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Directors’ report

Report and Financial Statements

The Directors present their report and the audited financial statements for the year ended 31 March 2006.

Business review
Business structure

The company is structured into two main business operations:
e agency venue management for third party owned venues
+  principal for the operation and management of wholly owned venues

which makes up the statutory NEC group together with subsidiary and associate undertakings (See note 24).

The company manages and operates the venues as a single entity brand known as NEC Group, which comprises five
exciting venues: The NEC (National Exhibition Centre) and The NEC Arena located eight miles south-east of Birmingham;
and The ICC {International Convention Centre), Symphony Hall and The NIA (National indoor Arena) in Birmingham city
centre. '

Together the venues provide unrivalled flexibiiity for staging exhibitions, conferences, concerts, sporting champicnships
and entertainment events for all to enjoy.

The group acts as agent for Birmingham City Council for the purposes of managing the NEC Arena, exhibition halls 1 t0 8,
16 and associated property, and for National Exhibition Centre Developments) Plc for the purposes of managing halls 17
16 20, alf at the NEC. The services provided include strategic and operational management.

The company, supported by Birmingham City- Council, owns and operates as principal the ICC, NIA, and exhibition halls 7
to 12 at the NEC {xnown as Hall 10).

The company is the sole member of Symphony Hall (Birmingham) Limited, a registered charity, to which the group provides
business support sarvices.

Birmingham City Council, which owns 50% of the company's ordinary share capital, guarantees the group’s solvency and
provides grant funding. The NEC Group is organised and managed as business units. The business units are aggregated
into reportable segments according to economic characteristics, services, business processes and customer relationships. -
This forms the basis of the segmental analysis contained in note 1 to the accounts.

Funding structure and econemic impact

Birmingham City Council provides financial support and guarantees that the group will be able to meet its debts as they fall
due, arnd provides annual revenue grants to fund the venue deficits.

Broader benefit to Birmingham City Councii accrues from the economic regeneration of Birrmingham. In a study undertaken
by KPMG, the economic impact of the NEC Group venue activity was estimated to generate £1.3 billion in visitor and
business expenditure each year and support the equivalent of 22,000 full-time (FTE) jobs.

Group financial performance

The financial results of the group exclude the performance of third party owned venues and comprise:
> Trading results of wholly owned venues Hall 10, ICC and NIA; and
« Agency fees from management of third party owned venues.

The results of the grou for the year are set out in the Profit and Loss Account on page 8.

Revenue from continuing operations at £76.3m increased by £1.5m when compared to the pravious year. This was driven
by venue cccupancy levels, with the ICC and NIA showing growth from association and corporate conference activity. This
was offset by £1.4m reduced revenue from the operation of Hall 10 due to the cycle of exhibition activity.

The group receives grant funding under the terms of 2 management agreement with Birmingham City Council to fund the
deficits of the ICC, NIA and Hall 10. This funding is included within other income in the profit and loss account and at
£19.8m has decreased by £0.9m from the previous year. This primarily reflects the improvement in venue occupancy
attained by the ICC and NIA.




The profit for the year is £0.8m, an improvement of £1.1m compared to the previous year. The profit or loss in any financial
year reflects the difference between the pension fund cost expensed in the year in accordance with International
Aceounting Standard 19, and the funding received under the terms of the Management Agreements which is calculated
based upon the amount of contributions paid, as well as any profit or foss arising on the sale of elements of the business.

A charge to tax does not arise as the results for the year, after adjustments for iterns non-assessable or disaliowed, Is
coverad by accumulated trading losses and capital allowances.

Cash fiow and net debt

Net debt at the year end was £199m, a reduction of £14.4m on the previous year foliowing the part redemption of
debenture stock. Group cash and cash equivalents increased by £3.2m over the previous year due to movements in
working capital.

Adoptien of International Financial Reporting Standards ('IFRS")

The company has adopted IFRS in these financial statements. A reconciliation of the resuits and net assets under UK GAAP,
as previously reported, to iFRS is included in note 28.

Venue overview

NEC
The NEC comprises the NEC Arena, exhibition halls, conference facilities, associated property and car parks.

The NEC stages more than 150 exhibitions each year, ranging from world-famous public shows such as Crufts Dog Show,
Clothes show Live and Gardeners’ World Live to international trade exhibitions like IPEX and Spring Fair. Up to three
million people visit the centre each year, With 21 halls totalling 200,000 square metres it is the biggest exhibition centre in
Britain and the seventh largest in Eurcpe. o

The NEC Arena is renewned for its blockbusting concerts and sporting events. Located within the NEC complex, it has a
12,300-seat capacity and welcornes over 1 million visitors every year.

The principal business is the letting of venues to third party promoters and organisers to stage their events and exhibitions,
of the back of which services are sold including the provision of car parking, catering, electrical mains, media services and
box office ticketing.

ICC
Since opening in 1991, ICC has welcomed over 2.5 miliion visitors through its doors and held more than 6,000 events.

With 11 halls, 10 executive meeting rooms, Café Vite, fowers@theice, The Club - with its private lounge and dedicated
client associate service, and the new event management service Event Pilot, The ICC offers the UK's largest selection of
conference and support facilities under one roof.

The venue has won a host of prestigious awards for a wide range of achievements,

NLA

The NIA is one of the most sought after, and busiest, large. scale indoor sporting and entertainment venues in Europe.
Since opening in 1991, over four million visitors have enjoyed aver 30 different sports and an extensive variety of
entertainment and music.

Strategic issues and risks

The risks facing the group comprise of a number of common key themes:
«  Venue competition — significant investment in new and existing facilities.
e Scale — as certain exhibitions decrease in size the number of alternative venues increases.
o Cost base — significant cost pressures being experienced particularly in respect of pension funds and utilities.
«  Growth - the nead te diversify to reduce to dependency on the core business offering.
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Development review and the future

The group has made a number of significant achievements in the past 12 months:

s Venue improvement Program (VIP} - managed the first phase of a £40m refurbishment and investment program
across the NEC agency facilities, primarily designed to update the original complex, but including transport and
visitor way-finding. Phase 1 costing £11.8m was been completed in the year.

«  Venue management - the attainment of new third party venue management contracts. Most significantly the
group has been provisionally selected to manage the new convention centre in Dublin.

«  New exhibition launch and growth — with the alm of generating new content and demand for the venues, the
group created an associate entity with Clarion Events Limited. Together we have created a new business, Clarion
Events NEC Limited, which acquired the group’s in-house organising business.

«  Retail catering — a number of high street brands have been introduced at the NEC, increasing the range and
flexibility of offering to the exhibition market. This has delivered in excess of £2m of third party investment.

«  Systems — continued programme of systerns investment and integration.

Going forward the key development injtiatives for the coming year includes:

+ VIP phase 2 - £17m of investment.

»  Supply chain - diversification and development of business products and services to participate further in the
value chain and to provide innovative offerings to organisers and exhibitors.

»  Master Plan — continued development of the venues to maximise the real estate vaiue and provide first class
facilities that complement the existing facilities and service offering.

« Systems — investment programme in best of breed applications and business process integration,

»  Customer service — creating the ‘wow' factor and developing the visitor experience.

Key performance indicators

The principal KPls used by management in operation of the venues are venue occupancy and yield. Occupancy measures
the total space occupied as a percentage of the total saleable space and yield measures the sale value of each sqm of
space is sold. The KPls are used to:

+ Manage the performance of sales teams

«  Prioritise the deployment of resources and maintenance activity

o  Evaluate business invesiment proposals.

Liquidity

Company policy is to ensure continuity of available funding by active management of working capital. Liquidity risk is
ultimately mitigated by the solvency guarantees provided by Birmingham City Council.

Dividends and Transfers to Reserves

The Directors recommend that ne dividend be declared in respect of the year ended 31 March 2006. The profit for the
financial year of £81%k {2005: Loss £305k) has been transferred to reserves.

Directors
The Directors of the company during the year, all of whom were non-Executive Directors, were:-

Mr G JAllen  (Acting Chairman)

Mr R J Dickens (Former Chairman Deceased 29 January 2006)
Councillor S5ir A Bore

Counciflor M Whitby

Mr | Squires

Councillor K Harderman

Councillor G E Richards

Councillor P Tilsley (appointed 30 Jure 2006
Councillor J E C Alden (resigned 1 June 2006)
Mr J Pratt {appointed 7 February 2006)

Mr A D Owen (retired 10 Fabruary 2006]

Subsequent to the end of the year the following company executives were appointed as executive directors:

Mr A Morris NEC Group Chief Executive {appointed 7 April 2008)
Mr | Hormby NEC Graup Chief Operating Officer (appointed 7 April 2006)
Mrs D Smith NEC Markating/Public Affairs Director (appointed 1 September 2005
Mr P Thandi NEC Commercial Director " (appointed 1 Septernber 2006)
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Directors' Interests in Shares of the Company

No Director had any interest in shares of the company at either the beginning or end of the year ended 31 March 2006.

Employees

It is company policy to regularly consult with representatives of the employees in order to exchange relevant information
concering the cperation of the company.

The company ensures that recruitment procedures and opportunities for promotion are fair and equitable, irrespective of
race or religion, and that there is no bias in the way permanent or temporary staff are recruited.

Due to the particular nature of the company, itis nat possible to introduce an employee share participation, or simitar
scheme. i

Employment of Disabled Persons

The company recagnises that disablement, both mentai and physical, can present special problems for certain current
employees and also persons wishing to find employment. The company makes every effort to ensure that disabled
persons are given full opportunity to prove that they are capable of performing a required task. Where an employee
bacomes disabled the company will endeavour to allow the employee to continue in their present employmert and not
prejudice their career opportunities.

Insurance of Directors

The company maintains insurance for the Directors in respect of their duties as Dirsctors of the company.

Payment Policy

The company complies with the CBI's Prompt Payers Code of Good Practice which states that responsible companies
should: :

« have a clear, consistent policy that they pay bills in accordance with the contract

«  ensure that the finance and purchasing departments are both aware of this policy and
adhere to it

e agree payment terms at the outset of a deal and stick to them

» not extend or alter payment terms without prior agreement

» provide suppliers with clear guidance on payment procedures

«  ensure that there is a system for dealing quickly with complaints and disputes and advise suppliers without delay
when invoices, or parts of invoices are contested.

The company had insignificant trade creditors at 31 March 2006 and therefore creditor days have not been calculated.
Audit information

S far as the Directors are aware there is no relevant audit information of which the company's auditors

are unaware and the Directors have taken all the steps that they ought to have taken as Directors in order to make
themselves aware of any relevant information and to establish that the company’s auditors are aware of that infermation.

Auditors

A resolution to reappoint PricewaterhouseCoopers LLP as auditors to the company will be proposed at the annual general
meeting.

C STRETTCGN
Company Secretary

. Y
The National Exhibition Centre Limited, Birmingham,B40 1NT %te“ &Gbﬂlb‘e—/ 2006
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Corporate Governance

The Code of Best Practice

The Code of Best Practice recommended by the Combined Code on Corperate Gevernance is not mandatory for the
company, however, the Directors are mindful of its recommendations. Accordingly, within the spirit of the Code, the
paragraphs below outline the steps taken by the company.

The Working of the Board and its Committees.

The Board

The Board comprises nine Non-Executive and two Executive Directors. The Board is responsible to shareholders for
overseeing the operation of the Group by the Executive Management. |t meets four times a year, reviewing trading
performance, ensuring adeguate funding, setting and monitaring strategy and reporting to shareholders. Executive
Management of the company report to the Board and are invited to attend the meetings.

Audit Committee

The Audit Committee is a Committee of the Beard whose purpose is to assist the Board in the effective
discharge of its responsibilities for financial reporting and corporate governance.

The terms of reference for the Committee have been reviewed and agreed with the Board and have been prepared 1o
satisfy the relevant recommendations on Audit Committees contained in the Combinaed Code.

The members at 31 March 2006 were Councillor J C E Alden (Former Chairman - resigned 1 June 2006), Councillor Sir
Albert Bore, Mr G J Allen and Mr ) Pratt.

The Committee meets at least twice a year and its specific responsibilities include:

» Ta monitor the integrity of financial statements.

e Toreview the internal control and risk management systems {inciuding whistle biowing arrangements}.

e To monitor the effectiveness of the internal audit function.

« To rmake recommendations to the Board regarding the appointment of the extemal auditor and also to review the
independence, objectivity and effectiveness of their processes. A policy has also been agreed on the engagement of
the external auditor to provide non-audit services to ensure auditor objectivity and independence.

To assist in these responsibilities, the Commitiee receives reports from management, and the internal and external
auditors, on the internal control and risk management systems operated by the company. The Committee is satisfied that

effective processes are in place to identify, assess, manage and monitor the critical risks associated with the business
objectives of the company.

Remuneration Committee
The Remuneration Committee is appointed by the Board from among the Directors.

The members at 31 Mareh 2006 were Councillor K Hardeman (Chairman), Councillor Sir Albert Bore, Mr G J Allen and Mr J
Pratt.

The Committee meets at least twice in each financial ysar, with one meeting being specifically concerned with the annual
review of the recommendations concerning executive remuneration.

The Committee’s main function is to determine the group’s overall policy on employment conditions and remuneration of
all Directors of the Board and the relevant senior executives.

in discharging its responsibilities the Committee takes advice where appropriate from the Group Chairman and Chief
Executive.

The Committee has authority to seek any information required and may also take such independent advice as it considers
necessary.




Statement of directors’ responsibilities

Company law requires the Directors to prepare financial statements for each financial ysar which give a true and fair view of
the state of affairs of the company and of the group as at the end of the financial year and of the results for that period. In
preparing these financial statements, the Directors confirm that they have:

selected suitable accounting policies and then applied them consistently;
made judgements and estimates that are reasonable and prudent;

« stated whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

» prepared the financial statements on the going concern basis.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the company and of the group and to enable them to ensure that the financial staterments comply
with the Companies Act 1985. They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assats of the company and of the group and to prevent and detect fraud and other irregularities.

BY ORDEEyE BCARD

C STRETTON
Company Secretary
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
THE NATIONAL EXHIBITION CENTRE LIMITED

We have audited the group and parent company financial statements (the "financial statements”) of National Exhibitien Centre

Limited for the year ended 31 March 2006 which comprise the group Income Statement, the group and Parent Company Balance
Sheets, the group and Parent Company Cash Flow Statements, the group and Parent Company Statement of Recognised Income
and Expense and the related notes. These financial statements have been prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditors

The directors’ responsivilities for preparing the Annual Report and the financial statements in accordance with applicable law and
International Finarcial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statemert of Directors’
Responsibilities.

Our responsibility is to audit the finandial statements in accordance with relevant legal and regulatory requirements and
international Standards on Auditing (UK and Ireland). This report, including the opinion, has been prepared for and only for the
company's members as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpese. We do nat,
in giving this opinion, accept or assume responsibility for any other purpose or to any other person te whomthis report is shown or
into whose hands it may come save where expressly agreed by our prior consent in writing. :

We report to you our opinion as to whether the financial statements give 2 true and fair view and have been properly prepared in
accordance with the Companies Act 1985. We report to you whether in aur opinion the information given in the Directors' Report
is consistent with the finrancial statements. We also report tc you if, in our opinion, the company has not kept proper accounting
records, if we have not received all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions is not disclosed.

Wae read other information contained in the Annual Report and consider whether it is consistent with the audited financial
statemants. The other information comprises only the Directors’ Report. We consider the implications for our report if we become
aware of any apparent misstatements or material inconsstencies with the financial statements. Our responsibilities do not extend
to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and tretand) issued 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 appronriate to the group's and company’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and exglanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or cther irregularity or error. In forming our opinion we afso evaluated the overall
adequacy of the presentation of information in the finarcial statements.

Opinion
In our opinion:

« the group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of
the state of the group’s affairs as at 31 March 2006 and of its profit and cash flows for the year then erded;

« the parent company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European
Union as applied in accordance with the provisions of the Companies Act 1985, of the state of the parent comgany’s
affairs as at 31 March 2006 and cash flows 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 is consistent with the financial statemertts.

QMMYL_.\ - W

PricewaterhouseCoopers LL
Chartered Accountants and Registered Auditors
Birmingham

G Sapenday 2006




-

Profit and loss accounts for the year end 31 March

Group

Company
2006 2005 2006 2005
Note £'000 £000 £000 £000
Continuing operations
Revenue 1 76,333 74,750 76,333 74,750
QOther income 2 19,803 20,713 19,803 20,713
Employee benefit costs 20 (36,571} {36,591) (36,571} (36,591)
inventories consumed {3,895} (3,435) (3,895) (3.435)
Depreciation and amortisation (24) - 24) -
{Other expenses (31,673} (30,282} (31,348) (30,282)
Total expenses 4 {72,163) (70,308} (72,338) {70,308)
Group operating profit 23,973 25,155 23,798 25,155
Interest payable and similar charges 3 {25,245) (26,903) {25.,245) (26,903}
Interest receivable - 3 528 1,477 528 1,477
Share of losses from associates {175) - - .
Loss before {axation {919 (271) (919} (271)
Taxation - - - -
Loss for the year from continuing operations {919) (271) (919} (271)
Discontinued operations
Profit/(loss) for the year from discontinued operations 5 1,738 {34) 1,738 (34)
Profit/{lass) for the year 219 (305) 319 (305)
Prafit/(loss) atiributable to eguity shareholders 819 (305) 819 {305)
819 {305} 819 {305}
Statement of recognised income and expense for the year ended 31 March
Group Company
2006 2005 2006 2005
Note £'000 £000 £'000 £'000
Profit/{loss) for the year 819 {305) 819 (305)
Actuarial {loss)/gain recognised in the pension scheme 21 (13,912) 3,182 (13,912) 3,182
Net {losses)/gains not recognised in income siatement (13,912) 3,182 (13,912) 3,182
Total recognised (expense)/income for the year (13,093) 2877 {13,093} 2,877
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Balance sheets at 31 March
Group Company
2006 2005 2006 2005
Note £'000 £'000 £'000 £'000
Assets
Non-current assets
intangibie assets 7 687 - 687 -
Property, plant and equipment 8 199,054 198,612 199,054 128,612
Investment in subsidiaries 9 - - 25 23
Investments accounted for using equity method 9 - - - .
199,741 198,612 199,766 198,837
Current assets
Inventories 10 396 363 396 363
Trade and other receivables 11 7,035 7,965 7,035 7.965
Financial assets 12 - 15,431 . 15,431
Cash and cash equivalents 13 21,402 18,213 21,369 18,201
28,833 41,972 28,800 41,960
Liabilities
Current liabilities
Trade and other payables 14 (27,331) (24,515) (27,3233) {24,538) :
(27,331) (24,515) (27,333) {24,538)
Net current assets 1,502 17,457 1,467 17,422
Nen-current liabilities ]
Financial liabilities - berrowings 15 {200,088) (215,014) (200,088) (215,014)
Retirement benefit liabilities 21 (33,467} (20,274) {33,467) (20,274)
{233,5585) (235,288) {233,555) {235,288)
Net liabilities (32,312) (18,219) (32,322} {19,229)
Shareholders' equity
Ordinary shares 17 10 10 10 10
Other reserves 19 (32,847) (18,935) (32,847) (18,935)
Retained earnings 18 525 (294) 515 {304)
Total shareholders' equity 19 (32,312) (19,218} (32,322) {19,229)

The financial statements on pages 8 to 32 were approved by the Board of Directors on 8 September 200¢ and were signed

on its behalf by:

Director

Director

The notes on pages 14 1o 32 form part of thase financial statements,

Qe O, Lo, QAUCH
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Cash flow statement for the year ended 31 March

Group Company
2006 2005 2006 2005
Note £'000 £'000 £'000 £000
Continuing operations
Net loss (919) (271) (919) (271)
Adjustments far:
Depreciation -] - [} -
Amoriisation of intangibles 18 - 18 -
Interest income (528) {1,477} (528) (1.477)
Interest expense 25,245 26,903 25,245 26,903
Changes in working capital:
(Increase)/decrease in inventories {33) 52 {33) 52
(Increase)/decrease in trade and other receivabies (788) 1,057 (788) 1,057
Decrease in prepayments anc accrued income 691 5,582 691 5,582
{Decreaselincrease in payabies (1,731} 1,974 1,731) 1,974
Increasef(decrease) accruals and other payables 5,932 (6,064} 5911 (6,049}
{Decrease)/increase in pensions payabie (719) 230 (719} 230
Cash generated from continuing operations 27,174 27,986 27,153 28,001
Discontinued operations
Net profit/(loss) 38 {34) 38 (34}
Decreasef(increase) in prepayments and accrued income 892 {85) 892 (85)
Decrease in accruals and other payables (1,023} (1,157} {1,023} (1,157}
Cash flow for discontinued operations (93) (1,278) {93) (1.276)
Cash flows from operating activities 27,081 26,710 27.06G 26,725
Interest received 663 1,426 663 1,426
Interest paid (25,245) (26,903) (25,245) (26,903)
Net cash from operating activilies 2,499 1,233 2,478 1,248
Cash flows from investing activities
Acquisition of associates (634) - (634} -
Disposal of husiness activitiés 1,700 - 1,700 -
Purchase of plant and eguipment (442) - {442) -
Purchase of intangible assets (439) - (439) -
Treasury investmenis 15,431 (764) 15,431 (764}
Net cash used in investing activities 15,616 {764) 15,614 (764)
Cash flows from financing activities
Repayment of berrowings {14,926} - (14,926} -
Net cash used in financing aciivities (14,926) - {14,926) -
Net increase in cash and cash equivalents 3,189 489 3,168 484
Cash and cash aquivalents at 1 April 18,213 17,744 18,201 17.717
Cash and cash equivalents at 31 March 18,213 21,369 18,201

"13 21,402 .

10




Accounting policies

Accounting policies for the year ended 31 March 2006

The principal accounting policies adopted in the preparation of these financial statements are set out below. These
policies have been consistently appiled to all the years presented, unless otherwise stated,

Basis of preparation

These financial statements have been prepared in accordance with international Financial Reporting Standards and iFRIC
interpretations as adopted by the EU and with those parts of the Companies Act, 1985 applicable to companies reporting
under IFRS. The financial statements have been prepared under the historical cost convention. A summary of the more
important group accounting policies is set out below.

The preparation of financial statements in conformity with generaily accepted accounting principles requires the use of
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements

and the reported amounts of revenues and expenses during the reporting period. Although these estimates are based on
management’s best knowledge of the amcunt, event or actions, actual results ultimately may differ from those estimates.

Going concern

The going concern basis is applicable despite significant net liabilities because of solvency guarantees provided by
Birmingham City Council under the terms of the Management Agreement.

First time adoption of IFRS

in accordance with IFRS 1, ‘First time adoption of International Financial Reporting Standards’ the directors have taken the
exemption outlined below to enhance the understanding of the financial statements and to simply the future accounting
treatment: .

o |AS 19 ‘Employee benefits’, the group has reviewed the accounting treatment for actuarial gaing and losses in

respect of its defined benefit pension schemes. As a result the directors have decided to fully recognise al!
cumulative actuarial gains and losses at the date of transition on the balance sheet.

Basis of Consoclidation

The group financial statements include the financial statements of the company and its subsidiary undertakings made up to
31 March 2006,

Associates are consolidated using equity accounting and accounting policies that are consistent with the group. Where the
reporting dates are differént 1o that of the group, those accounts are used where it is impractical to prepare additional
accounts as at the group reporting date.

All intra-group transactions, balances, income and expenses are eliminated on censolidation.
Discontinued operations

Business activities that the group has divested are shown as discontinued operations. This comprises Centre Exhibitions the
group's in-house exhibition organiser that was sold 1o the associate joint venture Clarion Events NEC Uimited.

The results are included in the consolidated profit and foss account up to the effective date of disposal.
Segmental Reporting

The NEC Group is managed on the basis of business units, which are aggregated into reportable segments according 10
economic characteristics, services, business processes and customner relationships.

Since the group’s business operations are conducted almost exclusively in the UK, a segment report is only required by
business segment.

Revenue

Tenancy and ancitlary sales generated from conferences, events and exhibitions are recognised at the point revenue and
the costs associated with the delivery of the services can beé reliably measured. It is measured at the fair value of the
consideration received or receivable. :

Management fee income is recognised as the services are supplied. All other income is recognised at the point of sale.

Tenancy and ancillary services income invoiced in advance is treated as deferred income on the balance sheet.

11




Inventories consumed

Inventories consumed are valued at cost using the FIFQ method, less provision for obsolete and surplus items and, where
necessary, provision to reduce cost 1o estimated net realisable value. Provision is made for slow moving inventory not
regularly used on a day to day basis.

Intangible Assets

Computer application and development costs of major business systems are capitalised where that expenditure is more
than £20,000. In such cases, the costs are amortised over the useful economic lives of the systemns concerned.

Cngeing support and maintenance costs, patch releases and annual upgrades are expensed in the year they are incurred.

Investments

Investments are stated at historicai cost |ess provisions for diminutions in value assessed with reference to the underlying
net assets of the subsidiaries. A

Property, plant and equipment

The cost of property, plant and equipment comprises their purchase cost together with any incidental expenses of
acquisition. Buildings include all relevant expenditure incurred including design and consultants' fees. Net interest costs
incurred in raising finance for specific projects are capitalised where agreed as part of approved budgets.

As a matter of policy the group only capitalises expenditure on individual projects where that expenditure is more than
£20.000 in total and it directly resuits in either:

»  Generation of new economic benefit;
e Enhances the economic benefit generated from existing assets; or
»  Substantially increases the econormic life of existing assets.

General expenditure incurred to maintain the assets to the value of their residual value in accordance with the guarantees
provided by Birmingham City Council are expensed in the year they are incurred.

Depreciation and Amaortisation

Depreciation and amortisation has been calcuiated to write off the cost less estimated resicual value of buildings, plant and
equipment over their estimated useful lives as follows:

Freehold Buildings 17-55 years
Plant and equipment - ' 3 years
Fixtures and fittings 10 years
Motor vehicies 4 years
Major computer equipment 5 years

Grants and Contributions

in accordance with IAS 16 ‘Property, plant and equipment’, the group has reviewed its accounting treatment of grants and
contributions received towards financing the construction of the venues.

As a result the directors have decided to fully depreciate the land and building at the date of transition by the unamartised
value of grants and contributions, in arder reduce the underlying value of land and buiidings to their residual values that
equate to guarantees given by Birmingham City Council to finance the repayment of the group debenture stock.

Financial Instruments

The company’s financial instruments comprise borrowings, cash and liguid resources and various items such as trade
debtors and trade creditors that arise directly from its operations. The main purpose of these financial instruments is to
finance the company’s operations.

itis company policy that no trading in financial instruments shall be undertaken.

The fair values of long-term borrowings equate to market values. The carrying amounts of short term assets and liabilities
approximate to book value. '

v

Interest rate risk

The company finances its operations through a mixture of loan stock and debenture stock. All of the company's
borrowings are in Sterling and therefore this eliminates any foreign currency risk. The company borrows at a fixed rate of
interest, in line with the company’s palicy.
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Liquidity risk

Company policy is to ensure continuity of available funding by active management of working capital. Liquidity risk is
ultimately mitigated by the solvency guarantees provided by Birmingham City Council.

Interest bearing assets

The company invests surpius operating cash In short term low risk interest bearing investments.
Credit risk

The group has no significant concentrations of credit risk. The group has implemented policies that require appropriate
credit chacks on potential customers before sales commence.

Objectives, policies and strategies

The board reviews and agrees strategies, objectives and polices for managing the group and its associated risks on a
continuous basis. The principal management tool used to support this process is the annual corporate planning process.

Operating Leases

Rentals payable under operating leases are charged to the Profit and Loss Account on the straight-line basis over the lease
term.

Employee Benefit Costs

The company operates two defined benefit schemes and costs are charged against the profit and loss account so as to
spread the cost of pensions over employees’ working lives. Actuarial valuations occur every three years, with the last being
as at 6 April 2004.

in accordance with IFRS 1, “first time adoption of Internatiorial Financial Reporting Standards’ and IAS 19 'Employee
benefits', the directors have reviewed the group's accounting treatment for actuarial gains and losses in respect ofits

defined benefit pension schemes. As a result the directors have decided to fully recognise all cumulative actuarial gains
and losses at the date of transition on the balance sheet.

Power to amend financial statements
No one has the power to amend the financial statements after issue.
Taxation

The charge to tax is based on the results for the year as adjusted for items which are non-assessable or disallowed. It is
caiculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Cash and cash equivalents

Cash consists of cash at bank and in hand. Cash equivalents consist of highly liquid investments with maturities at the dlate
of acquisition of three months or less,

Significant judgements and key assumptions and estimates
The group has fully provided for the carrying value and share of accumulated trading losses in the associate joint venture
Clarion Events NEC Limited. Management do not expect the repayment of lcans advanced in the foreseeable future and

have a constructive obligation in the continuing operation of the business.

Symphony Hall (Birmingham) Limited ('SHB") is excluded from the consolidation on the basis that Naticnal Exhibition
Centre Limited {NEC") does nct have control of the entity which is vested in the Trustees of SHB,

13
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Notes to the financial statements

1 Segmental reporting

Primary reporting format — business segments

Yenue Exhibition
Year ended 31 March 2004 management Yenue operaticn  organisiag  Catering services Support Services  Grant Funding  Unallocated Group
£000 £000 £000 £000 £1000 £000 £'000 £060

Cantinuing cperations
Revenue 29932 1BIH 12,102 1,145 - - 74,333
Segmental resull (1,828) 200 222 943 19,803 819 23,973
Interast payable and simiar charges {25.249) {25,245)
Interest receivable 528 528
Share of post tax pmfits from asscciztes - - - - {175 {175)
Profiti(loss) before tax 1,828) {22,707 2,204 943 19,803 644 {919
Taxation - - - - . - .
Profitf{luss) far the year fram cenfinuing operafions (1,826) {22,700 220 943 19,803 44 M9
Discontinued operations
Revenue 1 1
Segmental result - B ®
Profit on disposal of operation - 1,700 1,700
Profitfloss) for the year from discontinued operations 1738 - 1,738
Frofithioss) for the year {1,824 (22,707) 1,738 224 943 19,803 b4 819
Prafitifioss)) atiributable o equilty shareholders {1526} (22,01} 1,738 2,21 943 19.303 844 819

{1826} {22,707 1,738 221 943 19803 b4& 319
Segmental assels 1,380 198,157 818 482 201,578
Unaliocated assets - 26,399 26,999
Total assets 1,350 198,157 - 516 452 26,999 228,574
Segmental liabilities (206,474) {127} {742) {3.753) {456) {211,552)
Unaliocated liabiities - {49,34) 49,334)
Total Tabilites [206,474) 1zn (742) (3,753 [45¢) {49,334) {260,586)
Other segment items
Capiial expenditure 677 478 1,153
Depreciation - 24 i
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: Venue Exhibition
Year ended 31 March 2005 management  Venue operation  organising  Catering services Support Services Grant Funding  Unallecated Greup
£000 £000 £000 £000 £'600 £006 £000 £600
Centinuing operations
Revenue 31,29 323 10522 986 - - 74,750
Segmenta rasuit [$53] 2,30 PRk 363 2071 {309) 25,155
Imerest payabie and similar charges (26,503) {25,503}
Interest recelvable 406 87t 1417
Share of post tax profits from asseciates - . . - . . .
Profitiloss | befare tax {55 {23,998} 2438 263 0713 566 )
Taxation - .
Profit{loss] for the year from continuing operations. {55} (23394 218 38 213 S6b (27%)
Discontinued operations
Revenue 5,365 5,565
Segmental result - {34 - {34)
Profitflass) for the year from discontinued operations - {3 (34}
Profit/lloss] for the year (85} {239%) (34 2138 383 073 566 (305}
Profitffloss?) attributable to equity shareholders {35) 123,998} {34) 2,138 383 0713 566 (308)
(55 {23.998) (34 2138 343 20,13 566 {305}
Segmental assefs 198,782 &7 28 kKt 199,920
Unaliocated assels - 40,664 40,664
Total assets 198,792 857 bt kX 40,864 240,584
Segmental liabilities (743) (220,409) {2.263) (593} {31 (709 (227,394}
Unallocated iabilifies (31,309} {31.509)
Tokal Tabilities . {M3) {220,409} {2263 (593) 3177 {709 {31,509 {259,803)

Grant fundling represents revenue grants received from Birmingham City Council under the terms of the Management
Agreement, which is provided to support the operation of principal activity.

Because the group operates centralised accounting services and manages its treasury function on a

group basis, segmental

analysis of certain elements of working capital cannot be separately identified by business segment. This includes trade
raceivables and payables, cash in hand and at bank and pension fund geficits.

The group's operations were performed within the UK and comprised principally of the provision of services.

2 Other income

Other income comprises revenue grant funding received from Birminghamn City Council under the terms of the

Management Agreement.
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3 Finance costs — net

Group Company
2006 2005 2006 2005
£'000 £000 £'000 £'000
Inierest payable on foans {24,695) {26,294 {24,695} {26,294)
interest payable on finance leases (4) 4 (4 {4
Interest payable on Hall 10 deveiopment (546) (605) (546) (605)
Interest and similar charges payable (25,245} (26,903} (25,245} (26,903}
investment interest income - 871 - 871
Interest receivable an Hall 10 development 528 806 528 806
Tetal interest receivable 528 1,477 528 1.477
Finance costs - net {24,717} {25,426) 124,717} {25,426)
4 Profit before taxation
Group Company
2006 2005 20046 2005
£'000 £'000 £'000 £000
The following items have been included in ariving at
operating profit
Employee benefit costs {(36,571) (36,591) (36,571) (36,591)
lnventories consumed - cost of inventories recognised as (3,895) (3.435) {3.895) {3,435)
an expense
Depreciation of plant, fittings and equipment (6} - (6} -
Amortisation of intangibles 18) - (18) -
Operating lease rentals payable:
- Plant and equipment a7 {470) art) {470}
- Land {1,510) (1.712) (1,510) {1,712}
Repairs and maintenance expenditure on property, piant (2,770) (2.832) (2,770) {2,832}
and equipment
Trade receivables impairment 102 {22) 102 (22)
Services provided by the group's auditor and network firms
Group Company
. 2006 2005 2006 2005
£'000 £000 £'000 £'000
Audif services
- statutory audit 70Q 72 &6 69
- audit - related reparting 25 11 25 11
Tax services
- Advisory services - 9 - 3
?5 az 1 89

Included in the group audit fees and expenses paid to the group's auditor, £62,700 (2005: £59,700) was paid in respect of

the parent company.

In addition to the abave services, the group’s auditor acted as auditor to the group’s employee pension schemes. The
appointment of auditors and the fees in respect of those audits are agreed by the Trustee's who act independently of the
management of the group. The aggregate fees paid to the group's auditor for audit services to the pension schemes

during the year were £15,000 (2005: £11,5C0}
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5 Discontinued operations

2006 2005
£'000 £'000
Post tax resuits from discontinued operations 38 (34)
Gain an dispasal of business cperation 1,700 -
Total 1,738 {34)

On 3 May 2005 the company acquired a 33.33% holding in Clarion Events NEC Limited {'CENL"). On the same day ‘CENL’
acquired Centre Exhibitions, the group’s in house organising division that owned and cperated specialist enthusiast
exhibitions. it was sold for £1.7m in cash and the consideration was received in full during the year.

Under the terms of the disposal, cash of £137,000 was transferred to Clarion, representing the excess of deferred income
over deferred costs.

Cash flows from discontinued operations

2006 . 2005
£'600 £'000
Group
Net cash flows fram operating activities (93) (1,278)

Discontinued operations contributed £11,000 (2005: £5,565,000) to revenue, £38,000 to pre tax profit (2005: Loss
£34,000). The discontinued operations all resided within the exhibition organising segment.

& Taxation

A charge to tax does not arise as the results for the year after adjustments for items non-assessable or disallowed is
covered by accumulated trading losses and capital allowances.

7 Intangibles

Group & Company

Computer Franchise L

Acquired intangible assets’ software contracts Total
£'000 . £'000 £'000

Cost
At 1 April 2005 - 1,642 1.642
Agquisitions 357 - 357
tn the course of development 348 - 343
Disposals -
At 31 March 2006 705 1,642 2,347
Aggregate amortisation and impairment
At 1 April 2005 - (1,642} (1,642}
Amortisation in the period {18) - (18)
Impairment iosses -
At 31 March 2006 : (18) (1,642} (1,660)
Net book amount at 31 March 2004 687 - 687

Net book ameount at 31 March 2005 - -

The following usefui lives have been determined for the intangible assets acquired during the year:

Computer software 5 years

The computer software capitalised refates to a recently implemented box office ticketing system and a staff scheduling
system at the final stage of development for implementaticn in 2006.

Intangible assets brought forward comprised franchise contracts that wers fully amortised, therefore camparative figures
have not been provided.
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8 Property, plant and equipment

Group & Company

Fit-out, plant and

Land &% buildings equipment Total
£'000 £'000 £'000

Cost or valuation
At 1 April 2005 276,924 11,405 288,329
Additions - 448 448
Dispecsais -
At 31 March 2006 276,924 11,853 288,777
Accumulated depreciation
At 1 Apdl 2005 (78,312) {11,405} (89,717)
Charge for the year - (6) (6)
Disposals -
At 31 March 2006 {78,312} (11,411} (89,723}
Net book amount at 31 March 2006 198,612 442 199,054
Net bock amount at 31 March 2005 198,612 . 198,612
In accordance with IFRS1, first time adoption of International Financial Reporting Standards’, 1AS 16 "Property, plant and
equipment’ and 1AS 20 ‘Accounting for government grants and disclosure of government assistance’, the group has
reviewed its accounting treatment of grants and contributions received towards financing the construction of the venues.
As a result, the directars have decided to fully depreciate the land and building at the date of transition by the unamortised
value of grants and contributions, in order to reduce the underlying value land and buildings to their residual values that

equate to guarantees given by Birmingham City Council to finance the repayment of group debenture stock.

Group & Company

Fit-out, plant and

Land & buildings equipment Total
£'000 £'000 £'000

Cost or valuation
At 1 April 2004 276,924 11,405 288,329
Additions - . -
Disposals . - - .
At 31 March 2005 276,924 11,405 288,329
Accumulated depreciation
At 1 Aprit 2004 {78,312 (11,405} (89,717)
Charge for the year - - -
Disposals - - .
At 31 March 2005 (78,312) (11,403) {89,717}
Net book ameunt at 31 March 2006 198,612 - 198,612
Net book amount at 31 March 2005 198,612 - 198,612
The value of grants netted of against property, plant and equipment is £87.745m (2005 £87.745m).
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2 Investments

Group Carnparny
2006 2005 2006 2005
Fixed asset investments £000 £'000 £'000 £'000
Shares in group undertakings
Cost at 1 April - - 25 25
At 31 March - - 25 25
Net book amount at 31 March 2006 - - 25 25
Net book amount at 31 March 2005 - - 25 25
interests in associates
Additions:
- Shares 17 - 17 -
- Long term loans &17 - 617 -
- Share of losses retained (175) - - -
- Impairment provision (459) - (634) -
At 31 March 2006 - - - -
20046
Group's interests in associates £'060
Current assets 464
Long-term assets 552
Current liabilities (519)
Long-term liabilities {655)
Share capital (17
{(175)
Inceme 244
Expenses {1,119}
{(175)
Tax
(175)

Share of post tax results from associates

The associates have no significant contingent tiabilities te which the group is exposed. The interest in associates relates to
"CENL’ that was incarporated in the current financial year, therefore comparative figures are not applicable.

Investments in group undertakings are stated at cost. A list of principal subsidiary undertakings and associates is given in
note 26.

The cost of investment in associates includes long-terms loans provided in proportion to the group's investment and under
the terms of a sharehclders’ agreement. The repayment of these loans js not expected in the foreseeable future, so the
group has fully provided for their non-repayment in accordance with the group's policy.

The group has fully recognised its share of trading losses in the associate and made an accrual to fully provide for them, as
the group has a constructive obligation to continue to fund this investment as required, because of interrelated
relationships between customers and suppfiers of the associate and remainder of the group.

10 Inventories consumed

Group Company

20046 2005 20046 2005

£'000 £'000 £'000 £'000

Materials and consumables 108 69 108 &9
Catering provisions and raw materials 275 266 275 266
Other : 13 28 13 28
394 363 396 363

The group consumed £3.9m (2005:£3.4m) of inventories during this period.

Inventcries are carried at cost. Provisions of £10,030 (2005: £7,285) have been provided to write-down the carrying value of
slow moving inventory.
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11 Trade and other receivables

Group Cornpany

2006 2005 2006 2005

£'0Q0 £'000 £000 £'000

Amounts falling due within one year:

Trade debtors 3,992 4,017 3,992 4,017
Less: Provisicns for impairment of receivables (102) {284) (102} {284)
Trade debtors - net 3,890 3,733 3,890 3,733
Amounts owed by group undertakings 262 437 262 437
Amounts owed by related parties . 49 10 49 10
Amaounts owed by Birmingham City Council 2,146 1,385 2,146 1,385
Interest receivable 43 178 43 178
Other debtors 65 59 65 59
Prepayments and accrued income 580 2,163 580 2143
7,035 7,965 7,035 7.965

Concentrations of credit risk with respect to trade receivables are limited due to the group’s customer base being large
and unrelated. Due to this, management believe there is no further credit risk provision required in excess of normal

provision for doubtful receivabies.

12 Financial assets

Group Company

2006 2065 2006 2005

£'000 £'000 £'000 £'000
Government bonds - 15,431 - 15,431
- 15,431 - 15,431

Financial assets held in 2005 were invested in medium and long dated fixed and indexed linked gilts. They were divested

during the year to repay a part of the debenture loan stock (Note 13).

13 Cash and cash equivalents

Group Company
2006 2005 2006 2005
£'000 £'000 £°000 f'000

Cash and cash equivalents -
Cash at bank and in hand 507 870 474 858
Short term bank deposits 20,895 17,343 20,895 17,343
21,462 18,213 21,369 18,201

The effective interest rate on short-term deposits was 4.5% (2005: 4.75%) and at the balance sheet date these had an

average maturity of 46 days.

14 Trade and other payables

Group Company

2006 2005 2006 2005

£'000 £000 £'000 £'000

"Trade payables 879 2,610 879 2,610
Amounts owed to group undertakings 31 377 41 409
Amounts owed by related parties 7 - 7 -
Amounts owed to Birmingham City Council 7,037 2,184 7,037 2,184
Other tax and social security payable 988 850 988 850
Cther creditors 330 225 330 225
Accruals 11,748 12,174 11,740 12,145
Deferred income £,311 6,095 6,311 6,095
27,331 24,515 27,333 24,538
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15 Financial liabilities - borrowings

Group Company
Non-current 2006 2005 2006 2005
Note £'000 £000 £'000 £'000
Debenture loans:
10.625% Debenture Stock 2016 ' (b) - 100,600 160,000 - -
13.625% Debenture Stock 2016 (b} 100,074 115,000 " -
204,074 215,000 - -
Other unsecured loans: '
- 10.625% Debenture Stock 2016 (a) - - 100,000 103,000
- 13.625% Debenture Stock 2016 (a} - - 100,074 115,000
- Birmingham City Council Loan {c) 14 14 14 14
200,088 215,014 200,088 215,014

b)

The £100.0m 10.625% unsecurad joan stock 2016 and £25.0m 13.625% unsecured loan stock 2016 are constituted
by a trust deed dated 20 March 1986 and a deed supplemental thereto dated 23 March 1990. Birmingham City
Council has guaranteed to the trustees payment of the full amount on the principal of, and interest accruing on, the

ioan stocks as they fall due.

By a further deed dated 5 November 1991 supplemental to such trust deeds, the company has constituted an
additional £90.0m 12.625% unsecured loan stock 2016 forming a single series with the existing £25.0m 13.625%
unsecured loan stock 2016, The additional £90.0m 13.625% unsecured loan stock was issued at a premium price of
£119,215 per £100 loan stock on 12 November 1991 principally in order to finance the "Hall 10 development”.

NEC Finance pic has issued and outstanding £100.0m 10.625% debenture stock 2016 and £100.1m 13.625%
debenture stock 2014 (the debenture stock). The debenture stock was created by resolutions of the board of
directors and is constituted and secured by a Trust deed. The debenture stock is listed on the London Stock

Exchange and is secured by unsecured loan stocks of the company which are guaranteed by Birmingham City
Councit. £90.0m of the 13.625% debenture stock was issued at a premium price of £119.215 per £100.0m

debenture stock.

Under an agreement dated 17 June 2005 Birmingham City Council acquired and became the beneficial holders of
the debenture stock in return for the issue of City loan notes. On the same day the company repaid £14.9m of

the12.425% debenture stock 2016.

The company received a subordinated loan of £13,551 from the Birmingham City Council, in order tc finance the
purchase of NEC Finance pic’s share capital. The loanis repayable on 30 September 2016 but may be repaid
earlier on seven days notice.

The effective interest rates at the balance sheet dates were as follows:

2006 2005
% %

Debenture stock

12 12

The carrying amounts of the group’s borrowings are all denominated in Sterling.
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16 Financial instruments

Fair values of non-derivative financial assets and financial liabilities

The fair values of long-term borrowings equate to market values. The carrying amounts of short term assets and liabilities

approximate 1o book vaiue.

2006 2005
Non-current - Group Book Value Fair Value Book Value Fair Value
£'000 £'000 £'000 £'000
Long-term borawings {200,088} (321,660) (215,014} (348,661}
(200,088) (321.660) (215,014) (348,661)
Fair value of other financial assets and financial liabilities
Primary financial instruments held or issued o finance the
group's operations:
Trade and other payables (27,3231) (27,331) (24,515) (24,515)
Trade and other receivables 7,035 7,035 7,965 7.965
Short-term deposits 20,895 20,895 17,343 17,343
Cash at bank and in hand 507 507 870 870
Government bonds - - 15,431 15,431
2006 2005
Non-current - Company Book Value Fair Value Book Value Fair Value
£'000 £'000 £'000 £'000
Long-term barrowings {200,088) {321,660} (215,014) (348,661}
{200,088) (321,660} (215,014) (348,661)
Fair vaiue of other financial assets and financial liabilities
Primary financial instruments held or issued to finance the
group's operations:
Trade and other payables ., {27,333) (27,333) (24,538) {24,538}
Trade and cother receivables 7,035 7.035 7,965 7,965
Short-term depesits 20,895 20,895 17,343 17,343
Cash at bank and in hand 474 474 858 858
- - 15,437 15,431

Government bonds

Maturity of financial liabilities

The maturity profile of the carrying amount of the group’s non-current liabilities, at 31 March 2006 and 2005 was more than

five years.

Borrowing facilities

The company had no obligations under finance leases during the year (2005 Nil)

The company had no undrawn committed barrowing facilities at the end of the vear (2005: Nil)

17 Called up share capital

Group

Authorised, issued and fully paid 2006 2005
£'000 £000

10,000 ‘A’ shares of £1 each 10 10

i

The share capital comprises ordinary share which carry equal rights in respect of voting and sharing in the financial results

and residual value upon winding up of the company.

The company is limited by shares and is domiciled and incorporated in the United Kingdom.
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18 Retained earnings

Group Company
£'000 £800
At 1 April 2005 (294) (294)
Profit for the year 819 819
At 31 March 2006 525 525
Group Company
£'000 £:000
At 1 April 2004 1 11
Loss for the year (305) (305)
At 31 March 2005 (294) (294}
19 Statement of changes in shareholders’ equity
Retained Other
Group Share capital earnings reserves Total
£000 £'000 £'000 £000
At 1 April 2004 10 11 (22,117} (22,096)
Net loss - (305} - (305)
Actuarial gain recognised in the pension scheme - - 3,182 3,182
At 31 March 2005 10 (294) (18,935) {19.21%)
MNet profit - 818 - 819
Actuarial loss recognised in the pension scheme - - {13,912) (13,812}
At 31 March 2006 10 525 (32,847) (32,312)
Retained Other
Company Share capital earnings reserves Total
£'000 £'000 £'000 £000°
At 1 April 2004 10 1 (22,117} {22,108}
Net loss - (305) - (308}
Actuarial gain recognised in the pension scheme - - 3,182 3,182
At 31 March 2005 10 (304} (18,935) {19,229}
Net profit - 819 - 819
Actuariai Joss recognised in the pension scheme: - (13,912) (13,912)
At 31 March 2006 10 515 (32,847) (32,322)
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20 Employment and directors

Staff costs for the group during the year 2006 2005
£'000 £'000
Wages and salaries 32,263 30,569
Social security costs 2,306 2,412
Other pension costs (see below) 1,919 2,905
Termination benefits - 654
Other benefits 83 51
36,571 36,591
Reconciliation of other pension costs 2006 2005
£'060 £000
Other pension costs 1,919 2,905
Past service recognised in termination benefits - 258
Effect of activity recharging across financial years {41} 268
Less discontinued cperations - cenire - (98)
Pension cost included in note 21 1,878 3,333
Average number of people employed at 31 March (excluding casual employees) 2006 2005
No. Na.
Venue management 459 468
Venue operation 149 152
Exhibition crganising 10 11
Catering services 243 180
Support services 45 81
926 892
in respect of discontinued operations (see note 3) staff costs during the year amounted 1o £Nil (2005: £747,000) and
average number of people was Nil { 2005 :23)
Key management compensation 2006 2005
£'000 £000
Salares and short-term employee benefits 1,457 1,224
Post-employment benefits 141 210
Termination benefits - 634
1,598 2,088
The key management figures given above include directors.
Directors 2006 2005
£'000 £000
“Aggregate emoluments 55 113
The Directors to whom fees are paid are not entitled to any defined pension benefis.
The four Birmingham City Councillors who were Directors during the year did nct receive any remuneration (2005: £NIL).
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21 Pension commitments

The group operates two defined benefit schemes in the UK covering many of its employees. These are funded schemes of
the defined benefit type (based on final salary) with assets held in separate trustee administered funds.

The most recent actuarial valuation of the NEC Limited Pension Fund was performed by Mercer Human Resource

Consulting as at 5 April 2004 and was updated to 31 March 2006. The principal assumptions made by the actuary were:

Principal assumptions 2006 2005
% %

Rate of increase in pensionable salaries 3.50% 3.25%
Rate of increase in pensions in payment (accrued prior 6 April 2005} 3.00% 2.75%
Rate of increase in pensions in payment (accrued post 6 April 2005) 2.50% -
Discount rate 4.95% 5.40%
tnflation assumption 3.00% 2.75%
Returns on equities 6.25% 6.75%
Return on bends & cash 4,95% 5.40%
6.25% 6.75%

Return on property

The expected return on plan assets is based on market expectations at the beginning of the period for returns over the

entire life of the benefit obligation.

Weighted average life expectancy for mortality tabies used to determine benefit obligations at:

31/3/06 31/3/05
Male Female Male Female
Maie member age 65 {current life expectancy) 21.3 242 17.8 20.7
Male member age 45 (life expectancy at age 65} 23.1 25.9 19.4 22.4
The amounts recognised in the balance sheet are determined as follows:
2006 2005
£'000 £'0C0
Present value of funded obligations (116,888) (86,231}
Fair value of plan assets 83,421 65,957
Net liability recognised in the balance sheet (33,467) {20,274}
The major categories of plan assets as a percentage of total plan assets are as follows:
2006 2005
% %
Equities 64.00% 61.00%
Bonds 21.00% 32.00%
Resl estate 12.00% 4.00%
Other 3.00% 3.00%
The amounts recognised in the income statement are as follows:
2006 2005
- £'000 £'000
Current service cost 1,414 2,243
interest cost 4,656 4,542
Expected return on pian assets {4,192} (3,710}
Net actuarial losses {gains) recognised in the year - -
Fast service cost - 258
1,878 3,333

Total included in employee benefit costs (note 20)
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Changes in the present value of the defined benefit obligation are as follows:

2006 2005
£'000 £'000
Present value of obligation at 1 April 86,231 81,480
Current service cost 1,414 2,243
interest cost 4,656 4,542
Member canfributions 1,149 1,200
Past service costs - 258
Actuarial losses/(gains) 25,114 (2,207)
Benefits paid {1.676) (1,285)
Present value of obligation at 31 March 116,888 86,231
Changes in the fair value of plan assets are as follows:
2006 2005
£'000 £'000
Fair value of plan assets at 1 April 65,957 58,254
Expected return on scheme assets 4192 3,710
Actuarial gains 11,202 975
Emptoyer contribution 2,597 3,103
Member contributions 1,149 1,200
Benefits paid {1,676) {1,285)
Fair value of plan assets at 31 March 83,421 65,957
Analysis of the movement in the balance sheet liability:
2006 2005
£'000 £'000
1 April (20,274) {23,226)
Total expense as above (1,878) (3,333}
Employer contribution 2,597 3,103
Net actuarial (losses) from participants gains recognised in the year {13,912) 3,182
31 March (33,467 (20,274)
Cumulative actuarial gains and losses recognised in equity
2006 2005
£'000. £'000
T Apri 3,182 -
Net actuarial {losses)/gains recognised in the year (13,912} 3,182
21 March {10,730} 3,182
The actual return on plan assets was £15,394k (2005: £4,685k}
History of experience gains and losses
2006 2005
Experience adjustments on plan assets 11,202 975
Expressed as a percentage of scheme assets 13.00% 1.00%
Experience gains and losses arising in the scheme liabilities (£'000) - 1,963
Expressed as a percentage of scheme liabilifies 0.00% 2.00%
Present value of scheme liabilities (£'000} 116,888 86,231
Fair value of scheme assets (£'000} 83,421 65,957
Deficit (£'000) (33,467) {20,274}

The cantribution expected to be paid during the financial year ended 31 March 2007 amounts to £5.3m,
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22 Operating lease commitments — minimum lease payments

Group and Company 2006 2605
Vehicles,

plant & Vehicles, plant

Land equipment Land & equipment

£'000 £'000 £000 £'000

Commitments under operating leases:

Within one year - 293 - 452
Later than one year and not more than five years - 129 - 357
After more than five years 12,826 - 13,892 -

12,826 422 13,992 809

The group leases the land on which the Hall 10 development was built from Birmingham City Council, and plant,
equipment and vehicles.

All leases are cancellable and have various terms covering renewal rights and early termination.

23 Ultimate parent

The company does not regard any particular shareholder as being an ultimate parent. The control and direction ofthe
company can only be exercised by a majority decision of the Board of Directors.

24 Related party transactions

The group defines related parties as subsidiaries and associates where control or significant influence is exercised, and
entities controlied by common majority ownership. During the year the group has undertaken transactions with the
following related parties:

Birmingham City Council and Birmingham Chamber of Commerce

Both parties jointly own the company. The exact nature of the relationships is more fully explained in the business review in
the directors report,

The principal transaction is receipt of grant funding under terms of Management Agreement with Birmingham City Councii
( see note 2} -

Clarion Events NEC Limited

The company owns 33.33% of the ordinary share capital in Clarion Events NEC Umited and supplies office accommodation,
administration and exhibition services.

NEC (Developments} Plc

The under a management agreement aated 14 May 1997 the company manages exhibition hails 17 10 20 at the NEC. NEC
(Developments) Plc is jointly owned by Birmingham Chamber of Commerce and Industry, Birmingham City Council and
EMAP Business communications. '

The company also manages the NEC complex in an agency capacity for Birmingham City Coundl, who together with
Birmingham Chamber of Commerce and Industry own 100% of the company’s share capital.

Symphony Hall (Birmingham) Limited
The company is the scle member of Symphony Hall, a registered charity. The company leases the auditorium situated
within the International Convention Centre in Birmingham to Symphony Hall, and provides facilities, administration and

event support services.

Transactions with related parties are at individually agreed rates.
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During the year the group and Company undertook the following transactions with related parties:

2006 2005 2006 2005
£'000 £000 €000 £'000
Sale of goods and services  Purchase of goods and
services
Associates
Clarion Events NEC Limited 353 - - -
353 - - -
Other
Symphony Hall Birmingham Limited ' 1,280 1,867 . -
National Exhibition Cenire Developments Plc 920 1,022 7,728 7.87Q
National Exhibition Centre Finance Ple - - 26 16
2,553 2,689 7.754 7,886
Year end balances arising from sales and purchase of services:
2006 2005
£'000 £000
Clarion Events NEC Limited _ ‘ ' 49 -
National Exhibition Centre Developments Plc 7] 10
Nationai Exhibition Centre Finance Plc {10} (32)

25 Post balance sheet events

On 15 June 2006 the Company established National Exhibition Centre { Ireland) Limited, a wholly owned subsidiary
resident in the Republic of Irefand.

26 Principal subsidiaries and associates
Subsidiary undertakings

NEC Finance Plc

The investrment represem’s 50,000 £1 Ordinary Shares, being 50p paid and being the whole of the issued share capital of
the Company's subsidiary, NEC Finance ple. NEC Finance plc is a company incorporated in Engiand.

Its main activity was to raise capital through the issue of listed debenture stock to finance:

e the construction of ICC' and 'NIA’; and
»  the expansion of the National Exhibition Centre through the construction of exhibitions hails 9 to 12.

NEC Pension Trustee Company Limited

NEC Pension Trustee Company Limited is a wholly owned subsidiary of the company, limited by guarantee.

The company’s main activity is to act as a Trustee to the National Exhibition Cenire Limited Executive Pension Fund.
Symphony Hall (Birmingham) Limited {'SHB")

The company is the sole member of SHB, a company limited by guarantee. SHB is a company incorporated in England and
registered as a charity, whose key objective is to educate the public by encouraging appreciation of the arts.

SHB is excluded fram the consolidation on the basis that Nationai Exhibition Centre Umited {NEC) does not have controt of
the entity which is vested in the Trustees.

At 31 March 2006, SHB had net assets of £Nil {2005: £Nil). The result for the year was £Nil 12005 £Nif).

SHB is party to the same solvency agreement with Birmingham City Council, which is funded by the NEC. In addition, NEC
provides certain other services to SHB including catering, facilities management and management and administrative
support.

Joint ventures and associates
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Clarion Events NEC Limited
The company owns 33.33% of the ordinary share capital in Clarion Events NEC Limited, which is an entity incorporated in
England. The company was formed with Clarion Events Limited which owns the balance, to manage and operate the

group's existing portiolio of anthusiast exhibitions and to develop and launch new exhibitions, primarily at the Nationai
Exhibition Centre.

It has a statutory accounting reference date of 31 December, and the resuits have been consolidated up to this date.
27 Capital and financial commitments
The company had no contractual commitments at the end of the year {2005: Nil).

28 Reconciliation of net assets and profit under UK GAAP to IFRS

The National Exhibition Centre reported under UK GAAP in its previously published financiai staternents for the year ended
31 March 2005. The analysis below shows a reconciliation of net assets and result for the year as reported under UK GAAP
as 31 March 2005 to the revised net assets and result for the year under IFRS as reported in these financial statements. In
addition, there is a reconciliation of net assets under UK GAAP to IFRS at the transition date for this company, being 1 April

2004.

Group Year Company Year

Reconciliation of profit ended 31/3/05 ended 31/3/05
. Note £'000 £000
Profit before interest reported under UK GAAP 25,440 25,460
Pensions b) {305) (305)
Profit before interest reported under IFRS 25,155 25,155

Profit reported for the year under UK GAAP
Pensicns {305) {309)

Loss after tax reported under [FRS (305} (305)

The only effect on the cash flow is the re-classification of cash and cash equivalents, therefore separated cash flow
statements on transition to IFRS have not been provided.
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Group Effect of Effect of Effect of
Recondiliation of equity at 1 April 2004 (Date of Previous transition to  transition to  transition to
transition to IFRS) GAAFP IFRS - Note {a} IFRS - Note (b} IFRS - Note {c) IFRS
Group Note £'000 £'000 £000 £000 £'000
Assets
Non-current assets
Intangible assets - - - - -
Property, plant and equipment 253,308 (54,696) - - 198,612
253,308 {54,696) - - 198,612
Current assets
Inventories 415 - - - 415
Trade and other receivables 14,839 - (371 - 14,468
Financial assets 33,654 - - (18,987) 14,667
Cash and cash equivalents 328 - 18,987 19,315
49,236 - (371) - 48,845
Liabilities
Current liabilities
Financial liabililies (1,571) - - - {1.571)
Trade and other payables {35,799 4,557 1,480 - (29,762}
(37,370} 4,557 1,480 - {31,333}
Net current assets 11,866 4,557 1,109 - 17,532
Non-current liabilities
Financial liabilities (215,014) - - - (215,014)
Other non-current liabilities (50,139} 50,139 - - -
Retirement benefit liabilities - - (23,226} - (23,226}
{265,153) 50,139 (23,226) - {238,240)
Net assets/(liabilities) 21 - (22,117} - (22,096)
Shareholders' equity
Ordinary shares 10 - - - 10
Other reserves - - (22.117) - {(22,117)
Retained garnings 11 - - - bl
Total shareholders’ equity 21 - (22117} - (22,096)
Total equity 21 - (22,117) - (22,096)
Effect of Effect of Bffect of
Group Previous tramsition o trapsitionto  Wansition 1o
Recondiliation of equity at 31 March 2005 GAAP IFRS - Note {a) IFRS - Note (b} 1FRS - Note (c) IFRS
Group £'000 £'000 £'000 £'000 £'000
Assets
Non-cuttent assets
intangible assets - - - - -
Property, plant and eguipment 248,751 {(50,139) - - 198,612
248,751 (50,139) - 198,612
Current assets '
inventories 343 - .- - 363
Trade and other receivables 8,342 - (377) - 7,965
Financial assets 32,774 - - (17.343) 15,431
Cash and cash eguivaients 870 - - 17,343 18,213
42,349 - (377) - 41,972
Liabilities
Current liabilities
Trade and sther payables (30,483) 4,557 1,411 - (24,515)
{30,483) 4 557 1,411 - {24,515}
Net current assets 11,866 4,557 1,034 - 17,457
Non-current liabilities
Financial liabilities {215,014} - - - {215,014)
Retirement benefit kabililies - - {20,274} - (20,274)
(260,596) 45,582 (20,274) - {235,288)
Net assets/(fiabilities) 21 - {19,240) - (19.219)
Shareholders' equity
Ordinary shares 10 - - - 10
Cther reserves - - (18,935 - (18,935}
Retained earnings 1 - (305) - {294)
Total shareholders’ equity 21 - {19,240} - {19,219}
Total equity 21 - {18,240 - (19,219
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Company Effact of Effect of Effect of
Reconciliation of equity at 1 April 2004 (Date of Previous transition to  transition o transition to
transition to IFRS) GAAP IFRS - Note {3} IFRS - Note (b} IFRS - Note (¢) IFRS
Company Note £'000 £000 £1000 £000 £'000
Assets
Non-current assets
Intangible assets - s - - -
Property, plant and equipment 253,308 (54,695) - - 198,612
investment in subsidiaries 25 - - - 25
253,333 (54,696) - - 198,637
Current assets
Inventories 415 - - - 415
Trade and other receivables 14,839 - (371) - 14,468
Financial assets 33,654 - - (18,887) 14,667
Cash and cash equivalents 301 - - 18,887 19,288
49,209 (371) - 48,838
Liabilities
Current liabilities
Financial liabilities {1,571) - - - {1,571
Trade and other payables (35,807) 4,557 1,480 - (29,770}
{37,378) 4,557 1,480 - {31,341)
Net current assets 11,831 4,557 1,109 - 17,497
Non-current liabilities
Financial labilities (215,014) - - - (215,014)
Other non-current liabilities (50,139} 50,139 - - -
Retirement benefit liabilities ) - - (23,226) - (23,226)
(265,153) 50,139 (23,226) - (238,240)
Net assets/{liabilities) il - (22,117) - (22,106}
Sharehoiders' equity
Ordinary shares 10 - - - 10
Other reserves - - (22,117} - (22,177
Retained sarmings 1 - - - 1
Total shareholders' equity 11 - (22,117} - (22,106)
Total equity " - (22,117} - {22,106)
Effect of Effect of Effect of
Company Previous transition to  transition to  transition to
Reconciliation of equity at 31 March 2005 GAAP IFRS - Note {a) IFRS - Note (b} IFRS - Note (c) IFRS
Company £'000 £000 £300 £'000 £'000
Assets
Non-current assets
Intangible assets - - - - -
Property, plant and equipment 248,751 {50,139) - - 198,612
Investment in subsidiaries 25 - - - 25
248,776 (5C,139) - - 198,637
Current assets ‘
|nventories 363 - - - 363
Trade and other recelvables 8,342 - 1377) - 7,965
Financial assets 32,774 - - {17,338) 15,436
Cash and cash equivalents 858 - - 17,338 18,1958
42,337 - (377) - 41,960
Liabilities
Current liabilities
Trade and other payables (30,506) 4 557 1,411 - {24,538)
(30,506) 4,557 1.411 - {24,538)
Net current assets 11,831 4,557 1,034 - 17,422
Non-current liabiiities
Financial iiabilities {215,014) - - - (215,014)
Other non-current liabilities (45,582} 45,582 - - -
Retirement benefit liabilities - - (20,274} - {20,274)
(260,596) 45,582 (20,274) - (235,288
Net assets/(liabilities) 11 - {19,240) (19,229}
Shareholders’ equity
Ordinary shares 10 - - - 10
Other reserves . - (18,935) - (18,935)
Retained eamings 1 - (305) - (304}
Total shareholders' equity 11 - {19,240} (19,229)
Total equity 11 - (19,240) (19.229)
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(a) As disclosed in note 8 the value of property has been fully depreciated by the value of grants and contributions
deferred under UK GAAP, to reduce them to their underlying residual values that equate to guarantees provided
by Birmingham City Council.

(b) Accounting for pensions in accordance with IAS 19 is different from SSAP24. The main differences being the
recognition of the pension surplus or deficit on the balance sheet

Under IFRS1, ‘First time adoption of International Financial Reporting Standards’, liabilities may be spread over
future service lives of employees using the corridor approach. The Directors have decided to recognise the

pension deficit immediately in full.

() Reclassification of cash and cash equivalents.
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