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Schal Tnternational Management Limated
Directors’ report and financial statemnents
For the vear ended 31 December 2009

Directors’ report -

The directots present their annual report and the audited financial statements forthe year ended 31 Decembet 2609
Principal activity

The company 15 principally engaged 1n construction managenient and project management

Business review

The results of the company are set out in the profit and loss account on page 6

Key performance indicators

Vaitous Key Performance Indicators (KPIs) are used to monitor the company’s business - these iclude

{a) gross margin, staff utilisanon, PBIT %,

{b) balance sheet controls {work n progress and debtor day indicators),

(¢) secured otder book figies - which mclude a series of numbers relaung to probable work and possible work
measu ed agamnst historical figure.

Results and dividends

The protit on ordinary activities before taxation was £289,000 (2008 loss of £3 00t The directors do not propose
the payment ot a dividend for the yvear/2008 tNil)

Principal risks

Secured work gomg into 2010 was in line with expectations at the end of 2009, however the recent challenging
market conditions have caused some shortfalls in certain sectors of the company’s business

Drrectors
The directors who served during the year were

TD Kenny
RH Hans
F Huidobro

Pohiey for payment of suppliers

Where contracts with clients specify terms of payment to supphiets. i s company policy to pay m accordance with
those terms Where no such contractual requuement extsts, 1t i» company policy to comply with suppliers’ terms and
conditons As at 31 December 2009, the number of creditan days outstanding was mul (2008 nil)

Employees

It 15 our policy to comununicate with and nvolve employees on matters affecting their interests at work, and to
inform them of the performance of the busmess Each business adopes such employee consultation as is appropriate
i indevidual cucumstances ncluding consultarive comnictees, tramming and development and communication
programmes Thes iformation 1s complemented by the Canllion plc group newspapet Spectrum

It 1s also our policy to treat all employees and potential employees equally and to give fuli consideration to suitable
applications for employvment from disabled persons, where they have the necessary abiliies and skills for the
position, and wherever possible to tenain or provide equipment to employ ees who become disabled so that they can
continue thewr employment
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Directors’ report (continued)

Political and charitable donations
The company made no political or charitable donations during the vear (2008 £Nil)
Disclosure of mformation to audetors

The directors who held office at the date of approval of this directors’ report confitm that, so far as they are each
aware, there 15 no relevant audit information of which the company’s audutors are unaware and each duector has
taken all the sieps that they ought to have tahen as a director to make themselves aware of any relevant audn
mformation and to establish that the company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be re-appointed and KPMG
Audut Ple will thetefote continue m office

Approved by the Boatd on 31 March 2010 and signed on its behalf by

RH Harris 24 Birch Street
D ector Wolverhampton
WV 4HY
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Directors report and financial statements
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The duectors are 1esponsible for preparing the ditectors’ report 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 they have
elected to prepare the financial statements n accondance with UK Accounting Standaids and applicable law (UK
Genetally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fau view of the state of affawrs of the company and of the profit o1 foss of the company for that peniod In
preparing these financial statements, the duectors ae required o

+  select suitable accounting policies and then apply them consistently
+  mahe judgments and estimates that are reasonable and prudent,

* state whether applicable UK Accounting Standards have been followed subject to any material departures
disclosed and explamed n the financial statements, and

. prepare the financial statements on thé going concetn basis unless 15 mappropriate to ptesume that the
company will contuiue in busmness

The directors are responsible for keeping adequate accounting records that ate sutficient to show and explam the
company's ttansactions and disclose with 1easonable accuracy at any time the financial posttton of the company and
enable them to ensure that the financil statements comply with the Compantes Act 2006 They have general
responsibiity for taking such steps as are reasonably open to them to safeguard the assets of the company and o
prevent and detect fraud and other uregularities
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KPMG Audrt Plc

One Snowhill

Snow Hill Quesnsway
Birmingham

B4 6GH

Independent auditors’ report to the members of Schal International Management
Limited

We have audited the financial statements of Schal Intermatronal Management Lunned for the year ended 31
Decentber 2009 set out on pages 6 to 14 The financal reporting framework that has been apphied i thewr
preparation s applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report s made solely to the company's members, as a body. n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the contpany's members those
matters we are required o state to them i an audeors' report and for no other purpose To the fullest extent
permurted by law, we do not accept or assume tesponsthility to anyone other than the company and the company's
members, as a body, for our audit wotk, for this report, ot for the opinons we have formed

Respective responsebitities of divectors and auditors

As explained more fully i the Directors’ Responsibilinies Statement set out on page 3, the duiectors ate responsible
fou the preparation of the financial statements and for bemng satistied that they give a true and fair view Qur
responsibility (s to audic the financial statements m accordance with apphicable law and International Standards on
Auditing (UK and lreland) Those standards 1equire us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

A descuption of the scope of an audit of financial statements 15 provided on the APB's web-sie at
www fre org uk/apb/scope/UKNP

Opmnton on financial scatements
[n our opmion the financial statements

e guve a true and fair view of the state of the company's affairs as at 31 Decemnber 2009 and of s profit for the
vear then ended.

e have been properly prepared m accordance with UK Generally Accepted Accounting Practice, and
e have been prepared in accordance with the requirements of the Companies Act 2006
Opimon on other matters preseribed by the Companies Act 2006

In out opinion the mformanon given wn the Directors' Report for the financial year tor which the financial statements
are prepared 1s consistent with the financial statements




Independent auditors’ report to the members of Schal International Management
Limited (continued)

Matters on which we are reqguired to report by exception

We have nothing to report i respect of the following matters where the Compaimes Act 2006 requires us to report to
you 1f” 1t ou1 opimion

«  adequate accounting 1ecords have not been kept, or returns adequate for our audit have not been eceived from
branches not visited by us or

+  the financial statements are not w agreement with the accounting records and 1eturns, or
e certain disclosures of directors' remuneration specified by law are not made, or

*  we have not recerved all the information and explanations we require tor our audt

2\ e 2Zat0
MT Hopton (Sehior $tatutor y Audhtor)

for and on behalf of KPMG Audic Ple, Statutory Auditor

Chen rered Accoulitants 3F March 2010
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Profit and loss account
Jor the year ended 31 December 2009

Nore 2009 2008

£000 £000

Turnover I 3,154 2,888
Cost of sales (2,855) (2,564)
Gross profit 299 324
Adminstrative expenses (120 {460)
Operating profit/(loss) 2 179 (136)
[aterast recervable and sumlar incoinie 5 221 241
Interest payabte and simdar charges & (tLn (103)
Profit/(lass) an ordinary activities before taxation 289 (3)
Tax on profit/{loss) on ordinary actn iies 7 018 (89
Profit/{loss) for the financial vear 12 208 (92}

All amounts relate to continumg operations

The company has to cecognised gans or losses in erther the current or preceding year, other than those disclosed m
the profit and foss account

There 15 no difference between the results as disclosed m the profit and loss account and the result on an unmodified
hustortcal cost basis tn eithet the curtent or preceding financeal year




Balance sheet
at 31 December 20009

Current assets
Debtors
Cash at bank and in hand

Creditors amounts falling due within one year
Nert current assets/(habihities)
Net assets/(habilictes)

Caputal and reserves
Called up share capitat
Profit and loss account

Equity shareholder<” funds/(deficit)

Schal Intemational Management Linuted
Duectors’ report and financial statements
For the vear ended 31 December 2009

Note 2009 2008
£000 £000 £000 £000
& 7.621 7,434
453 211
8,074 7 645
10 (8,027) (7 806)
47 (161)
47 (la1)
i 100 100
12 (53) (261)
13 47 (1613

These financial statements wete approved by the Board ot divectors on 31 Match 2010 and stgned on its behalf by

RH Harris
Duector

Company 1egistered number 2646690
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Notes

(formug part of the financial statements)

1 Principal accounting policies

The following accounting policies have been applied consistently in dealing with items which are constdered
material in refation to the company’s financiat information

Basis of accounting

The financial statements have been prepated under the histotical cost convention and in accotdance with applicable
UK accountng standaids

Gomg concern

The campany’s business activines together with the factors hkely to affect its future development and position. are
set out (n the Business Review section of the Directors Report

The company participates i the group’s centrahised treasury anangements and so shares banking arrangements with
its parent and fellow subsidiacies The directors having assessed the responses of the duectors of the company’s
ultirnate parent Canltlion pic to theit enquiries have no reason to believe that a matertal uncertainty exists that may
cast significant doubt about the ability of the Canllion group to continue as a going concern or its ability to continue
with the current banking arrangements

On the basis of then assessment of the company’s financial position and of the enquuies made of the directors of
Carilhon plc, the company’s directors have a reasonable eapectation that the company will be able to contnue i
opetational exsstence for the foreseeable futute Thus they continue to adopt the going concernbasis of accounting m
preparing the annual financial statements

Related party transactions

As 100% of the Company s voting rights are conttofled within the group headed by Caullion Ple. the Company has
taken advantage of the exemption contained in FRS 8 and has therefore not disclosed transactions or balances with
entities which form part of the group (or investees of the group qualifymg as related parties) The consolidated
financial statements of Cartllion Plc within which this Company 1s included, can be obtained fiom the address given
mnnote 15

Cush flow statement

Under FRS 1 the Company 18 exempt from the requirement to prepare a cash flow statement on the grounds that a
parent undertaking includes the Company n ts own published consolidated foaancial statements

Profit recognition

Profit on long term conttacts 1s calculated i accordance with applicable accounting standards In determuning the
attmbutable profit on contracts to a particular accounting period the company utilises esumation techiiiques The
principal estunation techimique used 1s the preparation of profit and cash flow forecasts on a contract by contract
basis which enables an assessment to be made of the tinal outturn on each contract Profit 1s then tecognised when
the outcome of the conuact can be foreseen with reasonable certainty and is attributed in line with the degree of
compietion of each contiact

The 1esult for each year includes settlement of clauns on conttacts completed in prion years In preparing contract
forecasts, a ptudent and reasonable evaluation of clauns 1s included in the assessment of the finat outturn
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Notes (connnued)

1 Accounting polictes (conttnued)
Tuxation

The charge for taxation 15 based on the profit o1 loss tor the vear and takes into account taxation deferred because of
tmung differences between the treatment of certan items tor taxation and accounting purposes

Deferred tax 1s recognised, without discounting n respect of all tuning differences between the treatment of certain
items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as
otherw 1se required by FRS 19

Pensions

Pension costs are recognised in the financial statements i accordance with the requirenients of FRS 17 © Retirement
benefits’ Cardlion ple, the company’s ultimate parent undertaking, administers and takes advice on the goup’s
pensian schemes Regular pension costs m respect of the group’s defined benefit pension schemes are established 1n
accordance with the recommendations of independent actuaries and are charged to the profit and loss account based
on the current service cost to the group

In tespect of the Staff’, ‘B’ and ‘Public sector’ pension schiemes, the assets and labilities of the schemes relatng to
the company cannot be readily ascertained on a reasonable and consistent basis as the schemes are for the benefit of
the Canilion Group as a whole Consequently, the company accounts for these schemes as if they were defined
contribution schemes

Contributions in respect of defined contribution schemes are charged to the profit and loss account as incurred
Long ferm confract balances

Amounts recoverable on contracts, wluch are mcluded i debtors, are stated at cost plus attnibutable profit, less any
foresecable losses Payments recewved on account of contiacts are deducted from amounts 1ecoverable on contracts
in debtors or long term contract balances n stock Where such amounts have been received and exceed amounts
tecoverable the ner amounts are included in creditors

Turnover

Turnover represents the net amount teceivable, excluding value added tax for goods and services supphed to all
custemers including fetlow subsidiary undertakings

2 Operatng profit/(foss)

2009 2008
£0060 £000
Operating profit/(loss) is stated
afier charging
Write-off of amount owed by group undertaking - 27t

The audit fee for the year ended 31 December 2009 amountng to £10,000 (2008 £15,000) was borne by Canthon
Construction bimited a fellow group subsidiary

Fees paid to the company’s auditor KPMG Audit Plc. and its associates for other than the statutory audit of the
company are not disclosed wn these financial statements since the consolidated financial statements of the company s
parent Caritlion plc, ate required to disclose non-audit fees on a consolhidated basis
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Notes (contmued)

3 Staff numbers and costs

The average number of persons employed by the company (including directors) duting the financial year was as

Number of employees

follows

2009
Admenistration t
Project management 12
13

The aggregate pajy roll costs of these persons were as follows
£000
Wages and salanes 374
Social secunty costy 38
Other pension custs (nate 14) 45
457

4 Directors’ remuneration

2008

£000

326
37
40

Dhrectors do not 1eceive any remuneration for services performed on behalf of the company Directors’ remuneration

is borne by other group companies

5 Interest recervable and similar income
2009
£040
Amounts recervable from group undertakings 221
6 Interest payable and sumilar charges
2009
£000
Amounts pay able to group undertakungs it

2008
£000

241

2008
£0G0

108
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Notes (continued)

7 Tax on profit/(loss) an ordinary activities
(1)  Analysis of faxation charge m year
2009 2008
£000 £000
UK corporanion tax
Current tax on profit/{loss) for the vear 74 76
Adjustment m 1espect of prior periods - 13
Total curtent taxation 74 89
Dgjerred tmanon
Ongination/reversal of uming differences 7 -
Toual deferred taxation 7 -
Tax charge on protit/(loss) on orduary activinies 81 89
(b Recouctliunon of current taxation charge

The UK standard tate of corpotanon tax for the year 1s 28% 720058 2& 5%) The actual tax rate s lower (2008
fugher) than the standard rate for the reasons set out below

2009 2008
£600 £000
Current tax reconcihiation
Profit/(loss) on ordinary activities before tax 289 €))]
Tax on profit/(loss} on erdmary acuvities at UK standard rate of corporation tax of 28%
(20058 28 59%) 8t Q)
Effects of
Permanent differences - 77
Caputal atfowance 1n excess of deprectation {7
Adjustment i respect of prior periods - 13
Cutrent tax charge tot the vear 74 89
<) Fuctors that may affect future tax charges

The duectors are rot aware of any stgniticant tactois which wall aftect the company’s futute tax chuge except tor uthisation of
the deferred tax asset set out on note ¢

8 Debtors
2009 2008
£060 £000
Trade debtors 315 317
Aniounts recoverable on contracts 236 50
Amounts owed by group undertakings 7,042 7,032
Deterned tax asset {see note 9) 28 35
7.621 7,434

Amounts due from group underakings bear interest at a rate which reflects the cost to the group




Notes (connnued)

9 Deferred tax

At beginiung ot year
Charge to profit and loss

Actend of vear

The elements of defened taxation are as follows

Enfference between accumulated depreciauon and caputal allowances

10 Creditors: Amouuts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corpotation tax

(rthei tax and social security

Acaals and deferred income

Schal [nremauonal Management Linuted
Directors' report and financial statements
For the vear ended 31 December 2009

20409
£000

28

2009
£000

392

8,027

£000

35
7

2008
£000

2008
£000

7.663
76
66

7.806

[acluded within creditors are certain inter-company loans which bear interest at a rate which teflects the cost of

borrowing to the group

1t Share capetal

Authorised:
{48 500 A ordinary shares of £1 each
1,500 B ordinary shares of £1 each

Allorted, called up and fully pard
99,000 A ordinary shares of £1 each
1 000 B ordinary shares of £1 each

“A 7 ordinary and “B™ ordinary shares rank equally in respect of voting rights

2009
£000

148

150

99

140

2008
£000

100

12
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Notes (conninued)

12 Reserves

Profit and

loss account

£000
At beginming of year (261)
Profit for the financial vear 208
Atend of year {53)

i3 Reconciliation of movements in sharcholders’ funds

2009 2008

£000 £300

Profit/(loss) tor the financial year 208 (92)
Openng shareholders deficut {161) 69
Closing sharcholders’ funds/deticit) 47 (l61)

14 Pension contributions
Defined benefit schemes

The company 1s a member of three larger group pension schemes the Carillion Staff Pension Scheme (Staff), the
Canllion “B™ scheme (*B™) and the Canllion public sector scheme (Public), providing benefits based on final
pensionable pay Details of the schemes’ assets and habtlines relatng to the company cannot be wlenafied on a
consistent and reasonable basis and therefore, as permiutted by FRS17 Retirement Benefits’, the schetmes have been
accounted for, in these financial statements, as 1f they were defined contribution schemes

The latest acturtal valuation was undertaken as at 31 December 2003 for the Staft and “B” schemes. and as at 31
December 2007 for the Public scheme The schemes were updated for FR$17 purposes to 31 December 2009 and
2008 by a qualified independent actuary The projected unit credit method was used and the key actuanal
assumptions were

% per annum

Discount rate 580
Rate of increase in salaries 440
Rate of mcerease 1t penstons 340
[nftation rate 3140

An actuanal valuation of the Staff and “B” schemes by the Ttustees’ independent actuaries as at 31 December 2008
1s currently bewng undettaken

The market value of the Staff and "B’ scheine assets at 31 December 2005 were £458 0 mullion and £106 4 million
tespectively the value of wliueh represented approximately 90% and 94% of the benefits that had accrued to
mentbers at that date on an ongomg basis, after dlowmg for assumed future increas:s in salanes

The market vatue of the Public scheme assets at 31 December 2007 was £103 3 million the value of which
represented approximately 89% of the benefit s that had accrued to members at that date on an ongoing basis after
allowing for assumed tuture increases in salaries
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Notes (continued)

14 Pension contributions (continued)
Defined benefit schemes fcontinued)

The company’s regular ongeing contribution to the Staff and “B™ scheme were £3 (000 (2008 £12,000) Existing
members of the scheme no longer accrue benefits for future service wath effect hom 5 Apnl 2009, hence no regular
contributtons to this scheme are anticipated for 2010 The company s regular ongomg contribution to the Public
scheme for the vear was £22,000 (2008 £27,000) A contribution rate of 27 5% of pensionable pay has been agreed
for members of the scheme n future vears

As at 31 December 2009 the Carillion Staff Pension Scheme, the Carillion “B” Scheme and the Cartlivon Public
Sector Scheme had net deficits on an FRS 17 basis of £28 1 mullion, £9 3 mmllion and £5 8 mullion respectivels
(2008 £24 & nullion sw plus, £1 9 midlion surplus and £NU)

Defined contribution schemes

The company 15 a member of the group’s defined contribution schemes During the year contributions of £20,000
(2008 £7 600) were made to the schemes Contributions outstanding at 31 December 2009 wee wil (2008 ni)

1s Controlling and parent companites

The company’s controlhing company s Carithion ple its ultunate parent company which 15 incorporated m Great
Britain and registered i England and Wales

Copies of the group financial statements of Cacitlion ple are available from 24 Birch Street, Wolverhampton, WV 1
4HY
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