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FAZAKE ILEY PRISON SERVICES LIM T=Dr

DIRECTCRS' REPORT FOR THE YEAR ENDED 31 DECEMBER 1998

The directccs s ibmit the r report and the audited ecmounts of the company for the year ended
31 Decemtizr 1998.

PRINCIPA_ ACTIVITIES AND BUSINESS REVIEV™

The companyis engaged under atwenty eight year—ortract in the provision cf design, construction
and manacement services, including related finarci g arrangements far a prison, HMP Altcourse, at
FazakerlewirLiverpool.

The profit mcumred in the year under review as se: cit in the profit and loss account on page 4
relates to the ctivities undertaken in respect of the roject.

The holdin_j campany has confirmed its continued f iancial support of the cormpany.

DIVIDENLSS AND TRANSFERE TO RESERVES

No divider—1 is propos2c. The amount transferred t© reserves is set ov- in the profit and loss
accountorpaje 4.

DIRECTO=E

The directors of the company during the year we e

AD Bankss

JA Harroveer

LJ Malmb ¢

MJ Lavers (resigned 30 June 1998)
BJ Sharpl :s

B Pellard {resigned 133 March 1999)
FR Herzh=rg tapointec 18 March 1999)
RC Osbowe {apointec 18 March 1999)

DIRECTCRS"INTERESTS IN SHARES

The direc-or 5 have no interests: in the share capiamof the company according to the register
maintaine=! by the comjany undar Section 325 cf ke Companies Act “985.

MILLENMIUM AND EUROPEAN MONETARY UM~ONM

The direccors are awares of the implications of the Billennium issue and Euro »ean Monetary Union
both for t e irformation systen-s and other aspect of the company’s operatibns. Management has
assesseCtterisks associated with these issues amd is reviewing the actions required to ensure that
any necessamy systems modifications and other ir-iatives are plannes and completed within the
time avamatde. It is roanticipated that significait ncremental expenditure will be incurred to
ensure c=mo-iance witl!] the necassary requirerreris within the context of orjoing expenditure
plans to wevelop and Lpgrade the company's systtme.




FAZAKE LEY PRISON SERVICES LIM T=Dr

DIRECTORS' REFPORT FOR THE YEAR ENDED 31 DECEMBER 1998
(CONTINUED)

AUDITOR=

Following e merger of Price Walerhouse, the ccnrany’s auditors, with Coorers & Lybrand,
Pricewatero +;eCoopers were appointed by the Bcard to fill the casual vacarcy arising.
Pricewaterio s seCoopers are willing fo confinue in =fice and their re-agpointrment will be proposed
at the Ann aliGeneral Meeting.

STATEMENT OF DIRECTORS® RESPONSIBILITI S

Company aw ‘equires the directors to prepare fina cial statements for each financial period which
give a trueanc fair view of the state of affairs of t i ecompany and of the profi- or loss of the
company tr that petiod. In preparing those finaric™il s-atements, the directors are required to:

. select s Jitable accounting policies and the  pply them consistently;
® malle_Ldgements and estimates that are re=sorable and prudent;
. sta=2 whether aplicable accounting standar-s ave been followed, su Jject to any material

dearures disciosed anc 2xplained in the firancial statements;,

. pre=a € the finarcial statements on the gcine cenecern basis unless it i inappropriate to
présiu 1€ that the company will cantinue i bmsiress.

The direc-ors are ressonsible for keeping proper amcounting records which d_sclose with reasonable
accuracy at ay time the financial position of the-c mpany and to enakile them to ensure that the
financial =ta-ements cemply wilh the Companies A=t 1385. They are zlso re-ponsible for
safeguarcin- the assets of the company and henc= fo - taking reasonable steps for the prevention
and detedticni of fraud and other irregularities.

By Order—f the Board

b Ao
FR HerzlSr-;&é‘b \/

SECRETARY

7 June 1199




PRICEWAERHOUSE(COPERS

PricewaterhouseCoopers
Corwall Court

19 Comwall Street

Birmingham B3 2DT

Telephone +44 (0) 121 200 3000
Fac imile +44 (0) 121 200 2464

AUDITORS' REPORT TO THE SHAREHOLDE S OF
FAZAKERLE™ PRISON SERVICES LIMITED

We have audited the financial statemen's on pages 4 to:1 which have been prepar=d under the
historical cost co vertion and he acccunting policies set ut on page 7.

Respective resporgibilities of direclors and auditors

The directors aresres sonsible for preparing the Annual Resord, including as cescribed on page 2 the
financial statememts. Our responsibilit s, as independen—auditors, are estaktlished »y statute, the
Auditing Practices Bcard and our profession’s ethical guicnce.

We report to youmoLr opinion s to whether the financialls itements give a true and -air view and are
properly preparesl im accordance with e Companies Azt Ws aiso report to you if, n our opinion,
the directors’ reporlis not consistent with the financial stemem ants, if the cormrpany has not kept
proper accountir records, if we have ot received all them=nfcrmation and explanati-ns we require
for our aluditaor airformation specifiec y law regardinc crectors’ remunerat’on anc transactions is
not disclosed.

We read the oth r h.ormationicontainzd in the Annual Reor: and consider <ne imp ications for our
report if we beccne aware of any apparent misstatement= ormaterial inconsistenci 2s with the
financial statement .

Basis of opiniom

We conducted cur audit in 2ccordance with Auditing StarJar-s issued by the: Auditing Practices
Board. An auditin=lides exaninatior, on a test basis, oflevidence relevant to the 2mounts and
disclosures in th= francial statements. it also includes =m assessment of the signifcant estimates
and judgementsam asle by the directors in the preparation >f tye financial statements, and of whether
the accounting ol es are appropriate to the company's ircumstances, cosistenty applied and
adequately disc ys21.

We planned anc p-aformed our audit so as to obtain al t e information and explanations which we
considered necasszry in order to provide us with suffice t ewidence to give -eason able assurance
that the financi= s"ztements are free from material mis-s-ate nent, whether <aused by fraud or other
irregularity or er-or. In formirg our ofinion we also evalLited the overall adequacy of the
presentation of “farmation in the financial statements.

Opinion

In our opinion the “imancial statements give a true and fa - view of the state of the company's affairs
as at 31 DecenHer 1998 anciof its prcfit for the year the - erded and have been properly prepared
in accordance with he Companies Al 1985.

[ttt
PricewaterhouseCocpers
Chartered Mccountants

and Registerec Auditors 7 June 1999

PricewaterhouseCoopers isshe mucessor partnesshiy to the UK firn= of Price Waterhousc and Ccope= & L-brand. The principal place:n "business " PricewaterhouseCoopers and
its agsociate parmerships, =d 0 Coopers & Lybrard, is 1 Embaniirent Place, London WOC2N 6N,  he prncipal place of business of Frice Waterth use is Southwark Towers, 32
London Bridge Street, Lor—on 2 95Y. Lists of tAe partners’ narws are available for inspection at t_se plages.

I, S -



FAZAKERL =Y PRISON SERVICES LIMIEED

PROFIT AND LOSS ACCQUNT FOR THE
YEAR EBDED 31 DECEMBER 1998

1997

1998  Restated

Notes £000 £000

TURNOVER 15,889 403
Operating :0ss {12,946) -
Administreiv: expenses (257) {321)
OPERATI iG >ROFIT Py 2,686 82
Net intere t payable n+ similar charges 3 (8,107) (5,718)
Interest transferred to contract debtor 3 7,055 5712

PROFIT CN ORDINARY

ACTIVITI™S BEFORE TAXATION 1,634 76
Taxation 4 507 (24)
RETAINE ROFIT FOR THE FINANCIAL YEAR= 9 1,127 52

The resul .ir-the financial year relates solely to cor-inuing activities in a singl 2 class of business
within the=Umnited Kingdom.

The movam 2 1its on reserves ave shown in note ) = the: financial statements




FAZAKER _EY PRISON SERVICES LIMITED

BALANCE 3HEET AT 31 DECEMBER 198

CURREN™ ASSETS
Debtors (emwunts fall ni due within one year)

Debtors (emmunts fall ng due in more than one yezzm)
Cash at b_nk and in ha~d

CREDITCRS (amounts falling due within one year)
NET CURREEIT ASSETS

CREDITCRS (amounts falling due in more thaneone year)

CAPITAL_AND RESERVES

Equity sh ire wapital
Profit ancloss account

TOTAL SHAREHOLDERS' FUNDS
laan™

Approvec by the Boardpon 7 June 1999.

\
DIREC %

2

AD Banks

FR Herz eng
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1997
1998 Restated
£000 £'000
3,886 3,106
86,834 88 421
10,976 7.821
101,696 99,348
(8.156) (2.697)
93,540 96,851
92.360) (96.599)
1,180 52
1,180 52
1,180 52




FAZAKERLEY PRISON SERVICES LIMIT:D

STATEM :MT OF TOTAL RECOGNISED CAINS AND LOSSES
FOR THE ¥YEAR ENDED 31 DECEMBER 998

There is ncadiference between the result for the fin=cial year and the fotal resognised gains and
losses relang o the year.

NOTE OF HISTORICAL COST PROFITS \NJ LOSSES

There is nC difference between the profit for the fiv=ciel year as showr in theprofit and loss
account ar1 i = historical equiva ent.

MOVEM :MT IN SHAREHOLDERS' FUNLSS
FORTH: YEAR EMDED 31 DECEMBER 1998

The movemen . in sharenolders’ funds during the ye=r ended 31 December 1598 relates wholly to
the retained profit for the financiai year.
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FAZAKER _EY PRISON SERVICES LIMIEED

NOTES O THE ACCOUNTS - 31 DECEMBER 1998

ACCOUN™IMG POLICIES

Basis of =cccunting

The financal statement; are prepared under the hi torical cost converion ard in accordance with
applicable=UK accounting and financial reporting stondards.

Turngver

Turnover epresents the value of work done and sevices rendered, excluding sales related taxes.
All turnover originates in the United Kingdom,

Deferred axction

Provision s rade under the liability method in resp=ct of those timing differemces which are
expected o >:come peyable inthe foreseeable “ure.

Leased ams y's

Payments under operating leases are charged agensiiprofits in the yesar the payments are made.

Contractdet-tors

The costsinurred inrespect of services under thezcontract during the period prior to the prison
becominc available for occupalion are remunerztes over the remaining contract term.

Accordinaly these costs are accumulated within ccotract debtors as incurred Availability fees will
be alloca 2€ between turnover and reimbursemen of contract debtors so as to generate a constant
rate of re ur over the ife of the contract.

Restateren of 1997

The restete rent of the accounts is due to a chancz ininterpretation of the a >counting policy
relating t ' the contractidebtor. Interest, previou siwexpensed, is now capitalised as part of the
contract iebfor in accordance with note 1(5).

As a resalt, comparztive figures for the year ende 31 December 1987 have been adjusted as
follows:

Result for Net

the year Assets

£000 £000
As previmuslr reportad (6,042) (11,349)
Effect of nti~est treatment 6,118 11,425
Taxatior—arising on 1axable profit {24) (24)

As restameC 52 52




FAZAKERLEY PRISON SERVICES LIMIEL

NOTES ~C THE ACCOUNTS - 31 DECEMBER 1998 (CONTIN JED)

OPERATING PROFIT

The comp=ny 1ad no amployees during the year otter ‘han the directors. No remuneration was

paid to the=di ‘ectors in r2spect cf their services tc til company.

The audit 2ei respect of the conpany was £10 5m0 (1997 - £11,200) for the year. The auditors
also receiwec siemuneration for other services totall 1g £1,706 (1997 - £7,500)

Operating ease expenciture incurred in respect of ther leases during he ye-r was £1,000 (1937 -

£1,000).

INTERES™ FAYABLE

Interest p=yatle on shcrt term 1>ans
interest p=yaltle on lcnyg term lcens
Amortisat ywof debt issue costs

Bank inte est receivabdlz
Interest o= contract debtor

Interest tmrss erred to contract debtor

TAXATICN

UK Corp retion tax at 31% (1697 - 31%%)

1998
2000

106
3,573
66
3,745

(638)

8,107

£7.055)
1,052

1997
Restated
£000

5,870
64
5,934

(64)
(152)

5,718

(5.712)
6

1997
Restated
£000



FAZAKERLEY PRISON SERVICES LIMITED

NOTES MO THE ACCOUNTS - 31 DECERBER 1998 (CONTINIJED)

DEBTOR=

Amounts mue within one year:
Other dentars
Contrac—debtor

Amounts |ue in more than one year:

Contrac debtor

CREDITCRS

Amounts aling due wihin one year:

Trade c=ecitors
Accrual : and deferred income
Corpora&icratax payaile

Bank borowisgs

Amounts-falli ig due n more than one year:

Bank ba=rrayevings
Less: issue costs

Accrua 5 ard deferred income:
Other lwans

£6,479
1,118)

85,360

1997
Restated
£'000

1997

Restated
£'000

2,346
327
24

2,697

£'000
90,500
(1.250)
89,250

349
7.000

96,599

Bank bo -owsngs relat2 to a te'm loan facility totaling £90,500,000 granted Ey a group of banks.
The comany has an additional working capital fe=ility of £3,000,000 of which £1,000,000 is being
utilised = 3 Decenrb<r 1998. Loan issue costs Bave been offset against b ink borrowings and are
being armorii sed over -he period of the facility as Fart of the finance cost in eccordance with the

provisiors of Financial Report rg Standard 4.




FAZAKER'.EY PRISON SERVICES LIMIIELC

NOTES ~O THE ACCOUNTS - 31 DECEMBER 1998 (CONTIN JED)

CREDITO 1S {CONTINUED)

The loan fici iy is repayable in Hirty-four six mortry irstalments commencing on 15 June 1999.
interest is :haged on amounts 3rawn under the fawlities based on the floatin j LIBOR rate. The
company Bas :ntered into swap agreements with Eankc of America and ABN amro in order o fix the
interest ra 2 n18.0595% applied fo draws of £82 670,400 on the facility to 15 December 2005. The
term loan s working capital facilities are secured »y a fixed charge aver all easehold interests,
book debt , project accounts arc intellectual propesty of the company and by-a floating charge over
the compa1y's undertakings and assets.

The other oar balance of £7,0CC,000 relates to fur-is advanced by Group 4 Tarmac (Fazakerley)
Limited. Croup 4 Tarmac (Fazakerley) Limited hasin turn received correspo wding loans from its
shareholdzrs in propert on to tha r shareholdings

PROVISIONS FOR LIABILITIES AND CHARGES=

No deferr «d tax has bezn proviiad in the accourtss The full potential fassetyliability at 30% is £Nil
(1997 - £ril}

SHARE CAPTAL
1998 1997
Authoriset:
Ordinar=shares of £1 each £100 £100
Allotted e=d issued on incorporztion:
Ordinar=shares of £4 each £100 £100
PROFIT \ND LOSS ACCOUNT
£'000
At 31 De=emper 1997 as previbusly stated (11,349}
Prior yee= axlustmert see notz:1(6)) 11.401
At 31 De=ember 19€7 - restated 52
Profit in nercial year 1,127
At 31 De=e rber 1998 1,179
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FAZAKE RLEY PRISON SERVICES LIMIT=D

NOTES EBO THE ACCOUNTS - 31 DECENBER 1998 (CONTINUED)

OBLIGATI )NS UNDER LEASES

The competyhas enterad into operating leases anchas annual comniiments under leases

expiring assfo lows:
and and buildings

~908 1997
2000 £'000
After five yma s 1 1

COMMITMEFITS

Under the erts of a contract with Tarmac Constru- lion Limited dated 20 December 1995, the
company i cxnimitted ta payments totalling £7,0 32000 for major mair-enance works over the
remaining o 1ract term.

An operatmg =greemen: with Greup 4 Prison Serviess Limited was sicred by the company on

20 Decemmwe ' 1995. The company is committed -0 ray fixed and variable fee s to Group 4 Prison
Services L_mit=d based on the rumber of availab e risoner places for the renaining contract term.
Payments n the year ended 31 December 1998 vee £12,181,312 (1£97 - ££26,636).

RELATEC PARTY DIS CLOSURES

In additior—tate contracted commitments set ok ncte 11 above, Group 4 2rison Services
Limited provid 2d admin strative nd technical servi es to the company duringthe year at a cost of
£135,335 19€7 - £34,784). Sin lar services were rovided by compznies re ated to Tarmac (PFI)
Limited at a wost of £82,463 (1997 - £75,503).

PARENT JMDERTAKINGS

The comp=any is a wholly owned subsidiary of GroLs 4 Tarmac (Fazakerley) .imited, a company
which file= comsolidated financial statements in En=land. The share cepital of Group 4 Tarmac
(Fazakerl y} Limited s held fifty percent by Tarma (PF1) Limited, whch is registered in the United
Kingdom, i1 the othe fifty pe ‘cent held by Grou=4 Prison Services Limitec, a company
incorpora 2¢ in the Uni‘ed Kingdom.




