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LYNX EXPRESS LIMITED

DIRECTORS’ REFORT FOR THE FERIOD ENDED 31 DECEMBER 2007

The directors subrmut herewith their annual report and audsted financiat statements for the year ended 3 ist
December 2007

PRINCIPAL ACTIVITIES

The principal activity of the company 1s the transportation of parcels, including the provision of tailored logistics
solutions

BUSINESS REVIEW

The turnover for the year was £145 2m (2006 £194 5m) The decrease 13 mamly attributable to the change in the length
of the period under review from |5 months i 2006 to 12 months i 2007 The negative operating margin for the year

18 5% (2006 10 2%) results from the competitive pressures 1n the market and the migranon of the internatonal segment
o UPS

Competuve pressures in the market are a continuing nisk to all those operating mn the indusiry The company manages
the nisk by providing and implementing innovative UPS services which adds greater value 1o those services

The Net Liabilittes position was £31 Sm (2006 £16 1m) The movement was attributable to the increase in amounts
owed to group subsidiaries

The Lynx International portfolio nugrated to UPS contract terms, thus eliminating conflicting agreements for non UK
services through Lynx Euro Express and UPS Global Distribution Alliance Lynx revenue streams have therefore been
reduced 1o reflect purely domesuc acuvity consistent wath the pertod to 3151 December 2006

Operaucnally, this year represented the second phase of a three year plan to fully integrate and preduce a unified network
within the UPS Group of which Lynx Express Limuted 15 a subsidiary Building on this integratton and unified network
the directors remamn confident that UPS's business will continue 1o develop and deliver strong retums It 1s the company's
wmntention to cease rading under the brand name of Lynx Express and during the forthcoming months all activities be
novated to UPS Limited

RESULTS AND DIVIDENDS

The results for the period are set out on page 7 of the financial statements and show an operating loss of £28,900,000
(2006 - £19,787,000) on tunover of £145,209,000 (2006 - £194,548,000) The directors have not proposed a dividend
(2006 - £0)

DIRECTORS

Durectors who have served throughout the period and to the date of this report unless otherwise indicated are as
follows

W Fhick

H M Mensing

J Barber

E Plamp (resigned 21 January 2008)
C Cubias {appointed 31 January 2008)

Noneg of the directors n office at the date of this report had a beneficial interest 1n any contract or arrangement of
sigmficance to which the company was a party during the period




LYNX EXPRESS LIMITED

DIRECTORS' REPORT FOR THE PERIOD ENDED 31 DECEMBER 2007
(CONTINUED)

SUPPLIER PAYMENT POLICY

‘The company's pohicy 1s to seitle terms of payment with suppliers when agreeing the terms of each transaction,
ensure that suppliers are made aware of the terms of payment and atide by the terms of payment

FINANCIAL RISK MANAGEMENT

The company 15 exposed to price nsks, including market, currency and interest rate risk, along with credut,
hquidity and cash flow nsk  The company has adopted nsk management policies that seek to mitigate these nsks
n a cost-effective manner

Financial assets that expose the company to financial nsk consist principally of cash, trade receivables and other
receivables Financial habilities that expose the company to financial nisk consist principally of trade payables
and other payables The financial risks associated with these financial instruments are constdered minmal

Foreign Exchange nisk
The directors are of the view that the company 1s not exposed to any sigmficant foreign exchange nisk

Interest rate sk
Interest-beanng financial assets and Liabilities are all short term  Hence with the current micrest rate level any
future variation 1n interest rates will not have a material impact on net loss

Credit Risk

The company places uts cash with creditworthy mstitutions  The company performs ongoing credit evaluation of
1ts customers® financial condition  The carrying amounts of cash, trade receivable and other receivables represent
the maxmum credit nsk that the company 15 exposed Lo The trade recervables are distributed 10 such a manner
that the concentration of credit sk 1s not considered extraordinary

Liguidity Risk
The company 1s dependent on 1ts related company for continued financral support and the directors are satisfied

that the financtal support will be available when required

Fair value of Financial assets and financial ltabilities
The camrying amounts of cash and bank balances, trade and other current recervables and payables approximate to
their fair values due to the relatively short-term maturing of these financial instruments

CHARITABLE AND POLITICAL CONTRIBUTIONS
No chanitable or political donatzons were made during the year

SIGNIFICANT MATTERS RELATING TO THE BASIS OF PREPARATION OF THE FINANCIAL
STATEMENTS

Basis other than going concern
As a result of the intended ccasing of trade of the company, the financial statements have been prepared on a basis

other than that of a going concern which includes, where appropniate

writing down the Company’s assels to net realisable value,

reclassifying long term assets and habilities to short term where required, and

making provision for any onerous contractual commutments at the balance sheet date
The financial statements do not clude any provision for the future costs of lerminating the business of the
Company except 10 the extent that such costs were commntted at the balance sheet date




LYNX EXPRESS LIMITED

DIRECTORS® REPORT FOR THE PERIOD ENDED 31 DECEMBER 2007
(CONTINUED)

DISABLED EMPLOYEES

Applicanons for employment by disabled persons are always fully considered, bearing tn mind the aptitudes of the
applicant concerned In the event of members of staff becoming disabled every effort 1s made te ensure that thexr
employment with the company continues and that appropniate traiming s amanged It 15 the policy of the company
that the trainng career development and promotion of disabled persons should, as far as pessible, be denuical to
that of other employees

EMPLOYEES' INVOLVEMENT

The company recogmises the need to provide information to employees on 1ssues affecting them and the
performance of the company This 15 achieved through periodic mangement meetings and the publication of
information bulletins

AUDITORS

Each of the persons who 15 a director at the date of approval of this repon confirms that

(1) so far as the director 15 aware, there 1s no relevant audit information of which the company's auditors are
unaware and

(2) the director has taken ali the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit mformation and to establish that the company's audutors are aware of that information

This confirmation 1s given and should be mterpreted m accordance with the provisions of s23dZA of the
Companes Act 1985 A resolution to re-appomt Deloitie & Touche LLP as the Company's audstor will be
proposed at the forthcomng Annual General Meeting

Approved by (he Board and signed on its behalf by

[}

CadonA- 0 1ern ‘Q

C Cubias
Company Secretary
271h October 2008

UPS House
Forest Road, Feltham, Middlesex, TW13 7DY




LYNX EXPRESS LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

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

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements m accordance with United Kingdom Generally Accepted
Accounting Pratice (Umited Kingdom Accountmg Standards and apphcable law) The financial statements are
required by law to give a true and farr view of the state of affairs of the company and of the profit or loss of the
company for that period  In preparing these financial statements, the directors are required 10

- select suitable accounting policies and then apply them consistently,
- make judgements and estimates thal arc reasonable and prudent,
- state whether applicable UK Accounting Standards have been followed, and

- prepare the financial stalements on a gomg concern basis unless 1t 15 inappropnate to presume that the
company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the company and to enable them to ensure that the financial statements comply wuh 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 uregulanties




LYNX EXPRESS LIMITED

Independent auditors’ report to the members of Lynx Express Limited

We have audited the financial statements of Lynx Express Limuted for the year ended 31 December 2007 which
comprise the Profit and Loss Account, the Statement of Total Recognised Gamns and Losses, the Historical cost
profits and Josses, the Balance sheet and the related notes 1 to 23 These financial statements have been prepared
under the accounting palicies set out therein

Thus report 1s made solely to the company’s members, as a body, in accordance with section 235 of the Compamies
Act 1985 Qur audit work has been undertaken so that we nught 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 permitied by law,
we do not accept or assume responsibihity to anyone other than the company and the company's members as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibiities of directors and auditors

The directors' responsibiliues for preparing the financia) statements m accerdance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors' Respsonsibuliies

Our responsibily 15 10 audit the financial statements 1n accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report 10 you our opuion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether i our opinion the mformation
given mn the Directors' Report 1s consistent with the financial statements

In additian we report 1o you if, 1n our opinton, the company has not kept proper accounting records, 1f we have not
recerved all the information and explanations we require for our audit, or f information specified by law regarding
directers' remuneration and other transactions 1s not disclosed

We read the Directors” Report and consider the implications for our report 1f we become aware of any apparent
misstatements within it

Basis of audit opimion

We conducted our audit n accordance with International Standards on Audiung (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 1 the financial statements It also includes an assessment of the significant esumates and judgements
made by the directors 1n the preparation of the financial statements, and of whether the accounting pelhicies are
appropriate 1o the company's circumstances, consistently apphied and adequately disclosed

We planned and performed our audit so as 1o obtam all the information and explanations which we considered
necessary 1 order to provide us with sufficient evidence to give reasenable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregulanty or emor  In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial staternents

Opmion
In our opinion

- the financial statements give a true and fair view, n accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of 1ts loss for the year
then ended,

- the financial statements have been properly prepared 1n accordance with the Companies Act 1983, and

- the information given i the Directors' Report 13 consistent with the financial statements

Emphasis of matter - financial statements prepared on a basis other than that of a going concern

Without qualifying our opinion, we draw attention to the disclosures made m note 1 of the financial statements which
states that the financial statements have been prepared on a basis other than that of a going concern as the company
intends 1o cease trading subsequent to the year end

Deletlt £ Tantrr w1 L

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
Bumingham, UK

%h October 2008




LYNX EXPRESS LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2007

Before Before
Exceptional Exceptional Exceptional Exceptional
Items Items Total Items Items Total
Notes 2007 2007 2007 2006 2006 2006
12 months 15 months

£000 £'000 £000 £'000 £000 £000
TURNOVER 2 145,209 - 145,209 194,548 - 194,548
Operating charges 3 (171,453} (2,656) (174,109) (214,185) (150) (214,335)
OPERATING LOSS (26,244) (2,656) (28,900) (19,637 (150) (19,787
Profit on disposal of Fixed assets - - - - 6,319 6,319
Profit on disposal of Investments - - - - 681 681
LOSS BEFORE INTEREST AND
TAX {(26,244) (2,656) (28,9%00) (19.637) 6,850 (12,787)
Interest receivable 5 577 - 571 630 - 630
Interest payable 6 (3,999) - (3,999 2.177) - 2,177)
LOSS ON ORDINARY ACTIVITIES
BEFORE TAXATION (29,666) (2656) (32,322)  (21,184) 6,850  (14334)
Tax on loss on ordinary activities 7 6,560 3,746
LOSS FOR THE PERIOD (25,762) (10,588)

All results derive from continuing activitics

The Notes on pages 1010 23 form part of these financial statements




LYNX EXPRESS LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2007

Deficit for the pertod transferred to reserves
Actuanal gaimn relating to the Pension Scheme (note 20)
UK deferred tax charge attributable to the actuanal gan

Property revaluation
Other

Total recogmsed losses relaling to the period

NOTE OF HISTORICAL COST PROFITS AND LOSSES
FOR THE PERIOD ENDED 31 DECEMBER 2007

Loss on ordinary activities before taxation

Difference between the historical cost depreciation charge
and the actual depreciation charge for the penod calculated
on the revalued amount

Historical cost loss on ordmary activities before taxation

Historical cost loss for the pertod retained afier taxation

2007
£'000
12 mths

(25,762)
9,500
(1,079)
1,894

(15,447)

2007
£'000
12 mths
(32,322)

(239)

(32,561)

(26,001)

2006
£'000
15 mihs
{10,588)

2,000
(2,700)

7

(11,281)

2006
£'000
5 mths
(14,334)

(168)

(14,502)

(10,756)




LYNX EXPRESS LIMITED

BALANCE SHEET - 31 DECEMBER 2007

FINED ASSETS
Tangible assets
Investments

CURRENT ASSETS

Stocks

Debtors falling due within one year
Cash at bank and in hand

CREDITORS - amounts falling due within one year
NET CURRENT (LIABILITIES)  ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS - amounts falling due after one year

NET LIABILITIES EXCLUDING PENSION
SURPLUSALIABILITY)

Pension - defined benefit surplus/{Liabilities)

NET LIABILITES INCLUDING PENSION
SURPLUS/(LIABILITY)

CAPITAL AND RESERVES

Called up share capital

Capital redemption reserve

Share premium

Revaluation reserve

Other reserves

Profit and loss account

SHAREHOLDERS' DEFICIT

The notes on pages 10 10 23 form parnt of these financial statements

Notes

11
12

14

20

16

18
18
17
18

19

2007

2007

2006

£000

480
35,924
1,726

38,130

(107,008)

£'000

25,465
10,135

35,600

(68,878)

(33.278)

{1,004)

(34,282)

2,775

(31,507)

582
25
1,493
4,985
1,928

(40,520)

(31,507

£'000

650
35,035
1,371

37,056

(25,281)

The financial statements were approved by the Board an 27th October 2008 and signed on their behalf by

Condoertrmt o 'Q

C Cubias
DIRECTOR

11,775

46,493

(55,553)

(9,060)

(7,000

(16,060)

582
25
1,493
2,852
1,928
(22.940)

(16,060)




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007

SIGNIFICANT MATTERS RELATING TO THE BASIS OF PREPARATION OF THE FINANCIAL
STATEMENTS

Basis other than going concern

As a result of the intended ceasing of trade of the company, the financial statements have been prepared on a basis other
than that of a going concern which includes, where appropnate

writing down the Company’s assets 1o net realisable value,

reclassifying long term assets and habilities to short term where required  and

making provision for any onerous contractual commutments at the balance sheet date
The financial statements do not include any provision for the future costs of terminating the business of the Company
except 1o the extent that such costs were commutted at the balance sheet date

ACCOUNTING POLICIES
Accounting polictes

The financial statements are prepared n accordance with applicable United Kingdom law and accounting standards The
particular accounting policies adopted are described below and have been applied consistently 1n the current and preceding
penod

Accounting convention

The financial statements are prepared under the histonical cost convenuion, modified 1o include the revaluanen of certain
fixed assets

Group accounts

The company has taken advantage of the exemption granted under section 228 of the Compamies Act 1985 not to preduce
group accounts since 1t 15 a subsidiary of UPS (UK Holdings} Limited UPS (UK Holdings) Lumted 15 n turn a subsidiary
of UPS Inc who produce consolidated Financial statements which includes Lynx Express Limited  The company 1s also,
on this basis, exempt from the requirement of FRS | (revised) to present a cash flow staternent

Tangible fixed assets

Revaluation of properties

[ndividual frechold and leasehold properties are revalued every three years with the surplus or deficit on book value being
transferred to the revaluation reserve

Tangsble fixed assets are stated at cost net of depreciation and any provision for impaument

Depreciation of tangible fixed assets 15 provided ai rates calculated to reduce their cost to estimated realisable value at the
end of their anticipated useful lives

The rates used and applied to oniginal cost are such that they will fully depreciate the assets over the following penods

Freehold buildings 20 to 40 years

Short leasehold premises Over the life of the lease
Fixtures, fittings, tools and equipment 310 10 years

Motor Vehicles Jto 11 years

Freehold land 15 not depreciated

Investments

Investments held as fixed assets are stated at cost less provision for impairment in value

Stocks

Stocks are stated at the lower of cost and net realisable value less any provision for impawment

Foreign currency

Transactions denominated in foreign currencies are translated nto sterling at the rates ruling at the dates of the ransaction
Monetary assets and habihues denominated in foreign currencies at the balance shect date are translated at the rates ruling
at that date These translation differences are dealt with in the profit and loss account

Intangible assets - goodwill

Goodwill ansmg on acquisiions 1n the year ended 30 September 1997 and earlier periods was wnitten off to resrves in
accordance with the accounting standard then n force  As permutted by the current accounting standard the goodwill
previously written off to reserves has not been reinstated in the balance sheet On disposal or closure of a previously
acquired business, the attnbutable amount of goodwall previously wnitten off to reserves 15 included in determining the
profit or loss on disposal

10




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

ACCOUNTING POLICIES (CONTINUED)
Pension costs

For the defined benefit schemes the amounts charged to operating profit are the current service costs and gams and losses
on settlements and curtailments They are included as part of staff costs Past service costs are recognised immediately i the
profit and loss account 1f the benefits have vested If the benefits have not vested immediately, the costs are recognised
over the pertod until vesting occurs  The interest cost and the expected retum on assets are shown as a net amount of other
finance costs or credits adjacent to interest Actuanal gains and losses are recognised immed:ately in the statement of total
recognised gains and losses

Defined benefit schemes are funded, with the assets of the scheme held separately from those of the group, i separate
trustee admimistered funds Pension scheme assels are measured at far value and hiabilities are measured on an actuanal
basis using the projected unit method and discounted at a rate equivalent to the current rate of return on a lgh quality
corporate bond of equivalent currency and term to the scheme liabilities The actuarial valuations are obtaned at least
tnannially and are updated at each balance sheet date The resulting defined benefit asset or hability, net of the related
deferred tax, 1s 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 15 the contributions payable in the year Differences between contributions payable in the year and
contributions actually paid are shown as either accruals or prepayments 1n the balance sheet

Leases

Assets held under finance leases and the related obligations are capitahised at therr fair value on acquisiion and depreciated
over their esumated useful lives The finance charges are allocated over the penod of the lease in proportion to the capital
element outstanding Operating lease rentals are charged 1o the profit and loss account i equal amounts over the lease term

Taxation

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

Deferred tax 1s provided 1n full on timing differences, which result in an obligation at the balance sheet date to pay more
tax, or a nght to pay lcss tax, at a future date

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

Deferred tax 15 not recognised when fixed assets are revalued unless by the balance sheet date there 1s a binding agreement
to sell the revalued assets and the gamn or loss expected te anse on sale has been recogmised in the financial statements
Neuther 15 deferred tax recogmsed when fixed assets are sold and 1t 15 more hkely than not that the taxable gam will be
rolled over, being charged to tax only 1f and when the replacement assets are sold

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

Turnover

Turnover represents the value of services ivoiced to customers and other group companies for forwarding of parcels and
freight both domestically and intemationally together wath amounts invoiced to group undertakings for services rendered on
thewr behalf Itis stated net of value added tax and duty

All umover 1s denved from the UK

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

1"




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007

OPERATING CHARGES

Raw Matenials, consumables and other purchases

Staff Costs

Wages and salanes (including exceptional items of redundancy)

(2007 - £1,154,283) (2006 -£150,000)
Social secunty costs
Other pension costs

Depreciation of own tangible fixed assets
Depreciation on assets held under finance leases

Exceptional items - Impairment of Plant and Equipment

Other Operating charges
Operaung lease rentals (including short term hire)

Revenue earming vehicles
Plant and machinery
Land and buildings

Auditors' remuneration
Fees payable to the Companies auditors for audit of the
companies accounts

Tax services

Other

Total operating charges

12

12 months

2007

£000

23,387

52,214

4,477

3,387

2,755

178

1,501
4,943
1,452
4,820
63
24

74,908 §6,21¢

174,109

6,025
1,437
5,988

9%
50

107,628

15 months
2006
£000

17,023

61,908

5,296
4,665

4,078

138

121,227

214,335




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

EXCEPTIONAL ITEMS REPORTED AFTER OPERATING LOSS

The effects of the exceptional nems reported after operaung loss on the amounts charged to the profit and loss account for
Laxation were

2007 2006
£000 £'000
12 mths 15 mths
Profit on sale of tangible fixed assets of continuing operations - 6,319
Profit on sale of Investments - 681
Decrease n charge to profit and loss account - 7,000
INTEREST RECEIVABLE AND SIMILAR INCOME
2007 2006
£'000 £000
12 mths 15 mths
Bank interest receivable 177 330
Net income from Pension Scheme 400 300
577 630
INTEREST PAYABLE AND SIMILAR CHARGES
2007 2006
£'000 £'000
12 mths 15 mths
Amounts owed to group undertakings 3,643 1,734
Interest payable under finance lease arrangements 85 123
Other ilerest payable 16 -
Interest due on preference share dividends 255 320
3,999 2,177

13




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007

(CONTINUED)

TAX ON LOSS ON ORDINARY ACTIVITIES

Current tax

UK corporation tax

Group relief

Adjustment in respect of prior years

Deferred tax

Ongmnation and reversal of uming differences
Adjustments 1n respect of prior years
Movement 1n respect of pensions

Total deferred tax

Tax on loss for the year

2007
£000

(6,317)
(243)

{6,560}

(6.560)

Adjustments 1 respect of previous years anse from the agreement of prior year tax computations

Factors affecting tax charge for the year

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

are explamned below

2007

£'000
Loss on ordinary activities before taxation (32,322}
Loss on ordimary activities at the standard UK rate of tax (30%) (9,697
Capnial allowances versus depreciation 688
Impament Loss 450
Shert term tming differences (142)
Group relief surrendered 648
Capital gan on disposal of Muswell Hill -
Rollover relief claimed on sale of Muswell Hill -
Profit on sale of Properties -
Tax losses not utilised 2,026
Pension deduction (390)
Items not deductible for tax purposes 2
Imputed interest adjustment 98
Adjustment in respect of prior years (243)
(6,560)

Deferred tax assets/habihities have not been discounted

2006
£'000

(5,236-)

(5.236)

1,101
149
240

1,490

(3.746)

2006
£000
(14,334)

(4,300)
(233)
60
1,485
2,047
(2,047)
(2,100
499
(240)
(407)

(5.236)

As a result of the budget announced by the Chancellor of the Exchequer on 21 March 2007 and substantively enacted on
26th June 2007, the rate of corporation tax for companies wn the United Kingdom has reduced from 30% to 28% from Ist
Apnl 2008 Consequently the company's closing deferred tax assets and habiliies have been restated at 28% at the pertod

end 1o reflect the rate at which 1t 1s expected these assets and liabilities will be recovered in the future

14




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

INFORMATION REGARDING DIRECTORS AND EMPLOYEES

The directors who served duning this and the preceding penod were paid by another group company It 1s not
possible to spht thetr ime for the work spent on Lynx Express Limited

The average number of employees duning the year including directors was as follows

31 December 31 December
2007 2006
Full Time Number Number
Management and supervisory 732 895
Clencal and wage grade 1,669 1,893
2,401 2,788
TANGIBLE FIXED ASSETS
Long
Frechold Leasehold Owned
Land and Land and Plant and
Buildings Buldings Machmery Total
£'000 £000 £000 £000
Cost or valuaton
At 31 December 2006 11,773 3,656 28,430 43,859
Addituons 267 81 3,069 3,417
Revaluation 1,662 232 - 1,894
Disposals 6h - (78} (139}
At 31 December 2007 13,641 3,969 31,421 49,031
Depreciation
At 31 December 2006 503 1,552 17,139 19,194
Charge for the year 8 378 2,547 2,933
Disposals (40) - (54 %9
Impairment losses - - 1,533 1,533
At 31 December 2007 471 1,930 21,165 23,566
Net book value
At 31 December 2007 13,170 2,039 10,256 25,465
At 31 December 2006 11,270 2,104 11,291 24,665

Fixed assets under finance lease and hire purchase contracts had a net book value at 31 December 2007 of £1,279,916
(2006 £1,457,976)

15




a}

b)

c)

4

LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

TANGIBLE FIXED ASSETS (CONTINUED)

Analysis of land and buildings at cost or valuation

2007 2006

£000 £000
Atcost 3,460 3,173
At valuauon 14,150 12,256
Total 17,610 15,429
Freehold and long leasehold land and buildigs
If the revalued assets were stated on the histonc cost basis the amounts would be

2007 2006

£000 £000
At cost 10,543 10,543
Agpregate depreciation (3,233) (2,782)
Net book value based on histonc cost 7310 7,761

The company’s frechold properties and their long leasehold properties were revalued at March 2008 on the basis of existing
use value by independent qualified valuers The valuations were undertaken i accordance with the Appraisal and Valuation
Manual of the Royal [nsutution of Chartered Surveyors i the United Kingdom by DTZ Debenham Tie Leung, a firm of
independent Chartered Surveyors

These valuations have been incorporaied into the financial statements as they represent no sigmficant differences from the
value of the assets at 31 December 2007, and the resultng revaluation adjustments have been taken to the revaluation
reserve The revaluations resulted n a revaluation surplus of £1,894,000

No deferred tax 1s provided on timing differences ansing from the revaluation of fixed assets unless, by the balance sheet
date, a binding commitment to sell the asset has been entered nto and 1t 15 unhikely that any gam will be rolled over

Company frechold land at a revaluation of £8,217,587 (2006 - £7,272,000) has not been depreciated

At 31 December 2007 the majonity of the company's revenue ¢arning vehicles were held under operating leases The
operating lease rentals are charged to the profit and loss account on a straight-line basis over the terms of the leases
Operating lease commitments 1n respect of revenue caming vehicles are disclosed in note 21 of these financial statements

The impawrment relates {o Plant and Equipment 1n the main hub, the value of which the directors believe to be lower than 1ts
previous carrymng value




LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007

(CONTINUED})

10 INVESTMENTS HELD AS FIXED ASSETS

Cost
At 31 December 2006
Additions

At 3] December 2007

Provision at 31st December 2006 and 31st December 2007

Net book value at 31 December 2007

Net book value at 31 December 2006

Loans to
subsicdhary
undertaking

£000

5,900

5,900

Shares in
substdiary
undertaking Total
£004 £000
4,956 10,856
82 82
5,038 10,938
(803) (803)
4,235 10,135
4,153 10,053

The company holds 100% of the 1ssued ordinary shares and voting nghts in the followng subsidiary undertakings except
for Red Star Parcels Limited which 13 a wholly owned subsidiary of Red Star Limited and Lynx Express BV which 1s a

wholly owned subsidiary of Lynx Holdings BV

Class of Share

Held
Lynx Express Management Services Ltd Ordinary
Lynx Express Pension Trustees Limited Ordinary
Lynx Euroexpress Limited Ordmary
Red Star Limited Ordinary
Red Star Parcels Limsted Ordinary
Lynx Holdings BV Ordmary
Lynx Express BV Ordinary
St David's Way Lumited Ordinary

Nature of
business

Service company
Dormant

Dormant

Dormant
Transport company
Transport company
Transport company
Property company

Country of
mcorporation/country of
operation

England and Wales / UK
England and Wales
England and Wales
England and Wales
England and Wales / UK
Netherlands / Nethertands
Netherlands / Netherlands
England and Wales / UK

In the directors' opmion the aggregate vatue of the shares m the subsidiary undertakings 15 not less than the amounts at

which they are stated in the balance sheet

11 STOCKS

Consumable stores

2007 2006
£000 £000
480 650

There 1s no difference between the balance sheet value of stock and their replacement cost
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LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007

{(CONTINUED)

DEBTORS

Amounts falling due within one year

Trade debtors

Amounts owed by subsidiary undertakings
Other debtors

Prepayments and accrued income

Group rehef

CREDITORS (amounts falling due within one year)

Bank loans and overdrafis

Trade creditors

Amounts owed to substdiary undertakings
Finance leases

Other creditors

Other taxation and social security
Accruals and deferred income

Dividends payable on non-equity shares
Amounts owed to group undertakings
Amounts due to preference share holders

CREDITORS {(amounts falling due after one year)

Finance leases
Amounts owed to group undertakings
Amounts due to preference share holders

18

2007 2006
£000 £000
17,869 20,284
4,495 3,804
313 590
1451 5,121
11,796 5,236
35924 35,035
2007 2006
£000 £'000
5406 1,085
6,631 6,631
12,213 8,244
205 156
1,692 2,121
3,690 2318
4,333 3,613
1,362 1,113
63,348 .
8.128 -
167,008 25,281
2007 2006
£000 £000
1,004 1,209

- 46,216

- 8,128

1,004 55,553




LYNX EXPRESS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

DEFERRED TAXATION
The amounts provided for in the financial statements for deferred taxation and the amounts not provided for are as follows

Provided
(assets)/habilites
2007 2006
£000 £000
Caputal allowances in excess of depreciation - 999
Tax losses - (636)
Other uming differences - (363}
Not Provided
(assets)/liabilities
2007 2006
£000 £000
Captal allowances 1n excess of depreciation (78) 599
Tax losses (3,350) (1,986)
Other uming differences (246) (363)
(3,674) (1,350)
Deferred Tax Asset
2007 2006
£000 £'000
Opemng balance - (1,250)
Current year movement - 1,250

Movement through STRGL - -

Closing balance - -




16

17

18

19

LYNX EXPRESS LIMITED
NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

CALLED UP SHARFE. CAPITAL

2007
£000
Authorised
400,000 Qrdinary Shares of £1 each 400
1,072,000 A Ordinary shares of 5p each 54
128,000 B Ordinary shares of £1 cach 128
582
Called up, allotted and fully pard
400,000 Ordinary shares of £1 cach 400
1,072,000 A Ordinary shares of 5p each 54
128,000 B Ordinary shares of £1 each 128
582

OTHER RESERVES

The other reserve compnses negative goodwili of £1,013,000 on the acqusition of the trade and business of LYNX Express

Delivery Network Limited 1n 1997 and £915,000 relating to a hindsight period adjustment n 1998

2006
£'000

400

128

582

400

128

582

RESERVES
Share Profitandloss Revaluaion
Share Capual Premium account reserve
£'000 £'000 £'000 £'000

At 1 January 2007 582 1,493 (22,940) 2,852
Loss for the year - - (25,762) -
Actuanal Gan relating to the Pension Scheme - - 9,500 -
UK deferred tax attributable to the actuarial gain - - (1,079) -
Property revaluation - - - 1,894
Reserve transfer - - (239) 239
At 31 December 2007 582 1,493 (40,5200 4,985
RECONCILIATION OF MOVEMENT IN SHAREHOLDER'S DEFICIT

2007 2006

£000 £'000
Loss for the financial period (25,762) {10,588)
Actuanal Garn relating to the Pension Scheme 9,500 2,000
UK deferred tax attributable to the actuanal gain (1,079) {2,700}
Property revaluation 1,894 -
Other - 7
Net reduction to shareholders' defient (15,447} (11,281}
Opening shareholders’ deficit (16,060) (4,779)
Closing sharcholders’deficit (31,507) {16,060}
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LYNX EAPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

PENSION COSTS

The principal pension scheme for group employees 15 the Lynx Express Pension Plan which 15 a defined contribution plan,
cxcept that the Plan includes certan sections compnsing of former NFC Retrement Plan members, which are defined
benefit sections The assets of the Scheme are invested in a Trustee admmstered fund The Scheme 1s funded by
contributions from employees and the company, the latter being charged against profits each year

The ongomg fundmg level of the Lynx Express Limited Pension Plan was assessed by a quahfied actuary i a valuaton
dated 31 January 2005 At that date, the market value of assets of the Scheme (excluding any Addiuonal Voluntary
Contribution funds and annwity contracts held with insurance compames) amounted to £58 6 million

In the opinion of the Actuary, at the valuation date the Scheme had an on-gong funding level of 83% and showed a
comresponding deficitof £11 2 milhon

Monthly contributions were also made during the peniod at the following rates

Contnbution Rate - % of Pensionable Eamings

Age at 6 Apnl Member Company
30 and under 250% 250%
31-35 2 50% 3 00%
36-40 2 50% 350%
41.-43 3 50% 450%
44-46 350% 6 50%
47 and above 4 50% 750%

During the year ending 31 December 2007, the company paid contributions to the Scheme totallng £4 30m(2006 -
£5 (02m)

FRS 17

A full actuanal valuation was camed out at 31 January 2005 and updated to 31 December 2007 by a qualified independent
actuary The Projected Umit valuation method has been used

The major assumptions used by the actuary at 31 December 2007 were (in normal terms)

2007 2006 2005
Inflatton 320% 3 00% 275%
Rate of increase 1n salary 420% 4 00% 375%
Rate of mncrease in pension 1n payment 3 05% 300% 275%
Rate of increase for deferred pension 320% 3 00% 275%
Discount rate 590% 515% 510%
The assets in the scheme and the expecied rates of return were
31 December 2007 31 December 2006 30 September 2005
Long term Long term Value Long term
expected expected expected
rate of return rate of return rate of return
£'000 £000 £000
Fair value
Equities/Property 810% 45554 7 00% 42,550 8§35% 36,500
Bonds/cash 520% 20,500 4 90% 15,580 4 90% 12,000
Total market value of assets 66,054 58,130 48,500
Present value of habilites (62,200) (65,130) (58,300)
Surplusf{deficit) in the scheme 3,854 (7,000) {9,800)
Related deferred tax (hability)/asset (1,079) - 2,940
Net pension asset /(liability) 2,775 (7,000) {6,860)
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LYNX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
{CONTINUED)

PENSION COSTS (CONTINUED)

Analysis of the amount charged to operating loss

Current service cost

Analysis of the amount credited to net finance charges

Expected return on pension scheme assets
Interest on pension scheme habilites

Analysis of the actuaral gain/(loss) in the statement of total recogmsed
gans and losses

Actual return less expected retumn on pension scheme assets
Expenience gains and losses ansing on the scheme habilities
Changes n assumptions underlying the present value of the scheme liabihities

Movement 1 scheme surplus/{deficit) during the period

At | January 2007
Current service cost
Contributions

Net finance credit
Actuanial gain

Closing surplus/(deficit) in scheme

History of expenience gans and losses

Dec 2007 Dec 2006
Dafferences between actual and expected
return on scheme assets
gain amount (£000) (2,400) (3,900)
percentage of scheme assets 36% 6 7%
Expenence gam /loss) ansing on scheme
habilities
gain /{ loss) amount (£000) - -
percentage of scheme habilities 00% 00%
Changes in the assumptions underlying the
present value of the scheme habiliies
loss amount (£000) (7,100) 1,900
percentage of scheme hiabilines 11 4% 29%
Total amounts included n consohidated
statement of recognised gans and losses
(gan) / loss amount (£000) (9,500) (2,000)
percentage of scheme labililies 153% 31%
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2007 2006,
£1000 £000
3,400 4,500
3,400 4,500
2007 2006
£000 £000
(3,800) (4,200)
3,400 3,900
(400) (300)
2007 2006
£000 £000
2,400 3,500
7,100 (1,500)
9,500 2,000
2007 2006
£000 £000
(7,000} 9,800)
(3,400} (4,500}
4,354 5,000
400 300
9,500 2,000
3,854 (7.000)
Sept 2005 Sept 2004  Sept 2003
(5,300) (1,700 (2,500)
10 9% 43% 7 4%
500 {200) (200)
09% 04% 0 0%
6,000 1,900 1,900
10 3% 40% 45%
1,200 - (800)
2 1% 00% 11%
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LYNYX EXPRESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007
(CONTINUED)

FINANCIAL COMMITMENTS

2007 2006
£000 £'000
Capital Commitments
Authorised but not yet contracted for - -
Obhigations under finance leases and hire purchase contracts
Expiring within one year 205 156
Exptring dunng one and two years 203 204
Expinng duning two and five years 691 6548
Expiring after five years 110 357
1,209 1,365

Operating lease commitments

At 31 December 2007 the company and group had commitments during the next financial year in respect of non-cancellable
operating leases as follows

Land & buildings Other
2007 2006 2007 2006
£'000 £'000 £000 £000
Expiring within 1 year 180 170 127 3,073
Expiring between 2 and 5 years 1,163 1,467 2,295 946
Expining thereafter 2,325 2,201 238 257
3,668 3,838 2,660 4,276

CONTINGENT LIABILITIES

The nature of the company's business and the extent of its operations are such that it 15 from ume to tume 1nvolved n legal
proceedings, as planuff or defendant  No such current proceedings are expected to have a material effect on the company

ULTIMATE PARENT UNDERTAKING
The company 15 a direct subsidiary of UPS (UK Holdings) Liunited which 1s mcorporated i Great Britain and regstered n
England and Wales The ultimate parent company and controlling party 1s United Parcel Service, Inc , incorporated in the

United States of Amenca, who prepares consolidated accounts These accounts represent the smallest and largest group for
which consolidated accounts are prepared including the results of this company

The company has taken advantage of the exemption centained within FRS8 (Related Party Transactions) which allows the
company not to disclose transactions with group enuues or ivestees of the group quahifying as related parnes
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