 53 37
VAT 77 -
Bank borowings 984 -
1,620 1,741
£000 £'000
Amounts f=lling due in. more than one year:
Bank borowngs 11,461 7,700
Less: iss-ie costs {152) (162)
11,309 7,538
Other loens 1.000 618
12,309 8,156

Bank borr=w rgs relale to a term loan facility of £1=204,875, granted Ly a group of banks, The
Company 1as an add tional working capital facility f £300,000 of which £24M000 is being utilised at
31 Decener 1998. Loan issue costs have been cfset against bank borrowings and are being
amortised ower the perind of the “acility as part ol tie fiiance cost in accordamce with the provisions
of Financi | Repotting Standard 4.

The [oan #c (i y is repayable in 26 six monthly in st=ments which commenced on 15 December
1998. Interes is charged on amaunts drawn unde -the facilities based on the floating LIBOR rate.
The Compary has entered into swap agreements —ith ABN Amro Bank NV in order to fix the
interest reme 3°7.785% applied o draws of £12,21200) on the facility 1o 31 March 2011, The term
loan and wosking capital facilities are secured by a_ixed charge over all leasehold interests, book
debts, prcect accounts-and intel ectual property of“he Company and by a flcating charge over the
Company 3 undertakings and assets.

The otherioan balance:of £1,000,000 relates to “u=ds advanced by Education Care and Discipline
Limited. Bducation Care and Discipline Limited ha= in turn received corresponding loans from its
shareholcers n proporlion to their shareholdings.
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ECD (CCCKHAM WOOD]) LIMITED

NOTES ~O THE ACCOUNTS - 31 DECEMBER 1998 (CONTINUED)

PROVISICNS FOR LIABILITIES AND CHARGES

No deferrel tax has been provided in the accounts Tre full potential (asset)siability at 30% is £Nil.

SHARE CAAFITAL
1998 1997
Authorisec
Ordinary shaes of £1 each £100 £100
Allotted ard ssued on incorporaion:
Ordinary sheres of £1 each £100 £100
PROFIT AND LOSS ACCOUNT
£'000 £'000
At 31 Deczncer 1997 (1,301) (1,301)
Profit in tr= firancial vear 230 —_
At 31 Deczmber 1898 (1,071) (1,301)
OBLIGATRCNS UNDER LEASES

The comary-has entered into an operating lease nd has an annual commi ment under leases for
land and " ‘uiicings of £1 expiring after five years.

COMMIT AEMTS

Under theterms of a cdntract with Tarmac Constricticn Limited dated 3 Mar—h 1997, the company
Is commiflec o payrre its totalling £10,797,450 n espect of design and con struction service to be
provided 1 the period fo April 1€98. Payments wee made as the des gn ans construction work
progressad, *ayments up to the year ended 31 D=cember 1998 were £10,737,450 (1997 -
£8,119,0C0N

An opera ing agreement with Rebound ECD Limrit=l, was signed by the cormoany on 3 March 1987,
The comgany, is committed to pay fixed and varial—e fees to Rebound ECD Limited based on the
number C aw ailable treinee places. Payments commenced in April 1208 and continue for the
contract ®rm Payments in the year ended 31 De=enber 1998 were £2, 305058 {1997 - £Nil).

10
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ECD (CC0 KHAM WOOD) LIMITED

NOTES “O THE ACCOUNTS - 31 DECEMBER 1998 (CONTINUED)

RELATED PARTY DISCLOSUFRES

In addition o entract ccmmitmerts set out in note 1 above, Group 4 Prison 3ervices Limited, a
company r=la.ed to ECC {Cookham Wood) Limited _orowided administrative a 1d technical services
to the company during the year al a cost of £25,06=(1897- £10,324). Similar services were also
provided b— Tarmac (PF1) Limited at a cost of £9,248 (1997 - £33,833).

PARENT LNDERTAKINGS

The compay is a whellv owned subsidiary of Educ=tion Care and Diszipline Limited, a company
which files :onsolidated financial statements in Engmanc. The share capital of Education Care and
Discipline Hiriled is held fifty pe ‘cent by Tarmac -P=I) Limited, which is registered in the United
Kingdom, with the cther fifty percent held by Reboumd ECD Limited, a companmy incorporated in the
United Kin 1dem.

11.




