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Sharcholder mnformation

Christian Salvesen is a major
European business employing some
13,000 staff in seven countries.

We manage outsourced logistics for
manufacturing and retail customers
in the industrial, consumer and
food sectors, working in partnership
with them to transform their supply
chains and optimise inventories.

B

We have some 200 sites across
Europe and will continue to expand
our reach through organic growth,
partnerships and joint ventures. !




Making the
business work
harder and smarter

Why do our customers choose
Salvesen? Because we do more than
just move goods around efficiently.

By properly understanding what drives
their business, we find ways of making
their supply chain work harder. And
smarter. So that we can provide tailored
solutions that add value for our
customers — and for their customers.

As a result, we're successfully growing
our relationships with our existing
customers — as they discover what we
can do for them, they want us to do
more. We're going where they want
to go, extending our specialist expertise
throughout the iength of their supply
chains. And we're bringing state of the
art technology to the entire network.
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Growing

our customer
relationships

There's no better sales prospect

than a satisfied customer. Take French
hypermarket retailer Carrefour, for
example. We began with a single
contract and the retationship just keeps
growing. We now provide logistics for
the company - and subsidiaries ~ in
France, Spain and Belgium. And our
Support Services business has been
brought in to develop and operate

a reusable bulk container system for
transporting and displaying fruit and
vegetables - the service went
nationwide across France last year.

Our relationship with glassware
manufacturer Rockware is long
established. We even designed the
unique Wingliner trailer for it, to
increase productivity and eliminate
breakages. So when its parent company
acquired Redfearn, we were the natural
choice as logistics partner — the contract
began last year.

And our national distribution
partnership with Goodyear Dunlop
which is based at the extraordinary
Tyrefort ~ the UK's No1 tyre distnbution
centre, with capacity for in excess of

a million tyres. Operating the site as

a shared-user facility linked to our
network has allowed us to target other
tyre companies — starting with a national
distribution contract from Continental
Tyres which is scheduled to begin in July.

62  Chriuan Savesen PLC Annual Report 2006




Going where
our customers
want to go

Supply chains are getting longer.

When it comes to sourcing components
or manufacturing, our customers now
go shopping worldwide. But they want
their supply chains to function smoothly
and seamilessly, as if their suppliers

were just up the road, not thousands

of miles away.

We're no strangers to tricky global
sourcing. For example, we operate British
Airways' award-winning Perishables
Handling Centre at Heathrow, which
gets food across the world from farm to
supermarket in under 24 hours - sorted,
packed, labelled and priced. And by
forming our Holistica joint venture with
APL Logistics we can now offer global
reach to all our customers — with the
levels of inventory visibility that they
need along every link in the chain.

As part of our growth strategy, we've
resoived to go where our customers
want to be. Holistica gives us long-haul
strength, particularly in the Far East.
We're also exploring partnerships closer
to home, in areas such as Turkey and
Eastern Europe that are increasingly
important to our customers.
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Bringing state of
the art technology
to the entire

network

Our customers don't want pockets
of excellence. They want consistently
high service standards wherever we
do business with them. The more

we do for them, and the further
afield we do it, the more this matters.

That's why they attach such importance
to our in-house engineering and IT
expertise. They know we're up to speed
with RFID, voice and light picking and
GPS tracking. They know we've
developed industry-leading systems such
as SHARP consignment management,
SHARPnet online track and trace
technology and the BACTRAC reverse
logistics system. Most importantly, they
know we have the skills to integrate
our systems with theirs, and to create
tailored solutions that meet their

needs exactly.

We're constantly enhancing our systems

and investing to ensure that they operate
seamlessly across our entire network. That's
what enables us to provide the cost and
flexibility benefits of shared-user operations
with the service standards and reliability that
customers associate with dedicated operations.

Our IT skills are matched with engineering
expertise. So, for example, we've developed
unique dual-temperature trailers for

Douwe Egberts. We're currently designing
warehouse automation for Next and water
conservation systems for Tesco's traywashing
centres. We are also improving our own
productivity and keeping our own costs under
control with a variety of advanced route
planning and energy conservation projects.
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Group at a glance
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] Operating profit £7.5m | | Operating profit £13.2mM vetar exceptony ams |
| Employees 5,149 | | Employees 7,724 |
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| These businesses provide transport | | These businesses provide |
and warehousing for a wide range | | outsourced supply chain operations

|

| of industrial sector customers. | | for the food and consumer sectors, |

| We operate shared-user networks for both manufacturers and |
in the UK, Iberia and France, and | | retailers. They offer both dedicated

| also operate dedicated warehousing | | and shared-user solutions across l
and transport fleets for customers’ N Europe, including temperature *

exclusive use. We are expert in the controlled storage and distribution. |

] transportation of hazardous loads. | ,
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Financial summary

Tumover

© £820.7m! £8055m +1.9%

Profit before tax

£156m'  £132m  +182%

l_ﬂ\djust_ea proﬁt_before tax*

£15.4m| f£166m  -72%

Profit after tax

£11.8m, £10.7m  +103%

Dividends per share

4.46p: 404p +104%

365p.  3.65p -

Eree cashfiow’

£11.6m! £277m -£16.2m

*Before exceptional items
tFor definibon see note 28 on page 65
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Chairman's
statement

David Fish
Chairman

10

|
| As we reap the benefit of the past |
I year's business wins, we expect revenue |
| &rowth to accelerate through the new !
| financial year. i
I
I I
I |
| I
|
| I

Christian Salvesen performed 1n hne with expectations during

the year and made guod progress on a number of important fronts
We increased revenue for the first time 10 several years and we
continued to 1wcrease new business wins while cenewing existung
conwacts and redxing contract losses. Eamings per share improved
by 10% as a result of our ¢fforts to ehminate exceptional charges
that have held back results i recent years.

Despite the fact that margins reman under pressure, all of our
businesses made progress with the exception of UK Transport,
where we posted a loss,

We made further progress in reshaping the business to address the
reahiies of today’s rading environment Producuvity and efficiency
are improving, but to achteve real profit growth we muse increase
sales revenue sipnasficantly, That 1s now our primary challenge.

Qur dnve to restore sales growth, begun some two years ago,
has brought a stcady wncrease 1n new business wins. During the
year we won contracts worth some £120m, on top of £110m n
the previous year. The contract pipehine s healthy, with a good
proportion of the larger deals that we particularly want to win
At the same nme, our rencwed customer focus has sharply reduced
contract lusses — down by almost two-thuds from the previous
year. We maintained our hagh success rate in contract renewals,
retaining some £90m in conwracts that fell due for rencwal,

a rerennion rate of well over 90%

We will have to wait a hntle longer to sec the real benefit of this
sales success as there s often a delay between winning a new
contract and the start of profitable operations. In the meannme
we have been mnvesting 1n our teams and facilines to meet our
customers’ requirements,

Finanaial highlights

Reporung under International Financial Reporniag Standards for
the first me, we increased sales by 2% to £821m, Net earnings
grew 10% to £11.8m, despite the operating profits before
exceptional charges being lower.

Qur businesses are now grouped into twa overall sectors Food
and Consumer, and Transport, Revenue in our Food and Consumner
businesses was down 2% but operatng profit before exceptional
1tems rose 16%. Our Transport businesses increased revenue by
6%, but operaung profit was down 26% as substannial advances
in France and Ibena were offset by losses i the UK.

Free cashflow was £11.5m compared to £27 7m 1n the previous
year and year-end debt remamed unchaoged at £94m after
payment of dividends

Dividend

The board 1s recommending a final diwvidend of 2.45p per share,
making an unchanged total of 3.65p for the year. The dividend
1s covered 1.2 umes by net eamungs, an improvement from the
1.1 tumes 1n the previous year The board continucs to believe
that this 1s a sustamnable base level for the future

The final dividend wall be pard on 31 August 2006 to sharcholders
on the register at 4 August 2006,

Pensions

Pensions remain an important i1ssue in the UK. The UK defined
henefit scheme 1s now <losed to new employees and we have
mncreased the contnbution rate for exasung employee members
10 help manage the defict and mamnvain exsting benchits,

With around 80% of the scheme assets invested 1n cquunces,
it was a good year for mvestment returns. Howcever, this was not
suffwient to offset the added cost of mureased hfe expectancy and
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the lower discount rate used 1o value the habilities, and the year-
end deficnt increased by £10m to £73m. Our assumptions on life
expectancy reflect the most up ro-date actuarial ecshmates,

Strategy

Qur new Chief Executive, Stewart Oades, joned us from Exel

w May 2005 His strategic review confirmed our belief that the
business 1s fundamentaliy sound Chrisnan Salvesen has a powerful
brand and a strong presence i sub-sectors with good growth
prospects, Qur strategy 15 therefore to build on these strengebs,
focusing on our target market segments 10 rejuvenate the business

We are sharpening our focus on our two core activities — ransport
services, and food and consumer logisuics — and have organised
ourselves around them W are working harder to leverage our
existing customer relatronships, to improve account management,
to work more effecuvely with colleagues across the Group, to win
larger, more complex contracts that wvolve signifiant icvels of
value-adding services, and to secure new parners, As part of our
focus on core logisties activities we will contmnuce 1o monitor the
performance of the UK frozen vegetable business.

Many of our customers are working increasingly closely wach
overseas manufacturers, partcularly in the Far East, and integraung
them into cheir supply chains. This ime last year we idennficd the
provision of integrated end-to-end logstis solutions as an
important priority for us and we arc delighred that we have now
formed Holistica, a jount venture with APL. Logistics, a lvading
global freight management company,

We are becoming a leaner and more responsive business with

a flatter structure We clearly recognise the need for conunuous
improvement and are driving efficiency within our businesscs
through investment i our people and modern technology to help
us improve our productivity.

We arce also aware of the balance sheet geaning and the board 15
examinig ways 1o make capital avarlable from the exwting assct
basc to support our plans for renewed growth,

Operanonal highlights

We achieved good contract wins in a wide range of sectors, It was
encouraging to sce how many of these resulted from building on
existing austomer relanonships — a key element in our growth straregy.

By way of example, 1n the UK contractual negotianons are almost
complete for our appowntment by Goodycar Dunlop to operate its
Tyrefort navonal distribution centre 1n addition to the outbound
transport that we already provide. We are also 1n negonianons with
Conunental Tyre Group to relocare to Tyrefort to take advantage
of the more cfficient warchousing and national distnibution we

can offer there. Separately, we built on our relanonship with

Fr———————— —— — = — -
| I 1 ,1

I

|

|

| the year, on top of £110m in the

|
I
I
I
We won contracts worth £120m during |
previous year. :

|

i
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>90%

|

I

I

|

| We retained some £90m in contracts

| that fell due for renewal — a success rate
| of well over 90%.

I

I

glassmaker Rockware to win a warchousing and distribuuion
contract from 1ts sister company, Redfearn.

In conunental Furope we conunued to grow our relationship with
Carrefout, winming contraces to delwer chelled products i nosthern
and central Spain. We won a major warechousing and distribution
cantract for Nestlé lce Cream in Belgium, and our French Transpont
buuness renewed contracts with Avery Dentuson, Bosch, BP,
Condat, Michchn and Total Qur strategy to extend our successful
Support Services model onto the Conunent 1s making excellent
progress and we have a numbet of promising projects in the pipelme.,

We expect our markets 1o remain competitive for the foresecable
future. Pressure on pricing will not go away, and we will reman
sensitive (0 any wncreases in our costs. Durng the year, we faced
further rises mn fucl costs. In the UK and France we were broadly
able to recover these frum customers; but this has been harder
in Spamn, and margins suffered as a result, This problem has
affected the whole industey w Spawn, and led to a short naconal
strike in October.

People

In September 2005, logrstics and wransportanion consultant Alain
Poinssot joined the board as a non-executive director. Alan further
cnhances the board’s continental Furopean outlook. His wealth of
logisucs experience includes running Geods, a leading European
transport and logistes company, as Chairman and CEQ, and nine
years n charge of the freight division at French rail company SNCE

In Apnl 2006 we welcomed Mark Morns as a non-executive
direcror. Mark was previously with Sytaer Group and brings strong
fiancial and commercial skills which will be highly relevant for
the industry in which we operate,

In July 2006, both Peter Cawdron and Dr Antome Ldelman

will retire from the board after over cight years as non-executive
durectors. We thank them for theur contnbutions through a period
of considerable change.

We have already strengthened the management ranks wath

a number of external recrurts and this process will conanue,
Our restructunng and recruitment process has had imphcations
for our colleagues throughout the business and we have made
great demands on people at all levels. 1 am grateful to them for
their tremendous response: everyonce in the bustness can take
pride in the progress we are making,

Qudook

We anticipate no change to the challenging markets we operate nn
In parnculag, contnuing high o1l and unlity prices will add pressure
to any negotiations on priing Competitive pressure will also
connntue — but the ongong consolidation of the market and clear
focus by our own people should result in more wnvitanons to
participate in tenders 1n our chosen market seczors.

The progress that we are making should be increasingly evident
this financial year. As we reap the bencfit of the past year's new
business wins we expect revenue growth to accelerate through the
year Qperating profic wili follow suit, but more slowly because
of continuing investment for new contracts and the need to move
quickly to conunue serengthening our business development
capability. The inpact of higher interest and effective tax rates
will affect the tmprovement 1n overall Binancial performance,
which will be weighted towards the second half.

1"



Operating review

Stewart Oades
Chief Executive

| The focus of our strategy is on restoring

| growth. | am pleased with the progress
we have made across all our business
units during the year.

r________
I
|
|

This 1s my first annual report as Chief Executive of Christian
Salvesen. Since joming the business in May 2005 I have been able
to get to know the business and to review 1ts business strategy.

As 1 visited our business units to complete my farmuhiansanon

1 found a business with great strengths 1n its key marketplaces,

a strong brand with a reputation for quality, and peopie with a
tremendous will to succeed. Tt s clear that in recent years Salvesen
has lost the habit of growth and a number of our business units
have heen required to revisit therr tradinonal strategic focus as a
result of changing market condions However, Chnistian Salvesen
remains a fundamentally sound business. Qur task 15 to rejuvenate
1K, set a clear strategy for each business unir and gee it back into
the habit of continual development and growth. That 15 now our
clear focus and 1 am confident that we can succeed.

Strategy - rejuvenanng the business

The key focus of our strategy 1s on restoring growth. I am pleased
with the progress we have made across all of the business units
during the year

Before Christmas we detailed our strategy and the orgamsational
changes to support 1t. We concluded that 1t was appropriate to
organise our business around service and sector groups and now
report our business as either Food and Consumer or Transport.
We also idenufied a number of specific strategic principles

We will target our business unuts to occupy the most attractive
segments where we can deliver value for sharcholders and
customers and progressively we will eliminate activities that
do not create value

We witll aun particularly (o grow throughout contiacntal Europe.
This 15 a large and expanding market in which there are as yet no
domunant players. We believe that the consobidanon that 1s taking
place 10 our markets makes Salvesen an attractive partner to
companies that value our personal touch and accessibiity — and
we remawn big enough to excel 1n our chosen markets

Qur markets will be pan-Europcan, but we do not need to expand
into new geographies solely by acquisition We will go where our
custoraers want us 1o be — including areas such as Turkey and
Fastern kurope, where they are increasingly sourcing their
manufacturing. We intend to do thes through parmerships and
joint ventures — an approach we have already used in forming
Holistica to provide scambess management of global supply chains,
particularly those involving the Far East. We will analyse our
expansion opportumnes carefully and with due regard to our
financial and managenal capabihiry,
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The consolidation taking place in our
markets makes Salvesen an attractive
partner to customers that value our
personal touch and accessibility — and
we remain big enough to excel in our
chosen markets.

We have adopted a flatter, more devolved structure with seven
business unts reporting into a more streambined centre. The
reorganisation has involved one off costs of £2m but will deliver
annual savings of around £2m that we have already begun to
reinvest 19 markeung and business development. We are staffing
to meet customer demand for high levels of sector knowledge
and greater innovation and collaboranon,

it 1s encouraging to see so many high calibre candidates wha are
keen to contnbute co the delivery of Salvesen’s future strategy.

The leaders of our operational unuts are incentivised to create high-
performance, entrepreneunal businesses with the ability to respond
quickly to customer needs. At the same time we are enabling and
encouraging them through sector focus to collaborate more
effectively - sharing best practice, co-operatng on markeung and
new business, and working creatively on developing new customer
propositions and key account management.

We have partucular strengeh in shared-user platforms backed by
advanced 1 systems. We will use the flexability and cost benefits
of these platforms to develop innovative and precisely tailored
suluttons for customers. We will build on our positions in
transport and food and consumer logisucs, and on our strength
10 sub-sectors such as temperature-controlied networks, reverse
logistics and support services.

We arc putting greater emphasis on winming larger-scale contracts
mvolving value-adding services. We have a real competitive
difference to offer in this area, with a strong understanding of
customer 1ssucs 1n our key sectors, highly adaptable networks,
and considerable 1n-house experuse in I, vehicle and warehouse
engineenng, automation and cold storage.

Given these strengrhs, we have tremendous opportunities to
broaden our relanonships with existing customers by vormung
forward with innovative proposals for cahancng thewr business
performance. In the past year we have made good progress in
marketing additional services to our customer base, but there
15 sull much more we can do

By playmng to our existing strengths we can revitalise this business
Across all the sectors we serve, customers face huge pressurcs to
enhance their own service to customers while dnving down thew
costs sall further. We see thus as an oppormumty cather than a
threat, because Salvesen s well-positioned to offer them real
solutions. We wall adopt a highly commercial and flexibie
approach to meertng their needs

Opcravonal review

Overall revenue increased by 1.9% from £805 Sm to £820.7m
Operaung profit increased by 15.5% from £18.1m to £20 9m;
excluding exceptwonal stems, operating profi ceduced by 3.7%
from £21.5m ro0 £20.7m.
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Food and Consumer scctor

This sector includes the UK and European bustness units, as well
as our Support Services and Salvesen Foods operations. Although
overall revenue declined 1.9% (o £412.3m, cificiency improvements
n both the UK and mamland Europe increased operanng profit
before exceptional items by 16% from £11 4m to £13.2m.

bk _
Year to 31 March 2006 2005 Change

Total revenue  £163.6m  £174.6m  6.3%
Operatng profic  £47m |  £48m  -£0.0m
Operating margm 28% ° 27%  +01%
Yearcnd capital cmployed  £36.4m  £32.3m  +£4.1m
Return on capital cmployed © 12.9% © 14.9%  -2.0%

Revenue dechined by 6.3% overall, as a reduction in dedrated
logistics business was only partually offser by good progress in

the temperature controlled business, The dechne in dedicated
operauons was duce largely to the loss of two major contracts

in the prior year. A significant expansion of our Rockware husiness
and a new contract with Weightwatchers will make some redress
this year The cold store network continued to forge ahead,
bencfinng from last year's wins including contracts from
Masterfoods, Asda and Vamux, a manufacturer of frozen pastries.
The contimued debvery of secior-leading service levels in our frozen
storage and transpartation business has secuced further
improvement in the new bhusiness pipelne.

e )
| By playing to our existing strengths :
: we can revitalise this business. We will |
, adopt a highly commercial and flexible |
1 approach to meeting customer needs. ;
1

| |
|

| |
‘ |
| 1
| 4



Operating review

Qverall aperating profit, before exceptional items, declhined by 2%,
primarnily as a result of the lost contracts n dedicated operations.
The cold store network achieved its best margins for some nme
through a combination of cost reducuion and increased warchouse
utibsation,

The conunuing consohdanon of the UK food and consumer sector
18 creating new opportumaes for us. Although some of the largest
retarlers are taking their dedicated warchousing operations in-house,
they are enlisting us to manage their more specizhst activines.,
Other retailers are looking for lower-cost solutions and are keen

to consider shared-user solutions where we can reduce therr fixed
costs by using our own wfrastructure and customusing our systems
and nerworks to match their needs.

‘The frozen storage market 1s sull suffcring from excess capacity.
But this 15 being eroded as price compenuon drives out weaker
players and regulauen ehiminates older facilines using
environmentally unfniendly refngeranss. Virtually all our capaaity
15 already comphant - a valuable competitive advantage when high
encrgy pnices are wcreasing the cost pressures on all players.

The formation of Holistica, our joant venture with API Logisixs,
enables us to meet growing demand from our customers for a
single supplier to manage supply chains that now reach around
the globe, The venture also gives us access to APLs customer base
and APL access 1o all our facilwies 2cross kurope, We have alceady
secured 1ts first business win, handlng some import volumes for
Marks & Spencer.

We continue to invest heavily in
developing modemn information systems
which support high levels of customer
service and productivity.

During the year we formed an ccommerce fulfilment pacmership
with Venda and Parcelforce Venda provides web based order
systems for UK retailers including Mothercare, the BRC and
Tommy Hilfiger. We have Linked our Ulnma warchouse system to
Venda's order system, with Parcelforie providing local delivery of
packages throughout the UK. We signed clothung retailer Mackays
as our first customer in February and have a significamt pipehine of
<ales prospects Together with our existing ecommerce operanon
for Marks & Spencer and the recently won Weightwatchers
contract, the new venture gives us a stgnsficant presence in
ccommerce fulfilment.

Given the past yeac's good new business performance - including
an extension of our activitics with B&Q and new contracts from
Rockware/Redfearn, M85 Direct and Weightwatchers and no
stgmificant contract losses - we look forward to further progress
this year.

Year to 31 March 2006 2005 Change
:l'ogl ;rcac— - __'_}?;;n_ - E}l_;m_— ‘_:57_3;_
Operatng profic. ~~ +  £3.8m | £3.6m  +£02m
Operating margn . 67% :  7.0%  -0.3%
Year-end capreal employed t £18 Im ¢ £17.7m  +£04m
Return on capital employed }  21.0% | 20.3%  +0.7%

Our Support Services operanon has built a strong business in
the UK and 1s working hard to do the same on the Continent

It specialises in the management of reverse logisues; in parucular
reusable supermarket distnbunion trays, automoave emballage
2nd management of packaging waste. Revenue grew by 2.3%

as a resule of new business wins and the continung expansion
of custing contracts.

We opened our largest service centre to date - a partly automated,
envuonmentally fiendly facthity in Peterborough, which 1s capable
of processing over a million trays a weck for Tesco. Business wins
during the year included a new contrace from Argos, a front-of-store
waste recovery and recyching scheme for J Samnsbury, management of
the UK's entire bakery tray fleet and the extension of our Carrefour
contract to provide national coverage of potato merchandising
units iIn France. We have recently announced an addinonal contract
with Tesco for management of reusable flower containers

We continue to refine our industry-leading COMET and
BACTRAC IT systems and are secking partners to help us pursue
opportunities arising from the new Waste Llectrical and Electronic
Equipment legislation n the UK and France Recent developments
inciude the vse of COMET with B&Q 1 the UK and the
management of wooden pallets in Spain

This business 1s a fine example of operational excellence, thorough
sector knowledge, strong technnal skaills, continuing systems
investment and service focused on demanding customer
requitements. As a result, we expect it to deliver strong growth

n the future, both m the UK and continental Furope.
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We can drive down customers' fixed }
costs with our shared-user infrastructure, t
customising our systems and networks |
to match their needs. |
|
|
!
!
|
|
|

Salvesemtoods _ _ __ _ __ _ _ _ _ _______
Year to 31 March 2006 2008 Chanpet

Towlrevenwe  £391m < £4lSm  -S8%
Operaungloss ¢ £02m) ©  (£1.5m)  +£13m
(d)_p;a;ng‘_rr;rg_md_ ST (_0;%:}—;_ d_(3_.6d‘£ )_ TN3%
Yearend capital employed . £20.0m © £180m  +£2.0m
Retwrn on capical employed ~ (1.0%)  (8.3%)  +73%

The UK frozen vegetable marker remains diffult and Salvesen
Foods did well to improve margins i an unsustamably-low pricing
cavironment Despite a 5.8% fall w sales st recurned o near-
breakeven. It substannally increased 1s control of UK raw materal
supplies and built signifiant capabibty i imported produce. As a
result, we have been able to secure some significant price increases
for the comung contract year and thercfore expect to sec improved
results during this financial year

New bustness wins ux [uded contracts from the Co-op and Hewnz,
exclusive supply of vegetable mixes for Tesco and the vperation’s
first contract with ] Sainshury for aver five years New product
introductions included microwaveable steamed vegetable mixes for
Tesco, Somerfield and Waitcose and new frozen fruit ranges under
our own Ross label,

Matnland Furope

Year to 31 March 200¢ 2005 Chingr
Total revenue CE1S3im | £1523m  +0.5%
Operatng proft | £4.9m £4.5m  +£0.4m
Operaung margn ~ * 3.2% ' 3.0%  +02%
Yearcnd capital employed | £27.6m  £27.Im  +£0.5m
Retwrn oo capual employed  17.8% ;| 16.6%  +12%

Although revenue remaned flat overall, operating profit wncreased
by 8.9%, driven by aperanonal efficiency wn Benelux and Ibena,

In Benelux we consolidated our posiuon with many existing
customers, particularly retailers Albert Heyn, Carrefour and
Delhasze, Operaung profic was up sharply, led by smproved
cfliciency 1n frozen and «hill operatons, despite conunued price
pressure and disruption caused by the modermisation of our Veurne
depot. New business wins included warehousing and transport
contracts for Nestlé Ice Cream in Belgium and Fiorucer across
Benelux, and cross docking and distribution for Bakkersland

and AVIKQ in the Netherlands.
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Revenue n France grew modestly despite the lack of growth

1n the food retad] market and the loss of the large Go Sport contract
n the previous ycar, The rapid growth of the hard discounters
appears to have stabilised, giving them almost 20% of the French
retail market, but we are sull seeing growth with our non-discount
retaul customers, in catering and i frozen foods. Operanng profu
was below expectavons and further reduced by reorganisation
costs at the Lille depot and the French head office. We have
strengthened the management team and our ongoing programine
to enhance opérational efficiency mcludes umplementanon of our
SHARP rransportaton managernent system at all sites,

In Iberia, where the temperature~controlled market 1s sall growing
at around 10% a ycar, our joint venture with Danone continués to
prosper. Our dnive to win additional contracts from third parties
achieved a 23% uplift in non-Danone bustness, Second-half
performance benefited from the start of a new contract from
Carrcfour for dehiveries of chilled products from Madnd across
northern and central Ibena and we are targeting further srong
growth in thard-party business chus year,

QOur customers face huge demands to
enhance their service while driving down
costs. This is an opportunity for us
because we can offer them real solutions.



Ogperating review

Transport sector

Thus sector comprises business unies m the UK, France and Iberia.
Overall revenue increased by 6% to £408.4m in the year duc to
the growth in continental Europe Good uplifts in operanng profit
from France aod Ibcria were not cnough w offset a sharp fall in
the UK, and overall operating profic before exceptional items was
down 26% from £10.1ra to £7.5m.

Yerwn Mah e 2005 Chung
Totalrevenue L £is56m  £155.3m  402%
Opecatimg profi/{loss) ¢+ (£1.7m) - £2.6m  -£d3m
Opcratng margn  (1.1%) . L7%  -28%
Year<cnd capital employed * £38.4m . £41.7m  £3.3m
Rerun on capial emploged  (44%) 1 6.2%  -10.6%

Revenue was flar, with a reduction in volumes offset by some
modest improvements in pricing and the unpact of fuel price
increases that were passed on 1w customers n full. These
improvements were achieved despite continuing prae pressure
from customers - partiularly in the automotive sector, which
cusrently represents some 42% of revenuc.

Our operatng result suffered from under-recovery of nsing labour
costs and lower customer volumes through our core pallet network,
where we have relatively high fixed costs. This business 1s haghly
operauonally geared and growth will be a critacal challenge n the
comng years. After a very difficult start following the loss of a
number of key customers at the end of the previous financial yeas,
we have added some new contracts and our sxasting customer
retention rates have remamed high.

We are increasmg our focus on a number of new sectors including
the building, packaging, healthcare and high tech sectors that will,
over tume, dilute our rehance on the automonive industry. Qur
might and day nerworks dehiver 1o the UK high streer daily and we
are tarpeting network logistics users, including non-food retulers,
for whom our strong network and systems present an opportunsty
to chminate fixed costs while sull enjoying hagh service quality and
visihility of shiproents.

| We are enabling our managers to |
| collaborate mare effectively — sharing |
{ best practice, co-operating on new }
| business and waorking creatively on ‘
| new customer propositions. |
| |
| |
'I |
|

| |

To drive the business forward we have appownted 2 new managung
dicectog, Stephen Hayward, with extensive expenence of the UK
parcel and pallet actwark markets. A numbere of other key
appointments have been tmade ro restructure the business and give
carly momentum to our development and improvement plan.

This year the busiress will benefit from new contracts with Daiken,
Exide, General Motors, Myson, SCA Hygiene and Walsh Western.
We also won important contract rencwals from Goodyear Dunlop,
Hobart, Lex Logisties and Paccar Parts. With Goodyear Dunlop,
we are also finalising negotiations 10 take over the management

of thor dedicated warehouse and convest ot to a more efficient
shared-user operation that has the potential to become an industry
platform for after-marker deliveries. Continertal Tyres has already
ndicated 1ts wtention to add its business and we have strong
wnterest from others.

This year we will complete major IT projects for incab driver
technology and rransport resource planming, which will eghance
both customer service and operanonal efficrency. We are also
mvesting in unproved management informauon systerns to help
us respond promptly to changes i the business.

From a very poor position at the start of the year we made
satinfactory progress in the second half, but this business needs
some re-engincering to meet today’s market needs

bbera _ _ _ _ _ _ _ _ _____________.
Yeas 1o 3 March 1006 1008 Change
Toulrevenue . £121.8m ¢ £109.6m  +111%
Operatng proft £35m  £22m <£13m
Operaung margm . 29% 0 T20%  «09%
Year-end capital employed® , £12.8m  £160m  -£3.2m
Return on capial employed®  27.3% ' 13.8%  +13.5%

Getposa, our operation sn Spamn and Portugal, continues to
steengthen. Like the UK transport business, w has been wocking to
broaden its customer base and dilute its celiange on the automotve
sector — which now accounts for about half of sales, compared
with about threcquarters three years ago. Last year of grew
revenue by 11 1% while improving operational efficiency and
conunuwng the programme of restructuring its owned fleet. As a
result, operatng profie tmproved by almost 60% despite increased
fucl costs, customer price pressure and industry strikes at both
national and regronal level. Connnuing high o1l prices will keep
pressure on the margins of all rransporr companies 1n this highly
competitive market.

Successful markening achieved strong revenue growth in the
consumer goods, construction, paper and graphic arts, rextles,
electronics and general industrial sectors Even in the automotive
sector we achieved $% growth despate production downturns,
principally by expanding relauonships wath exusting customers,

The paller distribution business grew by 27%, largely through a
dramatic increase in ught delivenies to retailers. These are relatvely
novel n Iberan retaling, enabling customers to avoid disruption
during store hours and improve working capital and sales turns
We are currently delivering at rught o over 200 outicts and are
adding addinonal outlets every month.
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We expect our Support Services business
to deliver strong growth in the next two
years, in the UK and continental Europe.

Warchousing was another success story, with a 17% ncrease 1n
sales producing 2 significant improvement i profitability. Virtually
all warchouses are now achieving excellent unhsanon kvels and
we arc expanding the faciliies 1n Valenciz, Madrd, frun and
Alcante this year.

Qrverall, we expect cantinued progress despite a very competitive
marcket and pricing environment.

France

Year to 31 March 2006 2005 Changz

Toalrevenue  £1310m ‘ £120Sm  <87%
Operatmgprofi ~ § f57m * Esom +foam
Operaiing margn 1 44% 4% o
Yearend capial employed” ] £154m T fi6am | Loem
Rerum on capual employed®  36.5% 1 32.7%  +3sh

Darfeulle, our French transport business, 1s the market leader in
ndustrial palletised freaght. It delivered anather strong pecformance,
with revenue up 8 7% Despite steep fuel cost rises, operanng
margins held steady at 4.4% due to increased volumes, improved
productivity and a stroug drive (o increase tanffs, Operaung profit
rose 7 5% to £5.7m

We conunued to buld on our market leading posinon and mcreased
share. Qur strong reputation for yuahity and service helped us
withstand fieree pricecutung by compeutors, and the broad ranpe
of our customer base ¢nabled us to absorb fluctuations i individual
sectors, Growth was particularly strong in the pharmaceuncal,
printing and chemical sectors.

Volumes from existing customers were lower, but this was offset
by good new business wins. Major new customers mncluded B Braun
and Merck {pharmaccuticals), Lever (cosmetws), Plasthom and
Rohm & Hass (plastics and chemicals), Alhibert, lnapa and La
Couronne {packaging, paper and envelopes) and ZF {automotive}
We expanded our relanonships with Akzo Nobel and Hutchinson
and rencwed contracts with Avery Dennison, Bosch, BP, Condat,
Michehin and Total.

Qur French business benefits from a high quahty nerwork - we
have replaced half of our depots 1n the past two to three years and
conunue 0 modermse. Last year we moved the Lyon warchouse

to larger premuscs and completed new depots at Mulhouse, Evreux
and Avignon. This year will see further replacement and extensions.

Qur French ransport business 15 an excellent business wuh strong
management and a clear business model. The new business pipeline
15 healthy and we confidently expect continued progress this year.
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Health, safcty and the epvironment

We are strongly commrted ro being a safe and responsible
business Concern for the wellbeing of our staff 15 a key element in
our dnve to be the employer of choke m our sector ~ parucularly
for HGV drivers, who continuc to be in short suppiy. To reflect the
importance we artach to health and safety, we have madc it the
first item on the agenda at all board, Executive Commuttee and
divisiona) board mectings.

Over the course of the year, we are pleased to report improvements
mn both absence and atiriion. We believe chat these data reflect
mproving employee morale and conunuation of these trends will
have a positive tmpact on our productvity

Qur reports on both our health and safety and environmental
performance for the last financial year wall be pubhshed on our
website at www.salvesen.com shortly.

Our peaple

Christian Salvesen has a proud, loyal and commutred workforce.
We recogmse that the qualiry of our people and their relanonship
with our customers can be a cnincal differentiator 1n our markets
and we are therefore commutted to umproving our recruitment and
traming at all levels to address skills shortages, improve customer
responstveness and maximse staff retention.

Ensuritg that we also crcate an appropnate working cnvuonment
and develop strong relationshups 2nd good communication across
all levels withun the business 1s crtical and we are investng m 2
programme called “One Team™ to make progress n this arca.

We are committed to continued
investment in both our people and IT to
maintain our reputation for quality and
responsive customer service.



Financial review

Julian Steadman
Group Finance Director

[ Geogzraphic split
~ sharc of revenue

1 Unied }Emgdom 50.4%
2 Contunental Furope 49.6%

1

—

Al 3

* Revenue up 1.9% to £820.7m

(2005: £805.5m)

* Reported profit before tax up 18.2%
to £15.6m (2005: £13.2m)

» Adjusted profit before tax and

exceptional items down 7.2% to £15.4m

(2005: £16.6m)

» Reported profit after tax up 10.3%
to £11.8m (2005: £10.7m)

* Earnings per share up 10.4% to 4.46p

(2005: 4.04p)

* Return on operating capital employed*
of 13.5% (2005: 13.9%)

* Free cashflow £11.5m (2005: £27.7m)

* Net debt at year-end £94.3m

(2005: £93.6m)

*Qperating profit before exceptionai items divided by net assets

excluding net debt, pension defict and tax provistons

-
Customer sectors
- share of revenuc

1 Food retail 44%
2 Automotive 18%
3 Consumer retal 6%

4 Paper and packaging 6%

5 Chemials 6%
6 Tyres and rubber 4%
7 DIY ) 3%
B lLubricancs 3%
|9 Othee 10%
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The results of the individual business units are described in

detail on pages 12 10 17 This s our furst annuat report under
Internanional hinancial Reporting Standards (IFRS) and prior year
figures have been restated on the same basis, Full detasls of the
impact of the Group transition to 1TFRS on the previous year’s
results are given 1n note 36 to the financial statements on page 71.
The key impacts are-

* Reported profit after tax improved by £4.0m due to chounaron
of goodwill amorusation offsct by recogmtion of new costs for
share based payments.

* Net assets at the year-end increased by £9.7m, primarily due
o eliminaton of goodwill amornsation and the proposed final
dvidend

Group overview

The Group’s market 1s the provision of third party contract
logastics in kurope The market 15 large and growth estimates range
between $% and 10% per annum. No one company serves more
than 15% of the total market.

The Group i organised pnmanly by sector and secondanly

by geography. The individual businesses are encouraged to be
entreprencunial within their own couantries,to co-operate with ther
sector colleagues for key account management and to share 1deas
and best practice.

Approximately 69% of Group revenue 15 covered by contracts,
with the average term approaching three years No one customer
represents more than 7% of Group revenue.

The customer basc 1s diverse and trades in many different sectors:
the two largest are food retail with 44% of Group revenue and
automotive with 18% of Group revenuc,

The Group's dedicared coneracts represent around 29% of revenue,
and these services are mamnly provided by assets thart are either
owned or underwritten by a parhicular customer. The remaining
71% of the bustness 15 shared-user: it has many different customers
sharing assets that are funded independently by the Group.

Revenue
Group revenue increased by 1.9% to £820 7m (2005: £805 5m}),
with mununal rmpact from changes 1n the euro exchange rate.

The Food and Consumer sector decreased by 1.9% and the
‘Iransport sector ncreased by 6.0%

Reported profit after tax

Reported profit afeer tax increased by £1.1m 1o £11.8m (2005:
£10.7m), with lower operating profits morc than offser by lower
exceptional charges.

* Opcraung profit before exceptional items was £20.7m
(2005. £21.5m)

* Excepuonal items contnbuted £0.2m {2005: £3.4m cost)
e Net wnterest costs were £5 3m (2005, £4.9m)
* Taxation was £3.8m (2005: £2.5m)

]
Shared-yser/dedicated sphit |
I ~ share of revenue

1 Dedicated
l 2 Shared-user
I

29%
71% 1

—
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Operating profit

Opcrating profit before exceptional items decreased by £0.8m to
£20.7m and resulted 1n a reduction 1n an overall operatung margin
from 2 7% to 2.5%. The impact of the euro exchange rate had
mummal effect on operating profit The overall return on operanng
capual employed (excluding exceptional wtems and goodwill)
reduced from 13.9% 10 13.5%.

Food and Consumer sector operating profit before exceptional
nems wcreased by £1.8m to £13.2m, prumanly due to ymproved
performance 1n our frozen vegetable business.

I'ransport sector operatng profit decreased by £2.6m 1o £7.5m,
duc to poor performance wn the UK business outwerghing the
mprovements 1n contnental Europe.

Exceptional items

Excepnonal tems had a small posinve impact on profus of £0.2m
compared 10 a nee cost of £3.4m 1n the previous year The current
year included a gawn of £2.2m from the sale of a UK property,
offset by £2 Ome of charges for restructuring as a resule of the
recent strategic review This restructuring is expected to deliver
annuahsed savings of approximately £2.0m, which will be used to
fund additional investment 1n business development. The prior-year
costs related to the closure of a size in the Netherlands, the
replacement of our chief executive and seathing a dispute with

a former customer.

Interest costs

The net interest charge increased by £0.4m to £5.3m {2005

£4 9m), reflecting higher interest rates and amortsanon of fees
following a refinancing campleted 1n Scptember 2005, The interest
charge 15 covered 3.9 umes by operatng profit before exceptional
items {2005: 4.4 umes). Future charges will reflect the ongoing
higher costs as a result of the refinancing,

Taxanon

The overall tax charge for the year was £3.8m (2005: £2.5m),
equivalent to an cifective tax rate of 24% (2005, 19%). The
exceptional profit of £2.2m on the sale of a UK property did not
give rise to a tax charge due to the availability of prior-year capital
losses that had not been included in the deferred tax provision.
The prior-year charge included a beneficial impact from the
settlement of Jaums from earher years, We expect the effective 1ax
rate for future years to reflect the mix of UK and overscas eamungs
and to mncrease over time.

Contractual split I
— sharc of revenue

1 Closed book
| 2 Open book

80%
20%
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Financial review

Dwidend

The board has recommended a final dividend of 2.45p per share
This brings the total for the year 10 3.6 5p per share, unchanged
from the previous year. The dividend 1s covered 1.2 nmes by net
carnings (2005 1.1 tmes).

Balance sheet

Group net assets decreased by £7.8m. The major changes were
a £10.6m decrease in tangible fixed assets, a £9.2m increase in
working capital, a £4.5m decrease m tax provisions and £10.4m
wncrease n pension habilines. The year-end working capital
position was £0.8m compared to a neganve £8.4m at the prior
year-end and, for most of the year, 15 considerably hagher than at
the year-end. The £9.2m increase reflects the nming of customer
payments and the impact of revenue growth in the final quarter
of the year together with £3.3m receivable for a property sale that
was reccived n early Apnl

There 15 a contingent asset of £1.3m represenning a refund of value
added tax in France as descnibed in note 35 on page 70. This 1s not
mcluded 1n the year-end balance sheet.

Pensions

The Group’s maiwn defined benehe scheme in the UK 15 now closed
to new employees. Dunng the year, a formal actuanal valuanon
as at December 2004 was completed and agreed wuth the scheme
trustces The valuation included the latest estimate for increased
life expectancy and the same assumptions have been used to
calculate the defiat under 1FRS

During the year, the total charge against operanng profit for the UK
defnied hencfit scheme reduced by £1 3m to £6.6m {2005, £7.9m).
This was prinapally due o lower net interest cost in respect of the
scheme deficat.

The yearend defiut increased from £62.5m to £72.9m. The Group
has recognused a deferred tax assec of £13.1m (2005: £13 lm) \n
respect of the defiat. The recovery in global equity markets during
the year was not sufficient ro offser the combined smpact of a
lower discount rate on corporate boads together with the new life
expectancy assumptions The scheme actuary has cakulated that,
with all gther assumpuons cemawng uachanged, a discount race
of 6.25% would chminatc the deficit,

Duning the year, the Group contnbuted £6.9m 10 cash, equivalent
to 16% of payroll. Following a review by the company’s advisers,
employee contnbutions for the majonty of employers were increased
from 6% to 7% 1n January 2006 and will increase 10 8% in

July 2006. The scheme expects net cash inflows for approximately
the next 10 years and the trustees have decided 1o mamtan the
existing asset allocation, with 80% invested 1n equines The current
funding rates are designed to climnate the acruanal defiat within
seven years.

Treasury policies

The financial risks anising from changes in currency and interest
rates arc managed centrally by the Group treasury deparmment
with policies that are approved and monttored by the board.

Foreign currency

The Group 15 exposed to fluctuations n the value of the euro.
Overseas trading results have been translated using an essentally
unchanged euro exchange rate of 1 46. The Group’s policy 1s to
hedge euro-denomunated profits.

Overseas balance sheets and foreign currency debt have been
translated using a year-end euro exchange rate of 1.43 (2005, 1.46)
with the impact of the change in exchange rates being charged
directly to reserves The Group's policy 15 to use euro-denomunated
debt as a natural hedge against the translanon of euro-
denominated assets. At the year-end the value of unhedged net
assers was small.

Cashflow

Free cashflow was £16.2m lower than the previous year at £11.5m
(2005: £27.7m). Cash spent on capnal expenditure of £18.8m was
£4 Om lower than the previous year (2005: £22 8m). The majonity
of the capital was for replacement of existing assets with a small
amount supporhng new contracts. There were no significant
wdividual projects.

Cash outflow of £5.5m for workng capnal contrasts with £6.5m
of cash inflow 1n the previous year. The working capital changes
are discussed abhove

The cash cost of dividends paid during the year was unchanged
at £9.6m.

Funding and capital structure

At the year-end, net debt was £94.3m (2005- £93 6m) and
represented gearing of 175% {2005, 152%) Excluding the pension
deficit and the related deferred tax asset, year-end gearing stood at
£3% (2005 84%). Net debt included £116.7m of euro-denominated
debe (2005 £126 0m), with the change 1n the year-end exchange
rates increasing net debt by £2.0m. The board 1s examuming ways
to make capital available from the ¢)usting asset base to reduce
geanng and to support its plans for renewed growth.

Liqudity and mterest rates

The Group has a syndwated banking faciliry totalling £157m,
which expires 1n Scptember 2008. The interest payable on this
facility 1 at floaong rates. The board believes that this facility

1s adequate to finance the working capital demands of the Group

Accounting standards and poliaes

The Group's accountmg policies, which became applicable under
IFRS, are sct out on pages 41 1o 45 and remamned unchanged
throughout the year.
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5!.!111“121"}' mcome siatement

2006 2005
Year to 31 March £m
Revenwe 8207 . 8055
Operaung profit before exceptional iterns - 20.7 215
Exceprional tems . 02 {3.4)
Interest T 53y @9
Twawon e o@s)
Profit for the financtal year d 18 10.7
Summary balance sheee

2006 2008
As ar 31 March £m £m
Intangible fixed assets ' 77.0 1 760
Tﬁg.bfﬁanssE and investmentss . 1437 1542
Efo;k—mgd(:;pu:ranz;ro;;on?_ __ _,_ o8 - (m
Tax T T T 0.4 4N
Netdebe T94.3), (936
Deferredtax 1 (139 (13.0)
Penston labihnes (net)*  {59.8) ;  (494)
Total net assets 539 61,7
Summary cashfow
Year e 31 March 20:: %
LBODA . 476 486
Workng capeal {55 65
lﬁrcﬁnd_mmalm T _ _(—IZT)q_ (7-4)_
Excepuonal costs and other ~ © (6.5)  (4.2)
Fixed asset rcespts and .
disposal of joint venrure , 71 70
Capual expendiure 4 (18.8)  (22.8)
Free cashflow 1.5 277
_Acq_u;lﬂs aﬁdﬁosaLT - _—{OF T (ﬁ)
Dwidends (9.6 196)
Net cashflow . 1.8 17.4
Forcign exchange ~  (2.00©  (39)
Amortisanon of bank fees o+ {05) (0.1}
(Increase)/decrease wn ner debe R (0.7} ¢ 134
*Nver of rrlaced deferred tax assct
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Board of directors

Stewart Qades §

Group Chief Execurive Officer from May 2005, Stewart was

a member of the Exel plc Execunive Board unnl October 2004,
As Chief Executive of Contract Logistics for the UK and Ircland,
his responsibility at Exel covered retail, consumer and industrial
logistics tn Europe, the Middle East and Africa, and the retail
sector worldwide. Previous roles include Managing Director of
Christian Salvesen’s food logistics operations from 1993 o 1996
and semior positions at Heron Distnibution and Safeway. Age §3.

Dr Antonie Edelman *4#

Non-executive director from February 1998. Antonie has

been Chairman of vlm, the Dutch Logisics Associanon His
35-year career with Unilever culminated 1n becoming 2 member
of Unilever's imemauonal Food Execuuve, with responsibilny
for supply chain management. Age 70.

Dr David ] Fish #¢

Chatrman from October 2003 and a non-executive director from
Ocrober 2002, Chairman of the Nomination Commuttee. David
was 2 member of the Mars Inc Operating Board from 1994

untl 2001 and Jomnrt President of Masterfoods Furope Previous
posiions with Mars include President of Snackfoods Europe and
European Vice-President roles in Marketing, Country Management
and Personnel. He 1s Chawrman of United Biscuits Group and a
non-executive ducector of Royal Mail Holdings Plc. Age 58.

Juban A Stcadman FCCA

Group Finance Director from November 2003. Julian was Group
Fnance Director at Biocompanbles Internanonal pk from 1997
untl May 2001 and Eyecare Products PLC from 1995 to 1997
Previous roles were with The Clorox Company in the USA and
with Procter & Gamble in Europe, Age 52.
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Lawrence R Christensen CBE DCL FILT FIMS *t#
Non-executive director from July 2004 and charrman of the
Remunerauon Commuttee, Previously Group Operations Durector
of Safeway plc wath responsibility for the supply chain, logistcs
and reraul operations. Jowmed the board of Safeway wn 1987 and
held a vanety of posts connected with the supply chain. More
recently Lawrence has been a member of the operating board of

J Sainsbury, where he was Supply Chain Director unul April 2006
and where he continues to act i an advisory role He was awarded
a CBE n 1999 for services to the freight transport and logistics
industnes He 13 a director of the Freight Transport Associanon.
Age 62

Mark Moms FCA *t#

Non-executive director from April 2006 Mark was

Managing Director of the Symer Group, a wholly owned
subsidiary of United Auto Group, from 2003 to 2005, having
previously been Finance Director of Sytner Group PLC Previously
with PricewaterhouseCoopers, where he held vanous positions in
corporate finance and audit, Age 46.
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Peter E B Cawdron FCA *+#

Non-exccutrve durector from September 1997, Semor Independent
Dhrector and chawrman of the Audnt Committee. Peter was Group
Strategy Director at Grand Metropobtan phe from 1987 to 1997,
having previously been Group Planming Director. Previous roles
were as Chief Financial Officer of D’Arcy MacManus 8 Mastus
Worldwide In¢, the intemational advertising agency, and with 5G
Warburg & Co Lid. He 1s a non-executive director of a number
of other companies, ncluding Capita Group, Compass Group,
GCap Medua, Johnston Press and Punch Taverns Age 62.

Alamm Powmnssot *+#

Non-executive director from September 2005 Alain is a consultant
with AXLP Consulung, which speciahses in the transport and
logishes aspects of major European projects. He was Charrman
and Chief Executive of Geodis SA for four years unul 2001,
having previously held a number of positions within SNCF He s a
non-executive director of the French transport group MALHERBF
and Société Chérthenne des Engrais et Produits Chimiques SA,

a Moroccan company that manufactures and distributes chemicals
and fertilsers. Age 60,

Company Secretary
Edward H D Peppiant

* Member of the Remuncration Commutice

t Member of the Audit Committee

# Member of the Nominanon Commuttee

1 Member of the Chanty and Community Commuttee
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Corporate governance

[neroduction

The company remains committed to high standards of corporate governance and supports the principles laid down 1 the 2003 Revised
Combuned Code on Corporate Governance {the “Codc”) appended 1o the Financial Services Authority Listing Rules This statement
desenbes how the prinaiples iwdennified in the Code are apphied and reponts on the company's coraphiance with the Code’s prowsions.

Compliance

The Code applics to financral years begintung on or after 1 November 20073, This 1s the second reporung year for which the Code applies
to the company although the company aimed for and achieved carly compliance with most of 1ts provisions i the year before it was
required to do so.

Following a full review of corporate governance during the year, the directors consider thart, save where identified below or 1n the
remuneration report, the company was in comphance with the provisions of the Code throughout the financial year ended 31 March
2006. Although entstled to do so, the company has opted not to take advantage of the exempuons i the Code reheving smaller
comparues from some of 1ts provisions.

Board balance and imndependence

At the beginning of the year, the board consisted of one exccutive director, three non-executive directors and the Chawrman, Mr D J Fish,
Mr Fish had been acung since 26 May 2004 as Executive Chairman mn an interim capacty pending the appontment of a successor Chef
I xecutive, following M E § Rodenick’s departure from the company on 25 May 2004 Ms S Oades was appomted as Chief Executive
and a dircctor on 6 May 2005, and Mr Fish at that ume immediately ceased 1o act in an executive capacity and resumed his role as
non-executive Chawman. The appowntment of Mr A Pownssot and Mr M Mornis as non-executive directors on 16 September 2005 and
12 Apni 2006 respecuvely, has brought the total number of non-execunve directors {(inciuding the Charman) to six. Mr A kdelman and
Mr P F B Cawdron have both indicated thewr mtention to retire at the annual general meeting (AGM) o be convened on 13 July 2006
and they will not be sceking re—clection. Mr Cawdron 1s currently norminated by the board as the semor independent director and his
replacement will be determined by the directors prior to Mr Cawdron’s renrement ac the forthcoming AGM  The biographical details

of all of the current directors are set out on pages 22 and 23 and demonstrate a diversity of backgrounds, skills and experience which the
board considers necessary to lead the company. The nan-executive directors other than the Chawrman are considered by the board to be
independent in character and judgement, and more than half the board, excluding the Chairman, 15 therefore made up of non-execunve
directors determined by the board to be independent

Board effecuvencss

The board met on eleven scheduled occasions throughout the year and otherwise as necessary to consider urgent matters. The
Remuneration Commuttee had a number of scheduled and unscheduled meenngs and the Audu Committee had four scheduled meenngs
and onc¢ unscheduled meeting The Nomunanon Commuttee et on a number of occasions as necessary.

The board scts the strategic aims and objectives of the company, ensuring that the company has sufficient financtal and human resources
to meet 1ts objoctives. The hoard sets the company’s values and standards and ensures chat 1ts obligations to 1ts shareholders and others
are understood and rmet. Executive management 1s responsible for the application of the aims and objectives of the company on a
day-to-day basis, monutonag the financial achievements of the business. The board reviews the performance of management in meeting
agreed objectives and goals, plans the succession of key executives and determines appropnate remuneration levels

At least one board mecting 1s wholly devoted to strategy and to the development of 2 plan for the long-term growth of the company.
This 15 reviewed and discussed as appropnate at the other board meetings held dunng the year.

In addivton to the normal agenda ar board meetings, which 1s described below, the directors receive a number of presentations from
management throughout the ycar on matters of special interest such as health, safety and environmental maners, human resources updates
and nformation technology and business development projects. The board alvo regularly invites the heads of the divisions to attend board
mceetings to give updates on operational matters, strategic projects and other major mnatives,

Board mecting agenda

The board has a formal schedule of matters specifically reserved to it for dewision, such as future strategy, acquistions and disposals,
capual projects over a defined limit, trading and capital budgets, Group borrowing facilities, health and safety and significant changes
to employer benefits. The schedule of matters reserved was reviewed and updated by the board in February 2006. The board considers
monthly reports from key senior exccunves and munutes of board mectings are circulated to all board members.

Board respounsibilines

The board acknowledges the diviston of responsibtlities for running the hoard and managing the company’s business A clear scatement
of the respective roles and responsibilines of the non-exccutive Charman and the Chief Executive was adupted by the board in 2004 and
a summary of this statement 15 avarlable on the company’s website The board has delegated a degree of authority to the Chief Executive
and Group Finance Director for them 1o excrcise wath the advice, where appropriate, of other senuor executives. Mr Fish undertook
executive duties pending appointment of Mr Qades as Chicf Exccuuve but this was strictly on an interum basis and he reverted to 2
non-execunve role as soon as the appomtment of the new Chief Executive was effective

The senior independent direczor 15 available to address any concerns that any sharcholder may have which have not been resolved
through the normal commumcation channcls of the Chairman or the executive directons.

The charrman of the Audit Commuttee 1s Mr Cawdron, who 1s a chartered accountant and 1s considered by the board to have recent
relevant financial expertence. His replacement will he determined by the board prior to hw reticement at the focthcoming AGM.
Mr L R Christensen CBE chairs the Remuncranion Commuttee and Mr Fish chairs the Normunanon Commitiee.

Board attendance
During the year, every director autended all scheduled meetings with the exception of the meetngs 1n January {missed by Mr Oades who
was attending a funeral and Mr Cawdron) and in March {which Mr Christensen was unable to attend).

In the case of missed meenngs, the absent director 1s provided with all the relevant papers for the meeting and 1s given the opportunity
10 iscuss matters appeanng on the agenda or ansmg from the papers with the chairman of the meeting pnior to the meenng and to make
representations to the mecting through the chairman or secretary of the relevant meeting.
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Board performance evalvation

During the last year, the board has conducted a rigorous evaluation of is own and itdividual directors’ performance, involving the
complerion of assessment quesnionnaires by all directors covering the performance of the board, individual directors, board commuttees and
certain sentor managers. Other topics included mectings, the prowision of information, traung and the overall effectivencss of the board.
The questionnaures were subnutred to the Company Secretary, who has prepared a summary of the conclusions, which will be discussed
by the board at a separate mecting dedicared to this topic. Scparately, the Company Secretary has produced a report summansing any
individuval recommendauons for the consideration of the Charman. This exercise s repeated annually.

Training 15 undertaken as cequired dunng the year and having regard to the specific training needs of individual directors. The board
arranges for its non-executive directors to visie certan of the Group's pnincipal locations at certain intervals to discuss the operations
with local management In addiion, some board meetings arc held each year at operanonal sites where the board recerves presentations
from local management and a tour of the site

Information and advice
Information s prowided to the hoard on a tumely basis and relevant papers are circulated prior to cach board meeung, including monthly
management accounts and detarled papers relanng to disposals and acquisttions and major capital and business development projects,

Directors have access to the advice and services of the Company Secretary and the board has established a procedure for any durector,
if necessary, to take independent professtonal advee at the company's expense.

Audit Committce

The Audit Commuttee 1s non-cxecutive and et on five occasions duning the year under the charrmanship of Mr Cawdron, (s other
members are Mr Morris, Mr Edelman, Mr Poinssot and Mr Christensen. Although they are not members, the Group Finance Director
and the external auditors will normally be invited co actend these mectings. The Group Internal Audit Manager atteads as requured

The commuttee has written terms of reference that outline s authonty and duties These comply waith the Code and are displayed on
the company’s website in the Investor section The terms include a review of the arrangements by which staff may, in confidence, raise
conce¢mns about possible improprieties 1n matters of finzncial reporting or other areas

Both the intcrnal and external audit functions have dicect access to the commuttee chawrman at 2l umes. The nature and scope of the
external audit are discussed with the external auditors in advance and any matters arsing from thew work and the financial statements
are revicwed. The commuttce also aims to ensure that the internal audie function 1s adequately resourced and has appropriate standing
within the Group, reflecting the determinanion of the board to ensurc that internal control procedures are of a high standard. Wrinen
and verbal ceports fram the Group Internzl Audit Manager are recewved by the commuttee on a cegular basts.

It 1s a regular feature of Audit Comunittee mectings that executives abwent themselves from part of the meenng 1n order to allow the
commuttee to have private discussions wath the auditors.

The comnuttce has considered the mdependence and objectivity of the external auditors with particular regard to the level of ron-audit
feces. “The spht between audit and non-audit fees for the year under review appears on page 48. The non-audit fees arose principally i
trespect of compliance and assurance work (including taxanon and [FRS transition} and are considered by the commuttee not to affect the
mdependence or objecuviry of the external auditors The auditors have formally confirmed their independence to the Audit Commurtee.

Nomumation Committer, appoinomeats to the board and inducnon

The Nomration Commuttee 15 chaired by Mr Fish and 1ts other members are Mr Cawdron, Mr Christensen, Mr Poinssot, Mr Mormns
and Mr Edelman. Reporung to the board, ns duty 15 to seck switably skilled and experienced candidates wath sufficient ume to devote
to the role as non-exccuove directors and to oversee all board appoinuncents.

The commuttec has wnitten terms of reference that outline its authonity and duties. These comply with the Code and are displayed on the
company’s website in the Investor sechon.

The commuttee met during the year on a number of occasions to consider the appointment of Mr Poinssot and Mr Morris as non-
exceunve directors. The commuttee considered the composimon and balance of skills on the board at that nme and prepaced a brief based
on the industry expenience and skull sets st felt were required for the new appountments The board appointed external consultants to seek
suitable candidates based on cach of the briefs it had agreed. This resulted 1n the appoinment of Mr Poinssot, which was announced on
19 Scptember 2005, having taken effect on 16 September 2005, and Mr Morns, which was announced on 12 Apul 2006 and taok effect
on the same day.

Any director who 15 appointed by the board duning the year 1s required 1o retire at the next AGM and seck elecuion by the shareholders.
In accordance with this provision, Mr Poinssot and Mr Morris will retire at the AGM to be held on Thursday 13 July 2006 and offer
themselves for election. Directors are requured to retre by rotation at the third AGM afrer their last appointment or reappointment. In
addition onc-third of the members of the board must renire by rotation cach year and may offer themselves for re-clecuon, if eligible. In
accordance with these provisions, Mr Edeiman and Mr Cawdron will renre at the forthcomung AGM and neaither will be secking re-clecrion.

On appointment, directors take part in a comprehensive induction programme, and receive informanion about the company and its
subsidiaries, the role of the board and the marters reserved for its decision, the terms of reference and membership of the principal board
committecs, and the powers delegated to those committees, the company's corporate governane practives and procedures, including the
powers reserved to the Group's most senjor executives, and the latest financial informauon about the Group This 15 supplemented by
visits to key sues and presentations from key senior managers Direcrors are also advised on appoinment of their legal and other duties
and obhgauons as 2 director of a listed company, both in bricfing papers and n face-to-face mectings with the Company Secretary.

Remuneration Commirttee

The Remuneration Commurtee 1s also non-executive and met on one scheduled occasion duning the year and on a number of other
occasions The commiuttee was chaired during the year by Mr Christensen. Its other members were Mr Edelman, Mr Cawdron and

Mr Pownssot. Its primary function 15 to determune the company's policy on board remunerauon and to approve the specific terms and
condinons of employment of the cxecutive directors and semor managers, meluding the basis on which performance-related awards are
cakulated. The commuttec also determines the terms on which employee share schemes and invitations to participace are to be offered.
The fees payable to non-executive directors are established by the full board The commuttee has wrtten terms of reference which comply
with the Code and which may be viewed on the company’s website i the Investor secnion.
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The committee met on a number of unscheduled occasions i order to discuss and agree the matzers set out in the separate report
on remuneration which is included on pages 29 to 33, and which forms part of the company’s corporate governance statement.

Executive Committee and senior management

The Executive Comimuttee, chaired by the Chief Lxecutive 2nd consisting of key sentor managers of the company, met on a number

of occastons throughout the year to discuss and consider marters of Group policy and other matters of signrficance to the Group and
to ensure the sharing and spread of best pracnice across all divisions. Separate mectings were also held during the year by the heads of
the divistons withia the Food and Consumer, and Transport, strategi sectors, in order to leverage expertise and customer relationships
across each sector,

Relanons with shareholders

The company t» commutted to mamtanung good communications with sharcholders, Insumutional shareholdess, analysts 2nd private
sharcholders with large holdings are invited 1o briehings by the company in the period following the announcement of intenim and full
year results The same bricfings are made w members of the press and sclected matenal 15 displayed on the company's website so as to
be available co all shareholders Periodic visits to operating facihiues of the Group are arcanged for analysts to help promotc a better
understanding of the Group’s business and operauons.

The Chairman and semor independent director have written to Jeading sharcholders o emphasise thewr availlabihiey and willingness o
meet with sharcholders to discuss any concerns or 1ssues they may have The hoard receives a report on any discussions with shareholders
and the written feedback that {ollows the half yearly presentations is circulated to the board. Brokers® reports and analysts’ briefings are
periodically included in the board papers sent to directors,

Members of the board have met with institutronal shareholders during the year to discuss a vartety of issues. All the non-execunve
directors are prepared to mect with sharcholders to understand more tully their views

Annnal general meetng

The board sceks to encourage shareholders to attend the AGM, which presents an opportunity to meet and question the directors. At

the forthcoming meeung there will be a statement by the Chatrman regarding the company’s performance in the year and current trading
condinons and an operanonal review by the Chief Executive. Shareholders will, as always, be invited to raise questions. Those aending
the AGM will be advised of the number of proxy votes lodged m respect of each resolution {(ncluding the number of abstenuons) after
cach has been dealt with on a show of hands

Internal control
The dircectors are responsible for the Group's system of mnternal control and for reviewing its effectiveness. The Group’s system cannot
entirely chminate nisk but should provide reasonable assurance that problems are idenuficd on a nmely bass.

A process for idennfication, evaluation and management of significant risks to the achievement of the Group’s strategic abjecuves has
been wn place throughout the financial year ended 31 March 2006 and up to rhe date of approval of these accounts and accords wath the
Turnbull Gudance. The process 1s co-ordinated by the Internal Audit department 1n conjunction with divisional and funcuonal heads and
the Executive Commuttec.

Significant nisk arcas have been recorded 1n a nisk framework and appropnate control measures and procedures idenufied and bsted.
Modificanons to this framework are and have been made during the year according to changes in nsk profile. The monitoring measures
and procedures incorporated in this framework comprise a wide range of financial, operanonal and compliance controls. The uperaton of
Group controls are audited regularly and the findings are reviewed by the Audit Communter. The board subsequently discusses 1ssues raised.

The current pohcy to manage msurance risk 1s that external insurers carry a propornon of the nisk and that an element 5 self insured.
‘The directors assess the cost and associated nisk of this policy on a regular basis,

The Group operates a comprehensive budgeung and financial reporung system. Annual budgets and strategic reviews in respect of
cach division are presented to and agreed by the board. Significant risks to the achievement of budget and strategy are idenufied and
quantified. Monthly performance is reported o the board against budget and previous year figures, and divisional managng directors
present reguilarly to the board on key 1ssues wathin ther divisions.

All major projects undergo a thorough project evaluation process which includes the use of a well developed nisk model designed
o identify key nsks to delivery of the project. The project team presents its case to the board for major projects

The Audit Commuttee has reviewed the effectiveness of the system of internal control duning the period covered by this report and
has reported to the directors on the results of this review The durectors are sausfied that the Group continues to have an cffective system
of intemnal control.

Health and safety, environmental and soaal matters
The company recogmises the importance of protecting the health and safety of its employees and contributing to the community n which
it operates, together with playing its part in safeguarding the environment.

Health and safety

During the year there has been increased focus on health and safety and, i order to reflect the importance and prominence afforded
the topic, 1115 the first agenda item for all board, Executive Commtter and business unit board meetngs Considerable ume 1s devoted
at these mectings to discussing histoncal health and safery performance indicators within cach business unit and formulating acuon
points with a view o promoung contnual improvement.

The hoard has overall responability for health and safety and Mr Oades 15 the director responsible directly to the board for health
and safety marters. The Fxecutive Commuttee, which sits quarterly and 1s made up of the heads of all business units and key funcnonal
heads, 1s responsible for recommending health and safety strategy to the board and reviewing performance. Fmphasis 1s placed on the
accountability of operational management for day to day health and safety performance. Sites or divisions identified as not achieving
the highest levels of performance are reviewed to 1dentify the underlying causes and to faciluate correcuve acnion

The company produces a health and safety report which can be viewed on the company’s websie,
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Emnronment

It 15 the policy of the company at all umes to consider the implianons of its actuvities on the surrounding environment. Given the nature
of the company's operations particular craphasis s placed on the safe and secure handiing of potentially hazardous goods transported or
stored on behalf of customers and 1n maximuising efficient use of materials, supples and encrgy, including fuel.

The company produces an enviranmental ceport which can be viewed on the company’s webote.

Communsty
The company 1s committed to supporting projects that invoive the community through both financral aid and by mn-kind support such
as employee involvement Some of the projects mn which the company 1s involved are detailed below

* The company s a founder member of TransAud, the leading chanity specialising in effective transport solutions in the developing world,
and continucs to have an active nvolvement in dhus chanty

s An M student 15 sponsored each year on the Logisucs and Supply Chain Management course at the Herior-Watt University School
of Management.

* The company supported SPARKS (SPort Arding medical Research for KidS) duning the year by sponsoring a celebrity golf challenge.

* The company has been working closely with Remploy in promoung economic independence for disabled people through helping
them back or inte work and has won awards 1 the past from Remploy for the work that it has done 1n this area at its Motherwell
depot wn Scotland. As a resule of this parmershup, the company has succeeded n employing over fiity registered disabled people in
a vanety of roles.

A wide range of events and activities 15 organised and takes place at individual sites to support local and natonal charities and
communuty based projects. In some instances the company will match funds rased locally.

Pensions

The assets of the UK pension funds are held by trustees separately from the assets of the company, and are invested by independent fund
managers. None of the assets of the funds can be invested directly in the company The boards of trustees are constituted such that two
thirds of therr number are nominated by the company and one third are member-nominated

Going concern
The directors confirm that they are sansfied that the company and the Group have adequate resources 10 continue 1n business for the
foreseeable future and therefore conninue 16 adopt the goung concern basis in preparing financial statements.
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Remuneration report

This report has been prepared 1n accordance with the Directors’ Remuneration Report Regulations 2002 and also meets the relevant

requirements of the Financial Services Authority Listing Rules It sets out the company’s executive remuneration policy and structure and
details of the remuneraton recewved by the directors in respect of the year ended 31 March 2006 Section 6 (Durectors’ remuneration for the
year ended 31 March 2006) and informanon on share options 1n section 7 are required to be audited. Other sections are not required to
be audited, Sharcholders will be invited to approve this report at the annual general meeting (AGM) to be held on Thursday 13 July 2006,

1 Remuneration Commutice: compostton, responsibilitics and operation
The membership of the Remuncration Commuttee 1s entirely non exccutive and the members arc histed on pages 22 and 23.

The terms of reference for the commurtee {which were adopeed by the board in 2004 so as 1o comply with the 2007 Revised Combined
Code on Corporate Governance {the “Code™)) arc displayed on the company’s website in the Investor section.

In accordance with the provisions of the Code, Mr D) ] Fish stepped down as a member of the commuttee 1n Apnil 2005. MrPLEB
Cawdron was succeeded as chairman of the commuttee by Mr | R Chrstensen CBE with effect from 7 April 2005. These changes
brought the composition of the committee nto line with the requirements of the Code.

No member has any personal financial interest other than as a sharcholder 1n the matters to be decided, or any potenual conflicts

of interest ansing from cross-directorships, nor has any member any day-to-day responsibility for runming individual businesses of the
Group. The commuttee’s prinaipal function 1s to determme the company™s policy on remuncranon for 1ts most senior executives and to
approve the specifi. remuneration of the executive directors and the Company Secrctary, including their service contracts Its remut
therefore indudes, but 1s not restricted to, basic salary, benefits in kind, performance-related awards, share options and share awards,
iong-term incentive schemes, pension nights and any other compensation or termination payments In excrusing its responsibihities,

the commuttee has access to professional advice from the Head of Group Human Resources, Mr R C Fuch, and the Company Secretary,
who also co-ordinate and collare external advice on remuneranon. The commirntee recewved external advice during the year from Mercer
Human Resource Consulting {in relation to pensions) and Watson Wyatt {in relation to salary reviews and the long-term ncentive plan
{“LITP™) proposals which will be put to sharcholders at the forthcomung AGM and further details of which are set out below)

2 Remuneration policy

The company's policy 1s to attract, retain and motivate high quality semior managers with a competitive package of salary, reurement
benefits and share and performance related awards. Market rates will determune the range of remuneration levels for a parucular job, and
an individual’s position tn that range will reflect their overall contribution to business performance. During the year, the board undertook
a review of the long-term incentive element of rermuneration for the execuuve directors and other key scnuor executives to ensure that the
company’s reward policy reflects current best practxe. Following extensive consultation with principal sharcholders, this has resulted in
proposals for the new LITP to be submutted to sharcholders for approval at the AGM on 13 July 2006 Details of the proposals are more
fully set out on page 31.

Ihe principal components of existing remuneration packages are.

Salary

In arniving at the basic salary clement, the cvaluation of an executive’s responsibalities 15 based on a well established external assessment
system whih draws on comparanve data from a number of sources and takes 1nto account the complexsry of and know-how required

to do the joh, the problem solving and decision-makuing involved and the overall impact on the busintess. This assessment enables companson
to be made with salary levels in a large number of compames 1n the industrial and scrvice sector in the UK {(including against a transpor
sector comparator grouping) When setting salary levels, account 1s taken of other benefies and the mmpace of salary on other elements

of remuncranon, parncularly pensions.

Deferred Share Bonus Plan

At the AGM held on 14 July 2004 sharcholders approved a new deferred share bonus plan (the “DSB Plan™) to reflect and support
the company's key business objectives. The Remuneration Commtiee believes that the DSB Plan connnues to motivate 1ts existing
management tcam and helps the company to attract and incentivise high calibre new semor managers, which the board has idennfied
as a key element in meenng demanding sales and proht targets over the coming years.

The DSB Plan 1 designed specifically to Iink the interests of parucipants with those of sharcholders and 10 dehiver gains to parmapants
which are directly inked to those which shareholders are able to realise. The scheme 1s admunustered by the Remunceration Committee
which invites, at 1ts discrenion, senior exccutives (o participate.

The company has largely ceased o offer share options to executive directors and senior executives under its executive share option
scheme (details of which are set our below). The DSB Plan has therefore been designed to deliver both short-term vanable cash bonus
incentives and an clement of longer term deferred and matching share hased incentives for those who have earned the requisite annual
cash bonus. Its principal clements are as follows:

Short-term cash bonus incentives
The scheme allows for annual cash bonus awards {based currently on sales and profit growth targets) of up to 37.5% of salary if certamn
pre-determuncd targets (“Target™) are achieved, with a maximum of up to 50% of salary if superior performance over Target 1s achieved

Deferred share bonus

At Target level the participant also receives a share-based bonus of up to 12.5% of salary in deferred shares and would receive a bonus
of up to 50% of salary in deferred shares for superior performance. In normal circumstances deferred shares will vest after a period of
three years but will lapsc 1f during the three year period the participant chooses to leave the company,

Long-term matching share incentive

In addinon, individuals wall be enatled to a matching award based on their deferred share award at the end of a three-year performance
pertod depending on the achicvement of stretching performance targets based on total sharcholder rerumn (calculated by reference to the
increase in the company's share price assuming reinvestment of dividends paid) (TSR) with an carmings per share (LPS} underpin. Tor
one-to-one matching, TSR performance must currently be in the upper quartle against a peer group of comparator companies
{comprising the FTSE Mid 250 Index {excluding mvestment trusts)). This reduces to a 25% match at the median with straighe hine
nterpolation in between. In additon, an EPS growth target of at least RPI plus 3% per annum compound must be satishied for any
matching award to vest For full vesting of a matching award 1n relation to the year ended 31 March 2006, the EPS growth must equal
at least RPI plus 5% per annum compound
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Executive Share Option Scheme

Executive directars and semuor executives have in the past been able to partiapate, at the discretion of the Remuneration Comnutiee,

in the Executive Share Opnion Scheme approved by sharcholders at the extraordinary general meeting of the company on 26 September
1997. This scheme was ongnally designed to encourage the matching of interests berween employees and sharcholders but has now
been largely replaced for senior exccunves by the DSB Plan {outhined above) and, if approved, the new LTTP which 1s being proposed

as outlined below, However, 2 number of semior executives, including Me § A Steadman, continuc to parucipate by virtue of past awards.
The Remuneration Commuttee rétans a discretion to make future awards to senior executives under this scheme n exceptional
circumstances but does not have any current intention of doing so nor s 1t aware of 2ny exceptional circumstances which would make
this likely. Some lumuted awards may continue to be made under thus scheme to managers who fall below the senioniry levels requured

to paruicipate in the DSB Plan andfor, of approved, the new LTI,

UK partkapants in the Execunive Share Option Scheme will have recewved pare of their enntlement under a scheme which has recerved
Inland Revenue approval. The Treasury lunit for outstanding options under the approved scheme 1s currently £30,000 for each partcipant,
with the balance of any award bemng held under an unapproved scheme. The schemes are subject to hmuts relaring to the total number

of shares under opuon at any one tme and the price payable on ¢xercise.

Executive options are subject to performance conditions based on both TSR and growth in normalised EPS

At the time when the individual wishes to excrcse the option (which can only normally occur after three years have elapsed since grant),
the company’s TSR since the date of grant of the option 1s compared to that of the FISE Mid 250 Index {excluding investment trusts).

If the company's TSR matches or exceeds that index and the company’s EPS growth, over a period of three consecutive years, matches or
cxceeds the growth n the Retail Prices Index by 9%, the opaion 1s capable of exercise. The performance condinions are kepe under review
by the Remuneratuon Commitree which decided in June 2004, in response to best practice guidelines relating to retesung, that all oprions
granted under the scheme after thar date would have a fixed performance period of three years following the date of grant duning which
the performance critena must have been met for an oprion to be exercisable If performance condinons have not been met within this
pertod, the options will lapse, It ts currently felt that the performance conditions are challenging, appropriate and aligned to sharcholder
ntereszss, No awards were made 10 executive directors in the year ended 31 March 2006,

QOther share schemes

The company also operates an all-employce share ownership plan and a savings-related share option scheme {“SAYE"), both of whxch
ar¢ open 10 2ll UK employees with a qualifying peniod of employment. Mr Steadman participated duning the year in the SAYE scheme.
Executive directors participate on the same terms as all other UK cmployees,

Retirement benefits I
UK execunve directors are ehgible for the exccunve scale of benefits of the Christian Salvesen Pension Scheme (the “Scheme™),
which 15 a funded final salary scheme approved by the Inland Revenue Subject to Inland Revenuc regulations and lumuts, its key
elements are currently.

* a normal retirement age of 60;

* 3 maximum bencfits acerual rate of 1730ch for cach year’s service up 10 3 maximum of two thirds of final pensionable salary;
¢ an employee contmbution rare of 9% of pensionable salary, rising to 12% in July 2006,

* a lump sum death n service benefit of four nmes salary;

® spouse’s pension on deadh, and

» early retirement pension based on a2 3% sumple reduction factor

Prior to 6 Apnl 2006, directors were subject to the Inland Revenue Earmings Cap and 1t was the company's policy to pay over to such
members, by way of compensation, the equivalent of what it would have cost the company during the year to fund the benchits for that
year of service, based on basic salary, beyond the cap.

As a result of new pensions legislation which came 1nto force on 6 April 2006, the directors are no longer subject to an Inland Revenuce
annual earmings cap However, the company has retained a cap on earmings for the purpose of benefrs accrued under the Scheme, 1n hine
with the hmt previously applicd by the Inland Revenue and which, like thae limit, will be increased by an inflauonary amount each year.
In this way the company connnues to manage the habilities attaching to the Scheme. The Remuneration Committee recoghises the
linuung cffect on pension benefits of applying an earmings cap and accordingly has deaided to continue its policy of paying those affected
a cash supplement. The amount of the cash supplemnent 1s determuined by the Remuncranon Commutice and 1s not likely w vary
significantly from the sums disclosed below for the year ended 31 March 2006,

Although certain lifenme limits on accrued pension benefits have been introduced by the new legislation, these do not currently affect
those directors parncipaung in the Scheme

Non-executive directors’ remuneération
The basic fee for non-executive directors 1s £33,000 per annum and this was last changed n July 2004, Adduonal fees of £3,000
are pawd for chairing the Audit Commuttee and the Remuneration Committee respectively

The maximum aggregate fees payable to directors (as disunct from executive salaries) 1s deteemined by ordinary resolution of
sharcholders and this was last set at £250,000 in July 2005, thus allowing for non-executive representation to be increased 1f thoughte
desirable and to cnable the board 1o review non-executive duectors’ fees from ume to ume for a few years ahead.

Other payments

As disclosed previously, Mr $ Qades will receive £60,000 1n addition to his salary, subject to him suill being in emmployment on the
relevane date, tn both July 2006 and July 2007. These are contracnual payments agreed at the nme of recruitment and are to compensate
him for lost benefits under his previous employment as a result of jouung the company, The payments are non-pensionable
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Proposed Long-Term Incentwe Plan ("LTIP*)

The company now has a strategy and organisation for delivening long-term growth and shareholder value over the coming years. Whalst
the board beheves that approprate short-terra reward structures are in place to drive and incentivise short-term annual performance, it
also considers that, having ceased to grant awards to semor executives under the Exccutive Share Option Scheme 1997, there is currently
no long-term reward structure specifically designed to drive sustatned growth and performance over the longer term. The current DSB
Plan {suramarnised on page 29) does contain a long-term mncentive element but this is only available to participants who have achieved

a certain level of short-term annual cash honus first.

In hght of the above, the Remuneration Commttce has been working with its remuncration consultants, Watson Wyatt, on a new long-
term wmncentve plan, the Christian Salvesen Long-Term Incennve Plan 2006 {or “LTIP”} to reflect and support the company’s long-term
strategyc objectives,

I'he new LTIP has been designed specifically to hink rewards to participants with the attainment of demanding financial performance
targers The Remuncration Commuttee currently considers that EPS {as defined below) 1s the most appropriate measure for the LTIP
— because it 18 a key indicator of increased profit which should result in enhanced sharcholder value,

The definition of EPS for LTIP purposes 1s post-tax earnings indluding excepuonal tems (however, goodwill imparment will be
excluded). The basis used for calculating EPS may be changed for any adjustment the Remuncration Commirtee may determine and the
company's auditors confirm 1s faie and reasonable to ensurc the performance condition achieves its oniginal purpose and consistency and
fairness, including any matenal acquisition or disposal of operating assets that was not envisaged 1n the company's business plan.

Initial awards under the LTTP, if approved, will be made 1n 2006, shortly after the AGM The base year wiil be the financial year ending
31 March 2006 The three-year performance peniod for the mitial awards will be the financial years ending 2007-2009 {inclusive) Targets
will be based on the attainment of average annual growth in EPS over a performance penod of three years of not less than 4% per annum
1n excess of inflation (measured against the Retail Prices Index), at which level it 15 anncipated that 25% of an award will vest 10%
growth on the same basis would trigger 100% of vesting with awards vesting on a prorated basis for growth between 4% and 10%

‘There will also be a discretionary underpinning performance condition. In addition to actainment agawnst the EPS measure, awards will
only vest to the extent that the Remuneration Commuttee at its discretion considers appropriate, beanng i mind the overall results of the
Group over the performance period, including 1ts business and shareholder value performance Discrenon would not be exercised to
Increase awards.

The LTIP wull be adruntstered by the Remunerauon Commuttee which wall invite senior executives to partwcipate at us discretion. The
maximum annual aggregate face value of LTIP awards will be 100% of basic salary {but a maximum on recruitment of 150% of basic
salary, in exceptuional circumstances). However, the imnal awards will not exceed 80% of salary.

The terms of the proposed LTIP are more fully summarised 1 the Nonice of AGM

3 Parformance graph

The first graph below illustrates the performance of the company over the five years to 31 March 2006 measured by 1SR, compared with
the return achieved by the FTSE Mid 250 Index (excluding investment trusts) {the *Index™) over the same penod. The Index 1s considered
the most appropriate benchmark because it 15 used as the comparator group for the performance conditions attached to the matching
element of the DSB Plan and the excrase of Executive Share Options outlined above The second graph illustrates the performance of the
company on the samc basis against the FISE Transpon Index, of which the company has been a consnuent throughout the five-year penod.
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4 Scrvice contracts and notice periods
Executive directors have scrvice agreements that require one year's nouce from eicher the individual or the company.

Under the service agreements the company has the nghe to terminate employment on paying basx salary i lieu of the contractual notke
period. In the event of early termination, the Remunerauon Commuttee will give careful consideranon to what compensation should be
paid taking into account the circumstances of the partcular case and the responsibility and ability of the mdividual to mitigate,

Non-executive directors do not have service agreements and, in accordance with the company’s articles of association, their appomtments
may be rerminated without compensation at any tume on one month’s notice, although the imual appoinment would ordinanly be
expected 1o run for three years. AN non-executive directors have signed letters of appuintment in terms substanually the same as those
set out 1n the Higgs Suggestions for Good Practice appended to the Code. A sample letter of appointment is displayed on the company™
website 1n the Investor secnion
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Remuneration report

5 External appointments

The company recognises that exccutive directors may be invited to become non-executive directors of other compamies and rthat such
appomntments may broaden their knowledge and experuse to the benefnt of the company. Therefore, executive directors are permitted,
with the agreement of the board, to take up an appoimntinent as a non-exccurive director of another organisanion, subject to there being
no conflict of interest and to the nme spent being reasonable The director may, subject to the agreement of the board, retan the fees
from such appowntment. No such position was held by any executive director dunag the year

6 Directors’ remuncration for the year ended 31 March 2006
Directors’ emoluments excluding pension-related benefits and payments i heu thereof

Bauc salary Taxable Cash  Onher taxable 2006 1005

and fres benefics bonus paybenefits Total Toual

£000 £000 £'000 £ 000 £000 £y
Chairman .

D | Fish 150 - - - 150 . 237
Exccunve directors . '

S Qades {appointed 06.05.2005) 338 22 79 g8 527 -

] A Steadman 255 16 15 2 288 326

E ] Roderick (ceased 25.05 2004) - - - - - 773
Non—executve directors !

PE B Cawdron 36 - - - 36 34

I R Christensen 36 - - - 36 27

A Edelman 33 - - - 33 32

A Poinssot {appointed 16.09.2005) 19 - - - 19 -

Total 867 38 94 90 1,089 - 1,429

Notes

“Texable benefitn” ixtude the provmon of 2 company cag, fuel and medual insurance

“Cash bormas™ relates to the cash element of bonus paymenss to Me Osdes and Mr Steadman for the achicvement of fnaocial taspees in the year under the Deferred Share Bonus Plan and
1n the cawe of My Qadet also incdudes 8 discetsonary payroers of £60,157 for personal performance

=Other taxable pay 20d benefirs™ relates to the followng Mr Oades rcerved £87 500 a3 contractual compensatrom, agreed at the ame of mcrwtment and 33 disclosed o Last pear’s moport,
mru;mo!htmﬁ’ulu under lus previous employenent as a resah of porung the company Mr Steadman receved a trading down allowance of £1, ﬂOmmwno!huwmmmcu
“ovic of these paymenty were peno

The Bgures for Mr Oades and Mr Poutsack cover the penod dunng which they were directons

Detas relsting to penuon entmlements and Wfe imurance for the executive directors are sumumansed oo page 30 and are thown brlow

Penstons
Benefits provided through the Scheme during the year for the ¢xecunive directors were as follows.

Grom Increase Total Value of Vahue of Value of Total Nousmal

marease in 11 accrued accrued net increa accrued sccrued change <ot of

sccrued penuon et penton at n sccual penieon at perion ar m value death

penuon of inflatson 31012006 over penod 31032008 310 W005 dunng penod ‘benefiry

£000pa £000pa £000pa £000 1060 £000 L£000 £ 000

Column/™Note {1] 2} _ {» 4 (5} B s} (N 11l
$ Oades (appownted 06.05.2005)* 3 3 3 34 40 - 34 3
J A Steadman 4 4 8 40 109 53 49 3

*The figures thown for Mr Oades cover the penod 1 the year durmg whach he was an employer

Notex

{1} Pensson accruale shown are the amownts whech would be pacd arnually on retiremem based on servace to the end of the year, or earber date of exit The bemefus for both executive durectors
are suwang at a rate of 1/30th foe each year of service

() Teapnder values bave bom aboudated 10 scordance with veruon 9 2 of pusdance note G wosed by the sctuaral profesaon

() The walue of net increase (4) represenss the mremental vahue 1o the deirector of has service dunng the yeat For directors stall in service chiv s ulcula:rd on the IO KTYIC Lermunated
at the yearend bt o8 based on the accrued penwon owrease (2) and 13 net of direatar contnbutions for te penod and therefore rep the “vou”™

{1v) The o trarafer value {7) includes the effect of Aucuanons «n the transfer value duc to factors Seyond the contral of the company and directons, such ay stack market mavements.
b calculated net of director contnbutsons

(v} Vehmrary coreobutions pard by directors and resulting benefits are gt thown

{w1) The cot of deathwn-service henefits {3) 1 based on indimdual assetsmenis of the notsanal cost of cover provided orer the penad.

As indicated carlier the pension arrangements of the executive directors were based upon membership of the Scheme. However, they
were subject to the Earnings Cap and received payments based on the amount that it would otherwise have cost the company during the
year to fund their pension benchis ansing from that year of service Death-in-service benchit cover was also provided, outside the Scheme
arrangements, on salary above the Farnings Cap. In addition to the emoluments shown above as directors of the company throughout
the year they received the following payments or benefits:

Payments 1n beu of persion benefics ) Cont of death sv-service cover

2005106 200405 2005/06 2004/05

£000 £ 000 £000 £000

S Oades (appownted 06.05.2005) 9% . - 3 -
J A Steadman 57 . 49 pA 1
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7 Share mrerests
The interests of persons who were directors duning the year in the share caputal of the company were as follows:

Share options

*wumbher of aptoms dunng year
Date of gram Exercine Namher 2t Number at Farest
- o _prectpemor] 1 Apni2005 = Graneed | heerosed 0 Lapaed 31 Marh 2006 cweramdite  Eupuy date
I A Steadman i
Executive 10.12,.2003 58.0 362,068 - - - ¢ 362,068 '10.12 2006 09122013
Savings related 17 02.200% 45.0 15,244 - - -, 15,244 01,04 2008 01 10.2008
Deferred : )
Bonus 08.07 2005 Nil - 6,039 - - 6,039 06.2008 6.2009
Matching 08.07.2005 Nt - 6,039 - - 6,039 : 06 2008 06.2009
Total 377,312 12,078 - - 389,390,
Netes.

The optacna undet the Lxecutrve Share Option Scheme are normally only exercisable, providing performance conditions are met, after a penod of three years has elapsed bom date of grant

Optiom puttuant 16 the Defered Shace Bontn Plan were awanded to Mr Steadman for the acloevemens of Group sales and profit targees w the finanal year ending 31 March 2005 This

options aver deferred shares to & value of £3,900, exercaable o the paruapant remauns 1 employment for three years from the date of grant, with apoons aver the ame oumber of
MhﬂimwmlommucmdmmnAWLﬁhﬂankmlhb(mdlﬁmmdb“iiwuu!,mWam*dtkaWuufchwm‘ulumm!hcm
dealiog days diately following e of the company’s cesuits far the year 1o respect of whuch the awards were made

Apart from that noted above, no other directors have been granted share options in the shares of the company ot other Group entities
None of the terms or conditions of the share options was varied during the year

The options were granted at nil cost and the performance critenia for all the abave share options were consistent with the remuneraton
P 24 pe P
poliky and the summary of the relevant schemes outlined on pages 29 and 30,

The closing mud-market price of the shares at 31 March 2006 was 63.25p and the range dunng the year ended 31 March 2006 was '
58 Op to 75 Op.

Skareholdings

_ T T Teswew T T T iAoy
D] kish 494,600 ; 220,000

A Pornssot (appointed 16.09 2005) . 10,000 ° -

P kB Cawdron 20,000 20,000
A Fdelman : 22,000 ° 22,000

No director was interested 1n any shares of subsidiary companies at any ime during the year.
Between the end of the financial year and the date of this report there has been no change in the beneficial holding of any director.
On behalf of the board

E H D Peppiatt, Secretary
6 June 2006
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Directors’ report

Profit and dividcuds
The profir for the financial year after taxanon was £11.8m.

An ueerim dividend of 1.2 pence per ordinary share was paid on 31 January 2006 and the directors now recommend a final dividend
of 2.45 pence per ordinary share payable on 31 August 2006, making a total 1n refation to the year of 3.65 pence per ordinary share
(2005: 3.65 pence). The total cost of these dividends amountrs to £9 ém.

Share capital
Details of any changes 1n the share capital are fearured on page 61.

Prncipal activities and business review

A review of the principal activiies and business of the Group, together with changes to them during the year, and an indication of Likely
future developments are described mn the Chairman's statement on pages 10 and 11 and in the operatng review on pages 12 to 17, The
prncipal nsks and uncertainties facing the company and certain financial key performance mdicators are included within the financial
review on pages 18 to 21.

Principal subsidiary and associated undertakings are hsted on pages 54 and 55

Dnrectors
The present directors of the company and thewr biographical details are listed on pages 22 and 23

Mr S Qadces, who was appointed a director on 6 May 20035, retired and was subsequently elected at the annual gencral mecting (AGM)
held on 22 July 2005.

Mr A Poinssot and Mr M Mornis who were appointed on 16 Scpternber 2005 and 12 April 2006 respectively, will retire and offer
themsclves for election ac the forthcoming AGM to be held on 13 July 2006

Mr P E B Cawdron and Mr A Fdelman will both retire at the next AGM and wall not be secking re-elecuon.

Mr ] A Steadman and Mr Qades have service agreements which require twelve months’ noace from aither the director or the company.
The non-executive directors do not have service contracts with the company. Ir is the policy of the company to appoint non-¢xecutive
directors for an bl period of three years, renewable as determined by the board No other contract with the company or any
subsidiary undertaking of the company in which any director was materially interested subsisted during or at the end of the financial
year.

A statement of dircctors” interests in the share capital of the company at the cad of the financial year 1s given on page 33.

Donanons
During the year the Group donated £30,551 (2005: £23,649) to a variety of registered UK charities, including TransAid and
SPARKS (SPort Arding medwal Research for KidS).

No poliical donations were made during the year {2005 mil).

Health, safety and environmental policy

The board sets policy i the area of health and safety and each business unit 1s required to follow best relevant industrial pracace.

‘The Group policy statement, which 1s formulared with the acuve wnvolvement of the directors, and 1s formally approved by the board,
provides a framework setung out the objectives for management. Individual businesses monttor their procedures and safety records
regularly, and submut rcports to both the board and the Executive Commuttee on a regular basis. Business unit heads present to the board
in person in relation to health and safety within their businesses and this forms the fiest agenda item of each board meeting. A report 1s
published annually on the company’s website: www.salvesen com.

The Group recognises 1ts responsibility to mnimese the environmental impact of s operations.
‘These arcas are addressed further in the operating review on page 17 and 1n the corporate governance report on pages 27 and 28.

Employees

Local divisional newsletters are published within the business unats The company intranct posts all external press releases and business
units are encouraged (o display internal news and other tnformation on the site. Individual depots are encouraged to have their own
intranet sites to display informanion of purely local nterest.

Team briefings take place throughout the business to keep employces informed of developments and plans both i therr own operanons
and in the Geoup including the annual and interim financial results which are extensively publiised throughout the business. Employee
surveys are carned out from ome to tune and cvery two years a Group-wide cmployee opimion survey 1s carned out across all business

units in all countries The results of the survey are presented to the Executive Commurttee and appropriate actions are taken in response
1o the findings. ;

The European Works Council 1s a consultative and commurnucation body and cmployces are encouraged to raise issues through therr
elected representatives who mect twice a year with the Chief Executive and Group Head of Human Resources in antendance.

A substantial number of employees have shareholding wntereses 1n the shares of the company, bualt up through SAYE and other share
related schemes At the end of the financial year 961 employees (2005, 1,384} held share options through the SAYE share option scheme

The company’s poliaes for cecrustment, traiing, caceer development and promouon of employees are based on the surability of che
individual and give those who are disabled equal treamment with the able bodied Employees disabled after joining the company are given
suitable tramning for employment with the company wherever possible. The company has partnered with Reraploy duning the year in
promoting economi, independence for disabled people through work and further details of this are set out I the corporate governance
report on page 28

The company monitors key performance indkators 1n relation o certain important employee-related marters Further informauon
on cmployces 15 contamed in the operating review on page 17.
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Supplier payment policy

It 15 the company’s policy to settle the terms and conditions of payment with suppliers when agreeing cach transaction, to ensure that
suppliers are made aware of these terms and i practice, providing the supplier meets its contracrual obligations, to abide by them. At the
balance sheet dare £0.4m (2005: £0 Im) was due by the company to trade creditors which represented 42 days (2005: 43 days). In averall
terms, the amount due by the Group to trade suppliers represented approxamarely 38 creditor days outstanding at the balance sheet dare
{2005: 34 creditor days)

Acquisiton of the company’s own shares

At the end of the year, the directors had authonty, under the shareholders’ resolution of 22 July 2005, to purchase through the market
26,526,000 of the company’s ordinary shares at prices ranging between the nominal value and an amount equal to 105% of the average
of the muddle macket quotations of the company’s ordinacy sharcs {or the five business days immediately preceding the day on which
such shares are contracted 1o be purchased. This authority expires on 13 July 2006 No such purchases have been made during the year

Annual general meeting special busmess
The AGM will be held ac the Sheraton Grand Hotel, 1 Fesuval Square, Fdinburgh on Thursday 13 July 2006 at 11 am. In addition to the
routing business of the meeting the following resolutions will be proposed for approval

Resolution 7 proposes as a special resolution, on the same basis as last year, to disapply the statutory pre-empuion nights of shareholders
on allotment of equity securities for cash up to a hmut equal to 5% of the 1ssued ordinacy share capital. The resolution also dsappliey
these mights o the extent necessary o facilitate rights issues. The authonity under this resolunon would expire on the date of the AGM
1n 2007 or on 18 July 2007, whichever 1s the earlier.

A further item of special busmness 13 the directors’ recommendanon that shareholders renew the authoriry of the company to purchase

15 own ordinary shares as permitted under 1ts Articles of Association. Accordingly, resolution 8 will be proposed as a special resolunon
secking authority to make such purchases in the market The directors have no immediate intention of using such authority and would do
so only when they consider 1t to be m the best interests of shareholders generally and when an improvement in carmings per share would
result. Any ordinary shares purchased under this authority would aither be cancelled or held in measury with the number of ordmary
shares tn 1ssu¢ being reduced accordingly.

Resolution 8 specifies the maximum number of ordinary shares which may be purchased {represcnting approximately 10% of the
company’s existing 1ssued ordmary share capital) and the munimum and maximum prices at which they may be bought, reflecting the
requirements of the Companies Act 1985 and the UKLA The directors wtend to seck renewal of this power at subsequent AGMs

Resoluuon 2 1s also an item of special business and relates to the directors’ recommendanion that shareholders adopt a new long-term
incenave plan for sentor execunves within the company. The detads of dus scheme are more fully explawned i the notes to the Natwe
of AGM.

Resolutton 10 5 a fucther 1tem of special business and relates to the adoprion of new Articles of Association to bring them up to date
and to reflect current practice. The proposed amendments are ¢xplamned 1n more detail i the notes accompanying the Notice of AGM
and include, amongst other things, changes to the Group’s borrowing powers.

Resoluton 11 15 the final stem of special business and relates to the borrowing powers of the company as exerased by the directors in
the penod prior to the extraordinary gencral meeting of the company held on 31 March 2006 (EGM} at which shareholders authorised
certain borrowings of the company above the levels permirted by the company’s Artcles of Associapon. This resolution, if passed, would
ratify all borrowings prior to the date of the EGM to the extent that they may have exceeded the himits prescnibed by the Articles of
Associanon A more detailed explanation 12 set out in a letter from Mr Morns, who 15 considered an independent director i relanon

to this marter, accompanying the Nouce of AGM

The durectors belicve that the propusals set out for approval at the AGM are 1n the nterests of the company Accordingly, they
unanmimously recommend that members vote in favour of each resolunon. Members who are in any doubt as to what action to take
are adwised to consult appropriate independent advisers.

Notifiable intcrests
As at 13 May 2006 the company has been advised of the following interests 10 its 1ssucd ordinacy shace capatal.

Name of Sharcholder Number of Shares %
Northemn Finance 24,000,000 9.05
A E H Salvesen® 16,513,333 623
Global Asset Management 16,348,500 616
Credit Swisse Asset Management 15,015,224 566
URS Global Asset Management 13,629,780 5.14
Legal 8 General 10,146,595 383

* Including grmediare famuly and vusters interoas

Audst and Auditors

Fach director has confirmed that, so far as he s aware, (1) there s no informanon relevant o the audit of the company’s financial
statements of which the auditors are unaware; and (1) he has taken all steps which be ought to have taken, as a director, in order to
make himself aware of any information relevant to the audit of the company’s financial statements and to establish that the company's
auditors are aware of any such informauon,

A resolution to reappomnt PricewaterhouseCoopers LIP as auditors to the company will be proposed ar the AGM.
By order of the Board

F H D Peppiarr, Secretary kmﬁ

6 June 2006
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Directors’ responsibilities

The directors are responsible for preparing the annual report and the financial statements. The directors are required to prepare finanaal
statements for the Group 1n accordance with International Financial Reporung Standards (IFRS) and have also ¢lected to prepare
financial statements for the company n accordance with [FRS Company law requires the directors to prepare such financal statements
in accordance with IFRS, the Companies Act 1985 and Article 4 of the 1AS Regulanon,

Intcrnanonal Accounnng Standard 1 requures that financial statements present fairly for each financal year the Group's financial
posiuon, financial performance and cashflows. This tequires the faithful representation of the effects of transacuons, other events
and conditions 1n accordance with the defimitions and recogmion ¢riteria for assets, habilines, income and expensces set out in the
Internanonal Accounting Standards Board’s ‘Framework for the Preparation and Presentation of Financial Statements”. In virtually
all circumstances, a fair presentanon will be achieved by comphance with IFRS, where applicable Directors are also required to+

* Properly select and apply accounang policies;

* Present informanon, including accounting policies, in 2 manner that provides relevang, reliable, comparable and understandable
informaron, and

« Provide addinonal disclosures when compliance wath the speaific requirements in IFRS 1s insufficient to cnable users to understand
the impact of particular transactions, other events and conditons on the ennty's financial position and financial performance.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any nme the financial
position of the company, for safeguarding the assets, for taking reasonable steps for the prevention and detection of fraud and other
irregularnities and for the preparation of a directors’ report and directors’ remuneration report which comply with the requirements
of the Companies Act 1985

A copy of the financial statements of the Group 15 placed on the Christian Salvesen PLC website. The maintenance and tntegniry of the
Chnistian Salvesen PLC website 15 the responsibility of the directors, work carried out by the auditors does not involve consideration of
these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred 1o the financial statements
since they were ininially presented on the website.

Legislation 1n the United Kingdom goverming the preparation and disseminanon of financial statements differs from legislanion in other
junsdictions
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Independent auditors’ report to the
members of Christian Salvesen PLC

We have audited the Group and parent company financial statemenes (the ‘financial statements’} of Chrisnan Salvesen PLC for the year
ended 31 March 2006 which comprisc the Group income statement, the Group and parent company balance sheers, the Group and
parent company cashflow statements, the Group and parent company statement of changes in shareholders’ equity and statements of
recogmised income and expenses and the related notes These financial statements have been prepared under the accountng policies set
out therein We have also audited the informanon in the directors’ remuneration report that 1s described as having been audited.

Respective responsibilines of directors and auditors

The duectors’ responsihilites for preparing the annual report, the drectors’ remuneration report and the financial statements in
accordance with applicable law and Internanonal Financul Reporting Standards (IFRSs) as adopted by the European Union are sct out
in the statement of direciors’ responsibilities.

Our responsibility 1s to audit the financial statements and the part of the directors’ remuneration report to be audited in accordance with
relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland). This repor, including the opinion,
has been prepared for and only for the company’s members as a body in accordance with Secuon 235 of the Companies Act 1985 and
for no other purpase We do not, in giving this opion, accept or assume responsibility for any other purpose or to any other person

to whom this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior consent in wrinng,

We report 1o you our opumion as to whether the financial statements give a true and fair view and whether the financial statements and
the part of the directors' remuncration report to be audited have been properly prepared 1n accordance with the Companies Act 1985 and
Arucle 4 of the LAS Regulanon We report to you whether, in our opiuon, the informanon given in the directors’ report 1s consistent with
the finanaial statements. The information given in the directors’ report includes that speafic information preseneed in the operating review
and the financial review that 1s cross referred from the business review secuon of the directors’ report. We also report 1o you if, 1n our
opimion, the company has not kept proper accounting records, if we have not received all the informanon and explanauons we require
for our audst, or if information specified by law regarding directors® remunerauon and other ransactions 15 not disclosed

We review whether the corporate governance statement reflects the company’s comphance with the nine provisions of the 2003 FRC
Combined Code specified for our review by the Listing Rules of the Financial Scrvices Authonty, and we report of 1t does not We are not
required to consider whether the board’s statements on internal control cover all risks and controls, or form an opinion on the
effectiveness of the Group's corporate governance procedures or its risk and control procedures.

We read other wnformation contamned 1n the annual report and consider whether 1t 15 consistent with the audited financial statemenes
The other information comprises only the directors’ report, the unaudited part of the directors’ remuneration report, the chairman’s
statcment, the operating review and the finanaial review and the corporate governance statement. We consider the implications for our
report if we become aware of any apparent misstatements or material inconsistencics with the fnancial statements. Qur responsibilities
do not extend to any other informanon

Basis of audit opimion

We conducted our audit 1n accordance wath International Standards on Auditing (UK and Ireland} issued by the Audining Practkes Board.
An audit includes examuination, on a test basis, of evidence relevant 1o the amounts and disclosures in the financial statements and the
part of the dicectors’ remuneration report to be audited. It also includes an assessment of the significant esumates and judgments made
by the directors in the preparation of the financial statements, and of whether the accounting policies are appropnate to the Group's and
coOmpany’s Gircumstances, consistently apphied and adequately disclosed.

We planned and performed our audit so as to obrain all the information and explananons which we considered necessary in order 1o
provide us with sufficient ewidence to give reasonable assurance that the financial statements and the part of the directors’ remunceraton
report 10 be audited are free from matenal misstatement, whether caused by fraud or other irregulacity or error. In forming our opwnion
we also evaluated the overall adequacy of the presentation of informauon in the financial statements and the part of the directors’
remuneranon report to be audited.

Opuon

In our opimon-

¢ the Group financial statements give a true and fair view, in accordance with IFRSs as adopted for use in the European Union,
of the state of the Group’s affaus as at 31 March 2006 and of 1ts profit and cashflows for the ycar then ended;

e the parent company financial statements give a true and fair view, in accordance with IFRSs as adopted for use in the
Furopean Union as applied in accordance with the provisions of the Compamies Act 1985, of the state of the parent company’s affaurs
as at 31 March 2006 and its cashflows for the year then ended;

» the financial statements and the part of the directors’ remuneration report to be audited have been properly prepared in accordance
with the Companies Act 1985 and Article 4 of the IAS Regulation, and

* the mforvrlun gwven in the dir

7 cans
Pnuwaterhousc(,oopc;s LLP

East Mudlands é:)

Charntered Accountants
6 June 2006

s’ report 1s consistent with the hinancial statements
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Consolidated income statement

for the year ended 31 March 2006

2006 2005
_ _ Notes im fm
Continuing opcrations '
Revenue I 820.7 805.9
Cost of sales (756.4) {742 6}
Gross profit 64.3 ¢ 6.9
Ocher operanng mcome 2.4 o4
Administrative expenses (45.8) (45 2)
Operaung profit 1 209 18.1
Analys_ed as: ) ) :
Operating profit before exceptional items 20.7 215
Exceptonal operanng income 4 22 -
Exceptional admunistranve expeases 4 (2.0} ‘ 34)°
lOpcnl:mg profit 209 ! 18.1
Lnterest recevable 5 1.6 14
Interest payable and similar charges 5 (6.9) . (6.3}
Profit before income tax 15.6 132
Income tax expense 6 (3.8} | (2 5}
Profit for the period 118, 10.7
All profits arc artributable to equity sharcholders of the company
. ] prrce poocr__
Earnings per share
- basc ] 4.46 404
- diluted B 4.43 . 402
Dhvidends per share for the penod 7 365 . 365
Stat t of ised i
for the year ended 31 March 2006
) ok e oy
_ Vm_ _ im im . ‘Lm f{m
kxchange translanon cffect on foreign currency net investments 01 0.5 - -
Taxauon on foreign currency exchange differences Q.1 0.2 - -
Actuanal {loss)/gawn recognised in the pension scheme 9 (10.7} , 1.2 - -
Net {expense)/income recognised direcdy in equity (10.5y ' 19 - -
Profit for the period 118 10.7 41 ., 48
Total recogmised income and expense for the period J 1.3 12.6 41 48

There were no changes recognised durectly 1n associates’ equity in 2006 or 2005.
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Balance sheets

as at 31 March 2006

Group Group Company vy
2006 2005 2006 2005
_ Notes L £m im m
Non-current assets }
Goodwll 10 68.7 675§ - -
Other mntangible assets 1 8.3, 8.5 - -
Property, plant and equipment 12 143.0 , 153.6 02! 02
Investment in subsidiaries 13 - - 150.4 1504
Investroent in asso<iates i 0.7 0.6 - -
Deferred tax asscts 32 139 ' 14.9 - -
Trade and other receivables 17 32 23 2923 285.3
Finance lease receivables 15 10.4 84 - -
2482 255.8 4429 4359
Currcnt assets
[nventories 16 169 17.6 - -
Trade and other receivables 17 149.0 ¢ 136.5 581 4.6
Current tax recervables 2.7 - 3.0 -
Cash and cash equivalents 12 56.1 | 56.0 4.1 . 16.1
Fimance lease receivables 15 1.4 1 1.5 - -
) 226 1 2116 12.9_ ) 20.7
Current lialines '
Trade and other payables 19 (161.9) . (155.2) {5.9) (7 8)
Current tax habilities {2.3) ¢ {41) - -
Financial babilities - short-rerm borrowings 20 (9.4} . (1382) . o2 {133.2)
Short-term provisions bJ (14.4) , (15.4) (7.5) ! {3.9)
{188.0) {312.9) {13.6) (144 9)
Net current assets/(habilines) 38.1 . (101.3) 0.7V {1242y
Total asscts tess current Labilities 2863 154.5 442.2 nz
Non-curreot Lahilines ! !
Long-term payables 19 (! {0.8) (125.2) i (120.7)
Finanaial habihities - long-term borrowings 20 {141.0) (11.4) {13151 -
Retirement henefit obligations 29 {72 9) (62 5) - -
Deferred tax habilities 32 {14.7) (14 8) . - -
Long-term provisions 2 (2.7} (3.3) (0.1} {on
) (232.4) ¢ (92.8) . (256.8)! (1208)
Net assets §3.9 ¢ 617 1854 4 190.9
. !
Muily 1 0
Called up share capial x5 74.6 74.6 74.6 | 74.6
Share premium account 25 418 438 43.8 43.8
Capital redemption reserve 25 38 ¢ 3.8 38 - 38
Retained camings 13 {68.3) {60.%) 63.2 3 68 7
Total sharcholders’ cqury 53.9 61.7 1854 190.9

Approved by the board of directors on 6 June 2006 and signed on its behalf by,

Directors.

Stewart Oades
Julian Stcadman

~ A dades

Chmban Savesen PLC Arnual Report 2006 39



Cashflow statements

for the year ended 31 March 2006

Net cash from operating actrvines
Operaung profit

Adustments for:

Excepnional operating costs

Profit on disposal of non-currenr assets
Depreciation and amorusation of non-current assets
Employee share based payment schemes charge

Movements in working capital and provisions
Difference berween pension charge and cash contnibutions
Exceptional items

Cash generated from operations
Interest pavd

Incerest received

Income tax {(paid¥repaid

Net cash generated from operating activities

Cashflows from invesang activines

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Purchase of business

Overdraft acqured with subsidiary undertakings
Proceeds from sale of juint venture

Net cash used in investing activities

Cashflows from financing activitics
Proceeds from new borrowings
Repayments of borrowings

Capital ¢lement of finance lease rentals
Dividends paxd

Net cash used in financing activities

(Decrcase)/increase in net cash and cash equivalents
Net cash and cash equivalents at 1 Apnl
Exchange gawns on cash and cash equivalents

Net cash and cash cquivalents at end of penod

Group Group Coempany Company
2006 2005 2006 2005
Notes im £m £n £m
i . ! !
: 209 18.1 . {08) (1.1}
1
t b
20 14 0.4 12
(3.6) (2.2) - -
' 24,7 271 - 01
, 0.5 - 0.1 - -
4.5 46.5 (02} 1 0.2
{5.5) , 6.5 (13) 14.9
03, 0.8 - -
3. ! {2.9) (04) (1.2)
356 509 (1.9) - 13.9
' {6.5) (6 4) (5.6) (5 2)
16 1.4 130 12,9
; {7 5) ! (2.4) - (3.7) 4 25
232 ¢ 43.5 1.8 ¢ 241
3 . i
L (18.8) {22.8) - -
7.1 5.5 - - _
- ©7) - -
3 (0.1} | - - -
‘ = 15 - -, -
T {118 (16.5) - -
1372 ¢ 10.3 1372 -
L (138 4) (9.0) + {1396} (8 1)
. (1.8;} 2.0y - -
‘ 19.6) {9.6) . (96} {9.6)
(12.6) | (103) -~ {1200 {17.7)
(1.2 167 - {102} 6.4
515 | 347 133 | 6.9
05 01 - -
18 508 515, 11 13.3
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Accounting policies

The prinaipal accounning policies adopted 1n the preparation of these finanual statements arce set out below These policics have been
consistently applied to all the years presented, except for those relanng to the classification and measurement of financial instruments
The Group has made use of the exemption available under IFRS 1 to only apply IAS 32 and 1AS 39 from ¥ April 2005,

Basis of preparanon

These financial statements have been prepared n accordance with International Financial Reporting Standards and IFRIC incerpretations
and with thosc parts of the Companics Act 1985 applicable to companies reporting under IFRS The financial statements have been
prepared under the historkal cost convention as modified by the revaluztion of financial assets and habilites held for trading.

A summary of the more important Group accounung policies 15 set out below.

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of esnmates and
assumptions thar affect the reported amounts of assets and Labihues and disclosure of connngent assers and habilines ar the date of

the financial starements and the reported amounts of revenues and cxpenses during the reporung period. Although these estimates and
assumptions are based on management’s best knowledge of the amount, the z2ctual results ulmately may differ from those esumates.
Esumates are principally used when accountng for pension costs, the useful economic lives of fixed and intangible assets, provisions and,
N certain lns‘tanu:s, l revenue recOgnation.

Fint nme adoption of IFRS
The exempnons from full retrospective applicauon available under IFRS 1 that have been taken are:

* Business combunanions
¢ Cumulative translation differences
* Share based payment transactions

Consolidanon

(a) Subsidiaries

Subsidiaries are all ennnes {including special purpose entities) over which the Group has the power to govern the financial and operanng

policies generally accompanying a shareholding of more than 50% of the voung nights. The existence and effect of potennal voting nghts

that are currently exercisable or convertible are considered when assessing whether the Group controls another entiry |

Subsidiaries are fully consolidated from the date on which control 1s transferred to the Group. They are de-consolidated from the darte
that conrrol ceases.

The purchase method of accounnting 1s used to account for the acquisition of subsidiaries by the Group. The cost of an acquisition 1s measured

as the fair value of the asscts given, equuty instruments issued and habihties incurred or assumed at the date of exchange, plus costs directly

artnibutable to the acquisiion. Idennifiable assets acquired and habilives and contingent hiabilities assumed in a business combinauon are

measured unally at their fair values at the acquisition date, irrespective of the extent of any minoricy interest The excess of the cost of

acquisition over the fair value of the Group's share of the wdentifiable net assets acquired 1s recorded as goodwill, If the cost of acquisinion

15 less than the fair value of the net assets of the subsidiary acquired, the difference 1s recogmised directly 1n the income statement \

Inter<~ompany wransactions, balances and unrealised gans on transactions between Group compamnues are ehminated. Unrealised losses |
are also climinated unless the transaction provides evidence of an impairment of the asset transferred Accounting policies of subsidiaries
have been changed where necessary to ensure consistency with the policies adopted by the Group.

{b} Assoaates
Associates are all ennities over which the Group has significant influence but not control, generally accompanying a sharcholding
of between 20% and 50% of the voung nghts.

Investments 1n associates are accounted for by the equity method of accounting and are iitially recognised at cost The Group's
investment i assoclates includes goodwill (net of any accumulated impairment loss) idennficd on acquisition,

The Group's share of s associates’ post-acquisition profits or losses 1s recognised in the income statement, and its share of post-
ACquISILION MoveMments 1n reserves 1s recognised i reserves. The cumulative post-acquisition movements are adjusted against the carrying
amount of the investment. When the Group's share of losses 1n an associate equals or exceeds 1ts interest in the assoctate, ncluding any
other unsecured receivables, the Group does not recogmise further losses, unless it has incurred ohhigations or made payments on behalf
of the assoviate.

Unrealised gans on transactions between the Group and its associates are chmiunated to the extent of the Group's interest in the
asstates Unrealised losses ase also cluminated unless the transaction provides evidence of an impawrment of the asset transferred.
Accounung policies of associates have been changed where necessary to ensure consistency with the policies adopted by the Group

{c} Jont ventures

The Group’s interests 1n jontly controlled enunes are accounted for by proportionate consolidation, T'he Group combines its shares

of the joint ventures’ mndividual income and expense, assets and lahilities and cashflows on a line-by-line basis with simular items 1n the
Group's financial statements. The Group recognises the portion of gans and losses on the sale of assets by the Group to the joint venrure
that 1 attnbutable to the other ventures The Group docs not recognise its share of profns and losses from the jownt venture that result
from the Group's purchase of asscts from the joint venture unnl 1t resells the assets on to an independent party However, a loss on the
transaction 1s recognised immedately if the loss provides evidence of a reduction i the net realisable value of current assets, or an
imparment loss.

Segment reporting |
A business scgment 15 a group of assets and operations engaged in providing products or services that are subject to risks and returns |
that are different from those of other business segments. A gecographwal segment 1s engaged in providing products or services within ‘
a particular economic environment that are sulyect to risks and retums that are different from those of segments operating in other

CLONOMIC envIFonOents. I

Centrally incurred costs are allocated to business scctors based pnmarily on the effore apphed by the central functions where this can be
speathically measured with any balance being allocared pro rata on the basts of segment revenues and capital employed. UK casts are not
generally physxally paid by overseas eanties but remawmn in the UK,

Chestan Sivesen PLC Annual Report 2006 41



Accounting policies

Foreign currency translanon

{a) Functional and presentation currency

[tems ncluded in the finanaal statements of each of the Group's entities are measured using the funcnonal currency, which is the local
currency m which the entity operates. The consohdated finanaal statemencs are presented in sterhng which ts the company’s funcuonal
and presentanon currency.

(b) lransactions and balances
The results and finanial position of all the Group enntics {none of which has the currency of a hyperinflanonary economy) that have
a functional currency different from sterling arc translated into sterhing as follows:

(1) Asscts and labilines for each balance sheet presented are translated at the closing rate at the dace of that balance sheer;
{11} Income and expenses for each income statement are translated at average exchange rates, and
(1) All resulung exchange differences are recogrused as a separate component of equity.

On consoldarton, exchange differences ansing from the translanon of the net investment in foreign entities, and of borrowings and other
currency nstruments designated as hedges of such investments, are taken 1o sharcholder’s cquity. When a foreign operation is sold, such
exchange differences are recogmised i the income statement as pact of the gan or loss on sale.

Goodwill and fair value adjustnents ansing on the acquisition of a foreign enaty arc treated as assets and hahlines of the foreign entrty
and translated at the closing rate

The exchange rates used for the translation of curo into sterhng were-

uo owro

2006 2008
Avcrage rate ' 1.46 | 146
Year¢nd rate 1.43 1.46

Property, plant and cqoipment

Land and buildings compnses mainly logistics depots, warehouses and offices. Land and buildings are shown at historic cost, less
subscquent depreciation for bwldings All other property, plant and equipment 1s stated at hustorical cost fess deprecianen. Historical
cost includes expenditure that 15 directly artbutable to the acquisinon of the wtems

Subsequent costs are included 1n the asset’s carrying amount or recogrused as a separate asset, as appropnate, only when it 1s probable
thar future economic bencfits associated with the item will flow to the Group and the cost of the 1tem can be measured relably, All other
repawrs and maintenance are charged to the income statement during the financial period in which they are mcurred

Depreaiation 1s charged so as to wrie off the cost or valuation of assers, other than land, over their esnmared useful lives, using the
straight line method, as follows:

*
Commercial vehicles 15
Trailers 10
Other plant and machinery 6.67-20

Frechold and long leaschold buildmgs {with SO years or more to run) are depreciated at 2% or 4% per annum scraight hine. Certain
specialised buldings are depreciated at 4% per annum straight hne for 15 years, and thereafier at 2% per annum straight hine for 20 years.

Short leascholds are depreciated i cqual annual mstalments aver the term of each lease.
The assets residual values and useful lives are reviewed, and adjusted if approprate, at cach balance sheet date

An assets’ carryng amount 1s witten down immediately to its recoverable amount if the asset’s carrying amount 1s greater than its
estimated recoverable amount.

The gan or loss ansing on the disposal or retirement of an assct 1s determined as the difference berween the sale proceeds and the
carrying amount of the assct and 1 recognused in the income statement,

Intangible asscts

{a) Goodunll

Goodwill ansing on consohdation represents the excess of the cost of an acquisition over the fair value of the Group® share of the

net idennfiable assets of the acquured subsidiary/associate at the date of acquisitron. Goodwll on acquisitions of subsidiaries and joint
ventures 15 included in intangible assets. Goodwill on acquisitions of associates 15 included m investments 10 associates Goodwill s tested
at least annually for umpairment, or whenever there 1s an indicauon of impairment, and 1s carried at cost less accumulated imparment
losses. Gains and losses on the disposal of an entity ik lude the carrying amount of goodwill relating to the entity sold

b} Computer software
Acquired computer sofrware licences are capitahised on the hasis of the costs incurred to acquire and bning to use the specific software.
These costs are amortsed on a straight hine basis over their estumated useful hives (3 to 6 67 years)

Costs associated with developing or mawntaining computer software programmes are recognused as an expense as incurred. Costs that
are directly associated with the producuon of identifiable and uruque software products controlled by the Group, and that will probably
gencerate economic benefus exiceding costs beyond one year, arce recognised as intangible asscts. Direct costs tnclude the software
development employee costs and an appropriate portion of relevant overheads

Computer software development costs recogrused as assets are amortised on a straight line basis over thewr ¢stimated uscful hives
(3 to 6.67 years).
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Impairment of assets

Assets that have an indefinite useful Lfe are not subject to amortisation and are tested annually for impaument. Assets that are subject
to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not

be recoverable. An impairment loss 1s recognised for the amount by which the asset’s carrying amount exceeds 1ts recoverable amount
The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing umpairment,
assets are grouped at the lowest levels for which there are separately idenufiable cashflows {cash-generating un:ts).

Capnalisaton of interest
The cost of financing major capual projeets prior 1o generating revenues 1s mcluded in the cost of the project and vapitalised The interest
rate 15 speaific to the actual rate payable in the country where the investment 1s made.

Iovesements

The Group classifies 1ts investments in the followng categones: loans and receivables, held-to-matunty investments, available-for-sale
financial assets and financial asscts  The classfication depends on the purpose for which the investments were acquired Management
determunes the classificanon of its investments at inual recogmtion and re-evaluates this designation at every reporting date.

Inventones
Inventories are stated at weighted average cost for manufactured goods for resale and on first-in, first-out basis for other stocks at the
lower of cost and net reabsable value. Cost includes an appropnate proportion of overheads

Trade recaivables
Trade receivables do not carry any interest and arce stated at ther nomunal value as reduced by appropriate allowances for estimated
rrecoverable amounts.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly hquid investments with
oniginal matunties of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings 1n current habihnies
on the balance sheet.

Borrowings

Borrowings are recogiused iminally at fair value, net of transacuon costs incurred Borrowings are subsequently stated at amortised cost;
any difference between the proceeds (net of transaction costs) and the redemption value 1s recognised in the income statement over the
period of the borrowings using the effective 1nterest method

Borrowings are classified as current hahihities unless the Group has an unconditional nghe to defer settlement of the habiliey for at least
12 months after the balance sheet date.

Taxation

The tax charge for the year compnises tax currently payable and deferred tax.

Current tax 1s the expected tax payable on taxable profit for the year, using tax rates that have been enacted or substannally enacted
at the balance sheet date, and any adjustment to tax payable 1n respect of pnor years.

Deferred income tax 1s provided in fuli, using the hahility method, on temporary differences arising between the tax bases of assets

and habiines and their carrying amounts in the consolidated financial statements, However, if the deferred mcome tax arses from mninal
recogmition of an asset or hability 1n a transaction other than a business combination that at the tume of the transactuon affeces neither
accounting nor taxahle profit or loss, it 15 not accounted for. Deferred Income tax 15 determuned using tax rares {and laws) that have been
enacted or substantaily enacted by the balance sheet date and are expected to apply when the related deferred income tax asset 15 reahsed
or the deferred income tax lrability 1s settled.

Deferred income tax assets are recogmised to the extent thar it 1s probable that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred income tax 1s provided on wmporary differences ansing on investments in subsidianies and associates, except where the uming
of the reversal of the temporary difference 1s controlled by the Group and it 1s probable that the temporary difference will not reverse
1n the foresceable future.

Employee bencfits

(a) Retirement benefit costs

‘The Group operates vanous pension schemes of both the defined benefit and defined contribunon type which arc established in
accordance with local condinons and practices in the countries concerned

Payments to defined contribution schemes are charged as an expense as they fall due

For the defined benefit schemes, the cost of providing benefits 15 determined using the Propxted Unit Method, with actuanal valuations
being carried out at each balance sheet date. Actuarial gains and losses are recogmised in full 1n the period 1n which they occur. They are
recognised outside profit or loss and presented in the Statement of Recognised Income and Expense.

Past service cost 15 recognised immediately to the extent that the benefits are alrcady vested, and otherwise 1s amormnsed on a straight-line
basis over the average period until the benefits become vested.

The retirement benefit obhigation recogmsed in the balance sheet represents the present value of the defined benefit obliganion as adjusted
for unrecogmised past service cost, and as reduced by the fair value of scheme assets Any asset resulnng from this calculanon 1s himited
to past service cost, plus the present value of available refunds and reductions 1n future contributions to the plan
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Accounting policies

{b) Share based payments
The Group has applied the requircments of [FRS 2 Sharc Based Payments. In accordance with the transitional provisions, IFRS 2 has
been applied to all grants of equity instruments after 7 November 2002 that were unvested as of 1 Apnii 2005,

The Group sssucs equity-settled share based payments to certain employees. kquity-settled share based payments are measured at fair
value at the date of grant. The fair value determined at the grant date of the equity-sertled share based payments s expensed on a
strarght-line basis over the vesnng period, based on the Group’s estimate of shares that will eventually vest.

Fair value 15 measured by use of the Monte Carlo simulation method.

The Group also provides employees with the ability to purchase the Group’s ordinary shares at 80 per cent of the marker value at
the ume of grant. The Group records an expense, based on s esumate of the 20 per cent discount related to shares expected to vest
on a straight-line basis over the vesung period

(¢} Termination benefits

Termunation benefirs are payable when employment 1s termmated before the normal renrement date, or whenever an cmployee accepts
voluntary redundancy in exchange for these benefits. The Group recognises termtnation benchits when 1t 1s demonsteably commurted
to either terminanng the employment of current employees according to a detailed formal plan without possibility of withdrawal;

ot providing termmnation benefits as a result of an offer made to encourage voluntary redundancy. Benefits falhing due more than

12 months after the balance sheet date are discounted to present value.

{d) Profit-sharing and bonus plans

The Group recognises a hability and an expense for bunuses, based on a formula that takes into consideranon the profit artributable
to the company’s shareholders after certain adjustments The Group recognises a provision where contracrually obliged or where there
1s 2 past practice that has created a constructive obligaton,

(e) Holiday pay
A provision 1s made at each balance sheet date for the amount the Group expects to pay in respect of any unused entitlement.

Excepuonal items

ltems that are both matenial and non-recurning and whose sigmficance 15 sufficient to warrant separate disclosure and Wentification withun
the financial statements are referred to as excepnonal items and disclosed within their relevant income statement category. Items that may
give rise to classification as exceptional wems include, but are not hmited to, significant and matenal restnactuning and reorganssation
programimes, asset impauments, profits or Josses arising on disposals of businesses or properties and hitigation settlements.

Provisions

Provisions for restructuning «osts and legal claims arc recognised when: the Group has a present legal or constructive obhgation as a
result of past events; 1t 1s more hikely than not that an outflow of resources will be required ro settle the obhigation; and the amount has
been rehably esumated. Restructuning provisions comprise lease rermmation penalties and cmployee termination payments. Provisions
arc not recogmsed for future operanng losses.

Where there are a number of similar obligations, the Likelihood that an outflow wall be required 1n settlement 1s determined by considenng
the class of obhigations as a whole. A provision 1s recognised even if the hikelihood of an outflow with respect to any one item included
in the same class of obligations may be small.

Revenue recogmuon -
Revenue 1s measured at the fair value of the consideranon received or receivable and represents amounts receivable for goods and services
provided in the normal course of business, net of valuc-added tax, rebates and discounts and after ehiminating sales within the Group.

Certain distnibution contracts oblige the Group to purchase goods from thiurd parties and sell them to the customer at cost. The Group

15 rewarded for the physical distnbution service provided but as the sale and purchasc of the goods have no impact on the operanng profit
they are excluded from revenue and cost of sales. Stocks, debtors less provisions for doubtful debts and creditors relating to such
transacuons are included 1n the consohidated balance sheet.

Sales of goods are recogused when goods are delivered and title has passed.

Yales of services arc recognised i the accounung period in which the services are rendered, by reference to completion of the specific
transaction assessed on the basis of the acrual service provided as a proportion of the total services to be provided.

Interest income 15 accrued on a time basis using the cffective interest method When a receivable 1s impawred, the Group reduces the
cArTyIng amouns to 1ts recoverable amount, being the esumated Future cashflow discounted at orsginal effective interest rate of the
instrurnent, and continues unwinding the discount as interest tncome

Dividend income from investments 1s recogmsed when the shareholder’s night to receive payment has been established.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retauied by the lessor are classified as operating leases.
Payments made under operating leases (nct of any incennves received from the lessor) are charged to the income statement on a straight-
hine basis over the period of the lease.

Dividend distnbution
Dividend distnibution to the company’s sharcholders 1s recognised as a hatality in the Group's financial statements in the penod in which
the dindends are approved by the company’s sharcholders Interim dividends are recogmised n the period in which they are paid.
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Accounting for derivative financial insauments and hedging actvises

Dervatves are mially recognised at fair value on the date a denivative contract 1s entered mnto and are subsequently re-measured ar thewr
fair value. The method of recogmsing the resulting gain or loss depends on whether the derivative 1s designated as a hedging instrument,
and if so, the naturc of the item being hedged. The Group designates certain derivauves as either' (a) hedges of the fair value of recognised
assets or habilities or a firm commitment (fair value hedge), (b} hedges of highly probable forecast transactions {cashflow hedges),

or (¢) hedges of net investments in foreign operations.,

The Group documments, at the inccption of the transaction, the relationship between hedging instruments and hedged items, as well as its
vk management objective and strategy for undertaking vanious hedge transactions. The Group also documents 1ts assessment, both at
hedge incepuon and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly cffective 1n offserting
changes 1n fair values or cashflows of hedged 1tems.

{a) Fatr value hedge
Changes 1n the fair value of dertvatives that are designated and qualify as far value hedges are recorded in the income statement, together
with any changes in the fair valuc of the hedged asset or hability that are attnbutable to the hedged nisk

(b) Cashflow hedge
The cffective pornon of changes in the fair value of derivatives that are designated and qualify as cashflow hedges arc recognised
i equiry. The gan or loss relating to the ineffective portion 18 recognised immediately in the income statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged rtem will affect profit or loss
{for instance when the forecast sale that 15 hedged takes place). However, when the forecast transaction that 15 hedged results in the
recogninion of a non-financial asset (for example, inventory) or a hability, the gamns and losses previously deferred in equty are
transferred from cquity and included in the initial measurement of the cost of the assct or Lhabihiy.

When a hedging instrument expires or 1s sold, or when a hedge no longer meets the critenia for hedge accounting, any cumulative

gain or loss existing 1 equity at that nme remains in equity and 1s recogrised when the forecast transacuion 1s ultumately recognised 1n
the income statement. When a forecast transaction 1s no longer expected to occur, the cumulative gam or loss thar was reported i equuty
15 inmediately transferred to the income statement.

(¢} Net investment bedge

Hedges of nct investments in forcign operations are accounted for similarly to cashflow hedges. Any gain or loss on the hedging
nstrument relaning to the effective portion of the hedge 15 recognised in equty, the gam or loss relaung to the ineffecive portion
1s recognised immediately in the income statement.

Gains and losses accumulated 1n equity are included in the iIncome statement when the foreign operation s disposed of.

{d) Derwatives that dv not qualsfy for hedge accounting
Certain denvauve instruments do not quahfy for hedge accounung. Changes in the fair valuc of any denivative instrumenrs that
do not quahfy for hedge accounnng are recogmsed immedsately in the income statement.

Insorance
Claims under che Group's self-insured policies in the UK are accrued on the basis of claims received at the balance sheet date together
with an allowance for claims wncurred but not receved

Christian Salvesen PLC Annuad Report 2006 45




Notes to the accounts

1 Segmental analysis

The Group'’s pnimary reporting format 1s business segments and 1ts secondary 1s geographical segments. The operating businesscs are
organised and managed separately according to the markets they serve

R:vem_r Segrment rewilt
Sales 1o Operaing
nres st extemmal profi befue Excepuronal Ciperatng,
Grom sales uales castomers excepoonals sema profic
Year ended 31 March 2006 L £m £m £m £m
Food and Consumer
UK 166.1 {2.5) 163.6 47 22 6.9
Support Services 56.9 - $6.5 38 - 38
Salvesen Foods 39.1 - 39.1 {0.2) - {0,2) .
Mainland Europe 153.1 - 153.1 4.9 - 49
Total Food and Consumer 414 .8 {2.5) 4123 132 2.2 154
Transport !
UK 155.6 - 155.6 (1.7) - (1.7)
Ibenia 1221 (0.3} 121.8 3.5 - 35
France 1311 0.1) 131.0 57 - 57 -
Total Transport 408.8 (0.4) 408.4 7.5 - 7.5
Total segment 823.6 {2.9) 820.7 20.7 2.2 229
Unallocated f |
kxceptional items — ¢entral - (20) (2.0}
Operating profit ' 20.7 0.2 209
Finance costs - nct t {5.3) - (5.3)°
Profit before tax ' 15.4 0.2 156 |
Tax (4.4} 0.6 (3 8)
Profit for the year 110 0.8 11.8
— Revenue Sepment result i
Saksto ting.
Leweraeprocme external profit befote Excepuonal Operatiog
Grom wales nio <ustomens exceptinals neme prohut
Year ended 31 March 2005 Lm £m £en £m fm Lm_
Food and Consumer
UK 177.3 (2 7} 174.6 4.8 (1.1} 3.7
Support Services 51.7 - 517 6 - 36
Salvesen Foods 415 - 41.5 {1.5) - {15)
Mainland Europe 152.3 - 152.3 4.5 (12) 33
Total Food and Consumer 422.8 (2.7} 4201 11.4 (23) 9.1
Transport
UK 155.3 - 155.3 2.6 - 2.6
Ibena 109.8 (0 2) 109.6 2.2 - 22
France 120.7 {0.2) 120.5 5.3 - $3
‘lotal Transport 385.8 (0.4) 3854 101 - 10.1
Total segment 808 6 {(3.1) 805.5 21.5 (2.3} 19.2
Unallocated
Exceptional items — central - a.1) {1.1)
Operating profit 215 3.4) 18.1
Finance costs — net {4.9} - (4.9)
Profit before tax 16.6 (34) 132
Tax (36} 1.1 {25
Profit for the year 13.0 23) 107

Revenue excludes sales of £66.5m (2005: £85 1m) where the Group 1s obliged under certamn logistics contracts to purchase goods

on customers” behalf and sell them on at cost.

Inter segment sales are priced at cost
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1 Segmental analysis {continued)

2006 2005
Ancts Liabises MNet assers Amcts Liahslives Mot aserts
galance shect £m £m £m £m im
Food and Consumer !
UK 57.2 {20.8) 36.4 52.0 {197} 323
Support Services 26.3 (82) 18.1 | 263 (8.6) 17.7
Salvesen Foods 24.7 {4.7) 200 . 23.2 {52) 18.0
Manland Europe 64,1 (36.5) 27.6 67.4 (40.3) 271
Total Food and Consumer 172.3 {70.2) 102.1 168.9 (73.8) 951
Transport
UK 572 {18.8) 38.4 606 (18 9) 41.7
Iberia 91.4 {29.8) 61.6 88.0 (24 0) 64.0
France 68.4 {32.9) 35.5 651 (29.4} 35.7
‘Total Transport 2170 (81.5) 135.5 213.7 (72.3) 1414
Total segment 389.3 (151.7) 2376 ! 382.6 (146.1) 2365
Unallocated
Central 12.3 (28.4) {16.1) 13.9 (28 ) {14.7)
Cash and cash equivalents 56.1 - 56.1 560 - 56 0
Tax and deferred tax balances 16.6 {17.0) (0.4) 14.9 (18.9} 40
Retrement benefit obhigation - {72.9) (729 ¢ - {62.5) {62.9)
Financial Labihties - (150 4) (150.4) - {149 6} {149.6)
Total 474.3 {420.4) §3.9 1 467 4 {405.7) 61.7
- 2006 2005 2006 2005
Capieal Capual Deprecaations Depreaancal
expenditure expemiture AMOctisaton ATOMHabon
B £m fm
Food and Consumer | E
UK 34 1.7 44 5
Support Scrvices 1.4 08 1.8 1.7
Salvesen Foods 0.6 0.5 13 1.5
Mainland Europe 2,5 10.5 50 ¢ 53
T()l.:_ll Food and Consumer 79 . 13.5 12.5 13.6
Transport i
UK 3 2.1 55 61
Ibenia 37 3.6 22 . 23
France 1.7 12 1.8 ° 1.8
Total Transport g5 6.9 9.5 ! 10.2
Total segment 16.4 204 220 23.8
Cenual 24 17 271 34
Total 18.8 221 24.7 | 27.2
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Notes to the accounts

1 Segmental analysis (continued)
Geographical analysis

The sales analysis tn the table below is based on the location of the geographical market which 15 not materalily different from the

geopraphical orgun.

Rncm;t Segment 1wt Capual expendaure
2006 2005 2008 2005 2006 2005
im i £m i £m £m _ £m f:h_
UK 4136 © 4215 ' 1759 . 1749 9.7 | 62
France 177.9 166.1 919 91.3 35 2.0
Benclux 69.0 . 70.7 333 . 355 1.6 ' 102
iberia 160.2 ! 1472, 1005 ! 948 4.0 37
Total segment 8207 ' 805.5 | 401.6 396.5 18.8 | 22.1
Unallocated assets !
- Cash and cash equivalents . s6t1 ! 56.0
- Tax and deferred tax balances . 166 ! 14.9
[ 4743 4674
Apalysts of revenue by category
2006 2005
Em Lm
Sales of goods 36.7 | 397
Revenue from services 784 0 7658
820.7 . B0S.5
2 Operating profit
QOperanng profit 1s stated after charging or (credining)
Group Group Company Ca y
2006 2008 2006 2003
B _ £m £m Lm Lm
Employee costs (note 3} 3082 . 294.8 3.8 2.7
Depreciation of property, plant & equipment !
- owned assets 208 4 222 - 0.1
— under finance lease 1.0 ' 11! - -
Doubtful debts : 0.2 - - -
Amorusation of intangibles 2.9 3.9 - -
Profit on sale of fixed assets {3.6) | (2.2) - -
Group Group Company Compary
2006 2008 2006 2008
_ £m Im _ Lm Cm_
Operating leasc rentals payable !
- Mmimum lease paymenis 48.0 ¢ 431 0.3 0.3
- Sublcases i (0.2} (0 2} - -
L 478 429 0.3 4 03
Duning the year the Graup (including its overseas subsidiaries) obtained the following services from 1ts auditors at costs as detatled
below:
Group Group Company ¥
2006 2008 2006 2008
£m £m »‘Sm ] im
Audnors remuneration !
Audut fees 0.5 0.5 0.1 0.1
Non-audit fees:
- taxabon advisory scrvices . 0.1 ¢ 01 0.1 0.1
- other services not covered above : 0.3 01 0.2 0.1
0.9 04 1 03
}
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3 Directors and employees

2000 2003
_ } Number Number
Average number of employees f ;
United Kingdom . 8,540 ; 8616
Overscas 4,705 ¢ 4,493
13,245 13,109
) 2006 2005
) £m £m
Employment costs dunng the year '
Wages and salanies 259.5 247.%
Share based payments 0.5 , 0.1
Social security costs : 36.0 | EXR
Other pension costs 12.2 ¢ 133
3082 i 294 8
o 2006 2005
_Lm _ Im
Key management compensanon ‘
Salanies and short-term etaployee benefics 3.1 2.3
Termunation benefits 0.4 0.7
Share based payments 02! 01
37 31
The key management figures given above include directors, together with business unir heads and key functional heads
- 2006 2005
- &n —
Darcctors’ remuncration i
Executive directrors 0.8 1.1
Non-exccutive directors 0.3 0.3
1.1 1.4
Dusclosures on directors’ remuneration, pension entitlements and long-term share incentives required by the Companies Act 1985,
those speaified for audir by the UK Lisung Authonty and the addinonal disclosures required under Directors' Remuneration Report
Regulations 2002 are included wn the remuneranon report on pages 29 to 33 which forms part of these finanual statements,
4 Exceptional operating income and cost
2006 2005
im £{m
Restructuring and site closurc costs {20} {2.3)
Customer claum - {1.1)
Exceptional profit on sale of fixed assets 22 -
02 - {3.4)
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Notes to the accounts

5 Interest receivable, interest payable and similar charges

2006 2008
i im im
Interest expense: i
Bank loans and overdrafts (5.7} (5 4)
Interest payable on finance leases (0.7} (0.8)
Amortisation of 1ssue costs of bank loan (0.5) (0.1
Interest payable and similar charges 691 (6 3}
Interest receivable 1.6 1.4
Net interest payable (5.3} (49)
6 Income tax expense
- 2006 2005
. _£m Lm —
Analysis of tax charge m the year ¢
Current tax i
UK corporaton tax 0.5 0.8
Overseas tax 2.4 47
29 ¢ 55
Deferred tax '
UK 0.9y (0.9}
Qverscas 1.8 {2.1)
0.9 1 (30)
Tax charge 38 { 2.5
Analysed as: ;
Tax on profit 3.8 3.1
lax credit on exceptional adounistrative expenses (0.6} (1.1)
Prior year corporauon tax adjusuments 0.6 0.5
Taxanon 3.8 | 25
Tax on wems credited to cqury
’ ’ T 2006 2005
) _ £m £m
Current tax credit on exchange movements offset i reserves 0.1 0.2
Deferred tax on pension deficut - -
Toual current tax credited to equuty 0.1 | 0.2
The tax for the year 1s lower than the standard ratc of corporation tax in the UK (30%). The differences are cxplained below:
h i ) 1006 2005
£m £ _
Profit before income tax 15.6 | 132
Multiplied by standard ratc of corporation tax wn the UK of 30% (2005: 30%) 4.7 | 4.0
Fifects of- i
Adjustments to tax in respect of prior penod 06 . {0.3)
Adjustment in respect of overseas tax rates 01 0.2
UK capual gains covered by rehiefs (1.0} , 02
Other umung/disallowable items (0.6} , (1.2)
Actual tax on profut 38, 25
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7 Dividends on ordinary shares

2006 2003
- - £m —
Prior year Final pad 2.45p per share (2005, 2.45p) 6.4 6.4
Current year intenim paid 1.20p per share (2005: 1.20p) 3.2 . 3.2
Total 3.65p per share (2005: 3.65p) (nore 25) 96 | 96

The directors are proposing a final dividend in respect of the financial year ended 31 March 2006 of 2.45p per share which will absorb
£6 4m of sharcholders’ funds. If approved, the final dividend will be paid on 31 August 2006 to shareholders who are on the register
of members on 4 August 2006

8 Earnings per share

Basic earmings per share 1s calculated by dividing the eamings aunbutable to ordinary sharcholders by the weighred average number
of ordinary shares outstanding during the year, excluding those held in the employce share trust, which are treated as cancelled.

For diluted earnings per share, the weighted average number of ordinary shares in ssue 1s adjusted to assume conversion of all dilutive
potential ordinary shares. The Group has two classes of dilutive potenual ordinary shares: thase share opnons granted to employees
where the excrcise price 1s less than the average market price of the company’s ordinary shares during the year and the contingently
wssuahle shares under the Group’s executive share opuon scheme.

2006 2003
Bask 4.46p | 4.04p
Diluted 4.43p 4.02p
i ’ 2004 2005
) 000 000
Average oumber of shares
Weighted average ordinary shares in 1ssue during the year 265,264 265,263
Shares owned by the Christian Salvesen Fmployee Share Trust (538) | {556)
Weighted average ordinary shares used in basic earmings per share calculation 264,726 | 264,707
Dilutive potential ordinary shares 1,912 1,155
Diluted weighted average number of shares 1n year 266,638 | 265,862
9 Profit of parent company
2006 2008
L im
The amount of the consohdated profit for the financial year dealt with 1n the accounts of the parent company 15 4.1 4.8

As permurted by Section 230 of the Compames Act 1985, no meome statement 1s presented for Christian Salvesen PLC.
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Notes to the accounts

10 Goodwill

2006 2005
- - - o - £m fm
Cost ]
At 1 Apnl 67.5 65.3
Exchange adjustments 121 22
Net book amount at 31 March 68.7 67.5
The carrying amounts of goodwill allocated to cash generating units 15 as follows:
S - - — — —/ —/ T T T T Taeee T Tawes
- - - - - - . _f&m e
Transport Ibera 488 | 48.0
Transport France 199 | 19.5
lotal 687 1 67.5

‘The Transport Iberia goodwill of £48 8m relates to the acquisinon of Gerposa 1n 1999, The Transport France goodwill of £19.9m
relates to the acquisiton of Dacfewdle 1 2001 The cost of Gerposa {including acquisinon costs) was £69.4m and the cost of Darfewlle
(including acquisiuon costs) was £19 Om

All of the recoverable amounts were measured based upon value in use calculanons. The cakulations were based upon cashflow
projections for the next § years for each cash generating unit using approved budget figures for the year to 31 March 2007 and the
strategic plan for the years ended 31 March 2008 and 2009. Subscquent cashflows have been imcreased at a rate of 3%. The cashflows
were discounted using a post-tax risk adjusted discount rate of 6.7%.

In the casc of Gerposa, tf the discount rate were to merease to 8.6% or the operating profit forccasts were reduced to 64% of those
projected, then the recoverable amount would equal the carrying amount. With Darfewlle, the discount rate would need to increase to
17.5% or operanng profit forecasts reduced 10 22% of those projected for the recoverable amount 10 equal the carrying amount.

B 2006 2005

T T T T

Fotma: oftware Toeal s::n:m software Tenal
- - - - - . & _ M > A
Cost :
At 31 March ' 8.8 15.0 238 | 83 15.7 24.0
Exchange differences ! - a.2 02 . - 02 0.2
Addinions — internally generated X 2.0 ~ 20 05 - 0.5
Addinons - separarely acquured - 08 0.8 - 1.7 17
Disposals ¢ (0.6} - {0.6) . - (2.6} (2.6}
At 31 March : 10.2 16.0 262 88 15.0 238
Amortisation , .
At 31 March 6.6 8.7 15.3 5.5 7.5 130
Exchange differences ! - 0.1 0.1 - 0.1 0.1
Charge for the year . 20 0.9 29 11 18 1.9
Disposals 0.6} 02 04) - (1.7 (7
At 31 March 8.0 99 17.9 6.6 8.7 15.3
Net book value at 31 March ! 22 6.1 83 - 22 6.3 8.5
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12 Property, plant and equipment

Gronsp Camparry
Asscty in
Land and Plart and course of Mant and
buidig Vehucdes mackmery conwtructon Total
- £m £m fm im im fm
Cost
At 31 March 2005 1526 75.0 187.8 0.9 416 3 1.3
Exchange differences 0.9 0.6 07 - 2.2 -
Acquisitions - 03 0.1 - 04 -
Addmons 31 3.8 9.1 - 16.0 -
Disposals (5.4) (13.5) {23 6) - (42.5) -
Transfer - 0.1 06 (0.7} - -
At 31 March 2006 151.2 66.3 1747 0.2 3192.4 1.3 §
Depreciation
At 31 March 2005 65.3 50.5 146.9 - 2627 11
Exchange differences 0.4 0.4 0.5 - 1.3 -
Acquisitions - 0.1 0t - 0.2 -
Charge for the year 4.6 63 109 - 21.8 -
Disposals 4.0) (10.1) (22.5) - {36.6) -
At 31 March 2006 66.3 47.2 1359 ~ 249 4 1.1,
Net book value at 31 March 2006 84.9 19.1 388 0.2 143.0 02
Group r
Assts un - 7
Land and Plant and course of Plant and
banldegs Vehicdey machinery conmEnuhon Total
£m £m im Im £m_
Cont
At 31 March 2004 145.3 88.1 185.5 03 419.2 1.3
Exchange differcnces 1.7 1.2 1.4 - 43 -
Additions 8.3 3.9 6.8 0.9 199 -
Disposals {3.0) (18.2) (5.9 - (27 1} -
Transfer 0.3 - - 0.% - -
At 31 March 2005 1526 75.0 187.8 0.9 416.3 1.3
Deprecration
At 31 March 2004 621 589 140.5 - 261.5 1.0
Exchange differences 08 0.7 1.0 - 25 -
Charge for the year 4.6 8.0 10.7 - 231 0.1
Disposals {2.2) {17.1} (5 3) - {24.6) -
At 31 March 2005 65.3 505 146.9 - 262.7 1.1
Nect book valuc at 31 March 2005 87.3 24.5 40.9 09 153.6 02
Group Compary )
Assets 1n
Land and Plant and course of Plant and
xaddings Vehscles machunery Longtnaction Total muchencry
i £m im £m £m £m L_m_
Nzt book value of assets held under finance leases
At 31 March 2006 15.0 0.5 1.1 16.6 -
At 31 March 2005 15.3 13 12 - 17.8 -
Net book value of capitalised interest
At 31 March 2006 0.7 - - - 0.7 -
At 31 March 2005 08 - - - 0.8 -

No interest was caprtalised duning the year (2005: mil),
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Notes to the accounts

12 Property, plant and equipment (continued)

2006 2008
- - £n‘ —
Group
Analysis of the net book value of land and buildings !
Frechold properties ' 64.1 ' 65.5
Leaschold propertics with 50 years or more to run 1.8 ' 23
Leasehold propertics with less than 50 years to run 190 19.5
84.9 . 87.3
13 Investment in subsidiaries
2006 2005
£m £m
Company ) ,
At 31 March 150.4 . 150 4

Principal subsidiary undertalangs

The subsidiary undertakings whose results or financial position, mn the opinion of the directors, prnincipally affected the figures shown
mn these accounts and the main countries in which they operate are shown below. The directors consider that to give full paruculars

of all subsidiary undertakings would lead to a statement of excessive length

All companies arc wholly owned and incorporated in the UK or in the principal country of operanon {where this 1s outside the UK),

All subsidianes are included in the consohidartion.

Salvesen Logistics | imited UK Christian Salvesen Gerposa S5A
Chrisuan Salvesen SA France Inverleith Insurance Co Limuted®
Chnstian Salvesen {Belgium} NV Belgium Inveralmond Insurance Limited *
Christan Salvesen Nederland by Nesherlands Darfewlle Assocwes SA

*Irect mabsndanes of the parent company
All sharcholdings o the above are of cedinary shares of other equety capral.

14 Investment in associates and joint ventures

Assoctarcs
The Group's investments in associates, all of which are unhisted, were as follows:

Spain

Isle of Man
Lrcland
France

Group

fn
At 31 March 2005 0.6
Share of profit after income tax -
Fxchange differences 0.1
At 31 March 2006 0.7

The Group’s investment in associated undertakings are accounted for using the equity method and comprises a 25% holding 1n the 1ssued

share capttal of Centro Logisuco del Automovil SA, a Spanish logistks management company.

On 1 October 2005, the Group acquired the remamning share caputal of Axiondo France SA, untl then it owned 48.98% and hence

accounted for the investment as an assoaiared undertaking under the equiry method {see note 34).

Country of Asscts Laabahitses Revenues Profitf{] oma) Lreres beld
Name InCOrporztaon £m Im £m fm Y
2006 :
Centro Logistico del Automowvil SA . Spain 6.7 (3.7) 4.7 01 25
2005
Aiciondo France SA France 1.2 {1.2} 2.2 (0.2) 48.98
Centro Logistico del Automovil SA Spain 69 (4.0 5.4 0.3 25

(5.2) 76 01

See note 33 for transactions hetween the Group and its associates and joint ventures
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14 Investment in associates and joint ventures (continued)

Jomt ventures
The Group's joint venture holdings are as follows:

1) Salvesen Boxtel by, incorporated i the Netherlands ~a 509% joint venture with Dumeco by,
u} Salvesen Logistica SL, incorporated in Spamn — a $0% joint venture with Danonc SA,

) Salvesen Logisfashion SL, wncorporated in Spain — a 50% jount venture with Logisfashion SA;
None of the above investments are held durectly by the parent.

1w} On 30 November 2005, the parent invested £50,000 in a 50% investment in the ordinary share capital of Holistica Solunions T imited,
a UK jomnt venture company with APL Logistics Lymited.

In relation to the Group’s intecest in jount ventures, the asscrs, habihities, income and expenses arc shown below:

2006 2008
- bn £m_—

Non-current assets ! 06 0.8
Current assets ) 108 84
Current lubilines ’ (86)1 (7.3
28 ° 1.9

Income . 46.4 1 44.7
Expenses (44.3) ' (42.9)
) 21 18

Tax (07): (0 6)
Share of post tax results from joint ventures 14} 1.2

The associates and jownt ventures have no sigmficant conungent habilites to which the Group 15 exposed.

15 Finance leases {lessor)

The company has a finance lease facility 1n place with a major customer for the long-term leasing of loose equipment. The lease carries
a vanable interest rate based on EURIBOR.

Present valuc of mimmum lease payments.

2006 2008

i £m £Em
No later than onc year . 1.4 1.5
Later than one year and no later than five years ‘ 56 6.0
Later than five years , 48 24
. 1.8 ! 9.9

16 Inventories
2006 2005
N £m ] £m
Raw materal and ¢onsumables ' 44 : 4.8
Work 1n progress 4.6 5.5
Goods for resale and Anished goods 7.9 7.3
169 17.6

The cost of inventories recognised as an expense and included 10 ‘cost of sales’ amounted to £35 Sm (2005: £38.3m)
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Notes to the accounts

17 Trade and other receivables

Group Group Comparny Coenpany
2008 2008 2006 2005
— fm fm £m il
Amounts falling due within one year, : i
Trade debtors 136.0 128.2 - -
Less: provision for doubeful debrs (4.0) 3 {3.8) -1 -
‘Trade debtors - ner 1320 124 4 - -
Amounts owing from subsidtary undertakings - - 23 09
Other debtors 108 ' 6.4 34 EX
Prepayments and accrued income €5 | 57 0.1 01
149.0 . 1365 58 | 46
Amounts falling duc beyond one year ‘ i
Amounts owing from subsidiary undertakings - - 2923 285.3
Other debtors 3.2 2.3 - -
32 23 2923 | 285.3
Other debtors falling duc within one year include £4.1m (2005: £1.4m) of capual debtors.
18 Cash and cash equivalents
_ Group Group Company
2006 005 2006 2008
_ £m £m Em £m
Cash ar bank and in hand 418 ;272 25 0.3
Short-term bank deposits 14.3 288 16 ° 15.8
Cash and cash equivalenes {for the purpose of the balance sheet) 56.1 56.0 4.1 16.1
Bank overdrafts (5.3) 4.%) {1.0% ; (2.8)
C.ash and cash equivalents (for the purposc of the cashflow) 508 515 31! 13.3
The effecnive nterest rate on short-term deposits was 4 1% (2005: 4,.3%)
19 Trade and other payables
- Croup Group Company Compazy
2006 2005 2006 2005
_ _ fm im Em £m_
Amounts falling due wrthin one year: ! |
‘Irade payables 580 515 04 0.3
Bills of exchange payable 15.4 164 - -
Amounts owing to subsidiary undertakings - - 24 ' 2.3
Other taxation and social secunty payable 275 22.0 - -
Other payables 207 236 01 2.5
Accruals and deferred income 403 41 7 30 2.7
1619 155.2 59 4 78
Amounts falling due beyond one year: '
Amounts owing to subsidiary undertakings - - 125.2 1207
Qther taxauon and social secuncy payable 0.9 | 0.6 -, -
Other payables 0z . 0.2 - -
11 0.8 1252 1207
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20 Financial liabilities — borrowings

“o0e re A oA -4
£m £m __tm £m

Non-current. i
Bank borrowings (131.5) - . (1315)! -
Finance leases (5.5) : (11 4) -4 -
(141 0) ! (11 4) (131.5) ¢ -

Current: b
Bank borrowings (2.0) (131.7) 0.8 + (1304)
Bank overdrafts {5.3) : (45) . (10) (2.8)
Funance leases (2.1}’ (20 - -
' (9.4) . (138.2) " (0.2)° (1332
Borrowings (150.4) ' (1496) *  (131.7) (133.2)

Deduct , ;
Cash ar bank and n hand : 41.% 27.2 2.5 ¢ 03
Short-term deposits ; 143 288 1.6 ! 15.8
56.1 56.0 41 , 16 1
Net debt T 943y (93 6) (12761 (11

On 1 S¢ptember 2005 che Group repaid 1ts old syndrcated foan facility and replaced it with a new, three year unsecured £157m syndicared

loan facihty. Interest on the new facility 1s based on a margin above LIBOR or EURIBOR dependent on the currency of any drawings

Included 1n the Group’s borrowings set out above 15 £11.6m (2005- £13.4m) which 15 repayable under finance lease instalments
as shown below.,

006 1005
Mimumum Mummum
lease paymemts Interes Pnnog lease payments Interest Pnnapal
_ £m £m £m im Em
Fixed rate leases

I ess than onc year 29 05 15 ¢ 19 06 1.3
Between one and five years 7.7 0.7 7.0 9.4 12 8.2
Morc than five years - - - 0.2 - 02
9.7 1.2 85 . 11.5 1.8 9.7

Variable rate leases ! ‘
Less than one year 0.6 ¢ 0.7
Between anc and five yearcs 24 2.6
More than five years ' 01 0.4
3.1 3.7
11.6 13.4

The interest on the vanable race feases of £0.1m (2005, £0.2m) 15 based on a margin above FURIBOR.

The currency of the (inanuial habihities was as follows:

Group ) C ompany
Toxal erhiog fury Tocal werlng euro
R £m im R £m. im im L
At 31 March 2006 '
Fmance leases {te - 116 - - -
Other long-term borrowings 1315 (1.1} 132.6 135 (1.1} 1326 ¢
Qverdrafts and short-term borrowings 7.3 4.5 2.8 0.2 02 -
150.4 34 147.0 131.7 {0.9) 132.6
- Group o Company
I'cz: iuln‘: md;: Toz:nl uzrl:tr: ruL::
At 31 March 2005
Finance leases 13.4 - 13.4 - - -
Ovcrdrafts and shon-term borrowings 1316.2 4.5 17 133.2 28 130.4
149.6 4.5 145.1 131.2 2.8 130.4
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21 Financial instruments
Fnanaal babibities - derivanive financial instrumcnts

In accordance with [AS 39 (Fmancral Instruments- Recognition and Measurement) the Group have reviewed all contracts for embedded
denivatives that are required to be separately accounted for if they do not meet certain requirements  The Group did not idennfy any

such denivauves,

The Group has elected to take advantage of the exemption under IFRS 1 only to apply IAS 32 (Financial Instruments: Disclosure and

Presentation) and IAS 39 (Financial Instruments: Recogniuon and Mcasurement) from 1 Apnil 2005

The cifective interest rates at the balance sheet date and the penods i which interest bearing financial assets/{lhiabilinies) are repayable

are as foilows:

FHective Total Withen 1 year 1 2 years 25 yean Over § years -
wAETeR Tale {m Lm im fm tm
Group . ‘
At 31 March 2006 )
Cash and cash equivalents ; 41% 56.1 56.1 - - -
Finance leases . 57% (11.6) (21) 2.1 (73) (0.1)
Other long-term borrowings 4.2% (131.5) - 0.8 {132.3) -
Overdrafts and short-term borrowings 43% {7.3) {7.3) - - -
194.3) 467 3 (1396 .1 .
B it gl Weelgw o i smn o Ow i
Group
At 31 March 2005
Cash and cash equivalents 4.3% 560 56.0 - - -
Finance leases 5.6% (13.4) (2 0) (2.0) (8 8) (0.6)
Overdrafes and short-term borrowings 29% {136.2) {136,2} - - -
(93.6) (82.2) (20) (8.8) {0 6)
Effective Tesal Withun 1 year 12yearn 25 yean Ower 5 yaan
_ meres rae Em im £m £m Lm
Company : ;
At 31 March 2006 i
Cash and cash eqquvalenes , 2.0% 4.1 4.1 - - -
Other long-term horrowings Y 42% {131 %) - 08 {132.3) -
Overdrafts and short-term borrowings . 5.5% (0.2} 0.2} - - -
' {127.6) 3.9 08 (132.3) -
mug:‘::: Trz:‘l Witlun | rz: 12 yez; 25 ynL: Over 5 yean
Company
At 31 March 2005
Cash and cash equivalents 4.4% 16.1 16.1 - - -
Overdrafts and short-term borrowings 2.9% (133.2) (133.2) - - -
(117.1) (117 1) - _ _
All financial asscts/{habihities) with the excepnion of finance leases are subject to repncing within one year.
Far values of financial instruments
The fair value of financial asscrs and habilitics together wath the book value shown i the halance sheet are as follows.
- 2008 2005
Book value Fau value Book value Faur uJue_
_ £m £m im
Asscts/(habibucs) :
Trade and other receivables 149.0 149.0 136 % 136.5
Cash and cash equivalents ’ 56.1 56.1 560 56.0
Trade and other payables (161.9) {161 9) (155.2) {155.2)
Overdraft and short-term horrowings (9 4) (9.4} (138.2) (138.2)
Long-term borrowings {141.0) {141.0) {11 4) {11.4)

Estimanon of fair valucs

For all items, the book value approximates to the fair valuc because of the short-term maturity of the instruments.
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21 Financial instruments (continued)

Borrowing facilines
The Group has the following undrawn comrmitted bank facihties available at 31 March 2006-

2006 2005
—_— — —_— — — e b‘ —— —
Expiring in less than one year - 696
Expiring in more than two years ' 24.4 | -

All the undrawn comminied bank facilities are at variable rates.
All condions precedent at the balance sheet dare have been met in respect of the available undrawn facilities shown above.

Credit nsk

The main credit risk hes with the Group's trade receivables. Management have estmated the provision for doubtful debts based on pnor
experience and their assessment of the current economic environment. Concentratuons of credit nisk with respect to trade reccivables are
luniced due to the Group’s customer base being large and unrelated Credit nisk on bank balances and short-term deposits 1s imited as
they are held with authorised banks or short-term investment funds with credit ratngs approved by the board.

Intercst and forcign exchange rate nsk

The Group uses borrowings w0 euro o hedge assets denomunated in the same currency i order o manage the impact on the Group
balance sheet of exchange movements. The foreign exchange loss of £2.5m (2005: £4.1m)} on translanion of the borrowings into sterling
has been recognised directly m reserves.

The interest rate and currency nisk profile of the Group’s financial assets and Labilines at 31 March were

- e s
Tatal Poarng rate Fuxed rate Toeal Aoatmg rate Fixed rate
o fo fen fm B
Sterling. .
Cash 1 258 25.8 - 36.9 36.9 -
Unsecured borrowings (:3.4) {3.4) -1 (45) (4.5) -
22.4 22.4 -, 324 324 -
Furo: : i
Cash , 30.3 30.3 - 19.1 19.1 -
Unsecured borrowings . {1354) (135.4} - - {131.7) {131 7) -
Finance leascs (11.6}) {3.1) (8.5) ; (134} (3.7) (9.7}
N {1167 {108 2} {8 5} (126.0} {116 3y 97
(94 3) {85.8) (8.5) - {93.6) {83.9) {9.7)

Short-term debtors and creditors have been excluded from the informauon above,
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22 Provisions

Trapder to
At 31 Masch Charged 1n wwome  Au3 March
2005 Unilised the year Halement 2006
£m £m £m im f-r?__
Group
Amounts falhng duc within one year: ;
Ununsured losses 8.3 {3.0) 3.7 -, 9.0
Dilapidations 0.5 - 0.2 {0 4) 0.3
Restructuring, 17 (2.4} 2.0 (0.6} . 07}
Onerous leases 03 (0.3} - - -
Holiday pay 4.3 (4.2) 39 - : 40 -
Other 03 (0.1) 02 - 0.4 |
15.4 (10.0) 10.0 (1.0) 144
Amounts falling due beyond one year: .
Returement indemnuy 1.0 0.1 0.2 - 1.1
Dilapidations 1.7 (0 4) - - 1.3
Onerous lcases 0.3 {0.3) - - -
Other 0.3 - - - 03
33 (0.8) 02 - 2.7
- Tramier to B
At 3t March Chasged mcome At 31 March
2005 Uiloed the year Rasment 2006
- £m £m £m im £m
Company 1
Amounts falling due within one year:
Uninsured losses 39 (2.2) 5.8 - 7.5
Amounts falling due beyond one year ' '
Dilapidations 01 - - - o1

Uninsured losses

The uninsured losses provision 1s 1n respect of the cost of claims {prinaipally for commercial vehidles and employer’s hability) which are not
insured externally, and fall below the excess of the Group’s insurance policies Claims are strictly payable within onc year but the direcrors
anucipate that payments will generally be made over the course of the next five years although some claums can take longer to sertle,

Rctirement indemaity
This represents the oblhiganon to pay renrement compensation to employees in France at the end of their working hives and 15 generally
duc to be paid 1in more than one yeat.

Dilapidations
Provisions are established over the hifc of the lease for propertics leased by the Group to cover remedial work necessary at lease
termunanen under the terms of the leases Unlisation of this provision will be generally within the next 10 years as the leases expure.

Restructuning costs

As part of the decentrahisarion of various Group acovities, costs were incurred, predormnantly in the UK, in restrucruring both within
the UK operauons and the Group funcuons, At 31 March 2006 some of this cost remained unspent although the costs had been wincurred
and were sertled shortly after the end of the period.

The Foud and Consumer Mainland Furopean business also restructured its Benelux operations and some of the cost of this restructuring
remained unspent at 31 March 2006. It will be completed shortly after the end of the period.

Hohday pay
‘This represents holiday days not taken, and 1s due to be paid within one year.

QOaerous kases
This represents provision for residual lease commitments on disused properties which management do not expect to be aither utihised
or sub-let in the foresecable future.
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23 Called up share capital

2006 2005
— - =
Group and Company i
Authonsed !
320,000,000 ordinary shares of 28%p 90.0 ! 90.0
Allotred called up and fully pad !
265,263,244 ordinary shares of 28%p cach at 1 Apnil 2005 74.6 74.6
4,267 Ordinary shares 1ssued durning the year - -
265,267,511 ordinary shares of 28'p cach at 31 March 2006 746 74.6

Dunng the year 4,267 ordinary shares of 28'p were 1ssued and allotted for cash under the terms of the Chrisnian Salvesen Savings-
Related Share Option Scheme 1997 The aggregate nominal value of the shares 1s £1,200 and the cash consideration recewed was £1,920,

Potconal issues of ordinary shares

Certawn scor executives hold options to subscnbe for shares m the company at prices ranging from 55p to 146.5p under the executive
share oprion scheme approved by shareholders 1 1997. No options were exercised n 2006, The number of shares subject to options,

the periods in which they were granted and the periods in which they may be exeraised are given below:

Exercme prue Esoplowees 2006 2005
Yuwolga e ewbw  Bewwepmed | rombe  sumher
1997 108p 10 Apnl 2006 o October 2007 1,058,435 10584315
1998 118.5p 1 April 2006 to Junc 2008 60,759 { 60,759
1999 125.5p 2 April 2006 to [une 2009 137,450 137,450
1999 121p 9 April 2006 to November 2009 411,695 , 411,695
2000 146.5p 8 Apnil 2006 to Junc 2010 120,307 = 120,307
2000 132 Sp 3 Apnl 2006 to November 2010 67,923 . 11320§
2001 132p 4 Apnl 2006 to Junc 2011 184,468 ' 207,195
2001 91p 47 April 2006 to December 2011 1,987,228 12,053,162
2002 92.5p 6 April 2006 to July 2012 303,783 | 303,783
2003 75p g Aprl 2006 to January 2013 982,999 ; 982,999
2003 $5p 6 July 2006 to 2013 154,086 254,086
2003 S8p 2 December 2006 to 2013 1,534,474 11,560,338
2004 60p 14 July 2007 to 2014 316,658 316,658
2004 S7p 1 December 2007 10 2014 87,719 ' 87,719
7,407,984 !7,667,789
The option movements over the year are as follows:
- - - - T T T T T T T T T/ T T Taeee T T T Tees
Wrigherd average Werghred averagy
exercr prce exercme pnce
- | Momtar pocepadar Numbo peeperdun
Outstanding at 1 Apnl 17,667,789 9,889,984 92.3p
Granted ' - 421042 §9.4p
Lapsed . {259,80%) (2543237} 1iS.1p
Exercised : - ‘ - -
Ourstanding at 31 March 7,407,984 86 9p 1 7,767,789 86.8p
Exercisable at 31 March N Nil

All UK employecs with the appropriate qualifying service arc eligible to parucipate from time to nme in the Savings-Related Share Opuon
Scheme 1997, No opuons were granted under the scheme duning the year. At 31 Maech 2006 apuons granted under the scheme were
held over a total of 5,078,680 (2005: 7,727,580) ordinary shares of 28'p as follows:

Year of grant

2002
200¢

Exercse prat Employoes
pence number
77p -
45p 961

5,078,680
5,078,680

2,283,060
5,444,520

17,727,580
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23 Called up share capital (continued)

‘The opuion movements over the year are as follows.

2006 2005
Werghted averapge Weigheed average
CRLraC prar exeroIse Prwe

- Nomber penoparchue Number  pence pershare
Ourtstanding ac 1 Apni '7,727,580 S4p 2,579,368 77p
Granted . - - 5,481,323 45p
Lapsed (2,644,633 73p . (333,111) 73.5p
Exercised (4,267} 45p - -
Outstanding at 31 March 15,078,680 45p 7,727,580 S4p

Excercisable at 31 March ; Nl 1 Nil

24 Employee share schemes

Share-based payments

The Group has apphed IFRS 2 ‘Share Based Payments’ from 1 April 2004 to those optrons which were issued after 7 November 2002
and which had not vested by 1 Apnl 2005. The Group 1s not requured to apply the requirements of IFRS 2 to opnons issued prior to
7 November 2002 and which had not vested by 1 Apnl 2005 as the fair value had not been publicly disclosed.

{a) Executive Share Option Scheme

The Execunve Share Qption Scheme (ESOS) was intoduced i 1997, Under che ESCHS the remuneration comauttee can grant options
aver shares in the company to the employcees of the company. Options are granted with a fixed exercise price generally equal to the market
prre of the shares under option at the date of grant. The contractual life of an option 1s 10 years. Awards under the ESOS are generally
reserved for employees at senior management level and above There are no reload feazures. The company has made regular grants since
1997, Opuions granted under the ESOS will become excraisable on the third anniversary of the date of the grant, subject to the growth
n earrungs per share over that period exceeding an average of inflation plus 3% per annum and if the company’s TSR over the same
period matches or exceeds that of the FTSE Mad 250 index {excluding imvestment trusts) Exervise of an option 1s subject to continued
employment. Options were valued using the Monte Carlo stmulation model. Performance conditions were included 1n the faur value
calculations on the basis that those condimons will be met. The fair value per option granted and the assumptions used in the calculanon
are as follows:

10 January 3july 10 December SJuy 9 December
Grant datc 100 200 2 2004
Share price at granc date 56 5p 53p 58p 60p $7p
Exercise pnice 75p 35p 58p 60p 57p
Number of employces 9 11 25 16 1
Shares under opuon 1,169,666 340,448 1,594,318 333,323 87,719
Vesung penod (years) 3 3 3 3 3
Expected volanlity 30 0% 34,2% 34.2% 341% 34,2%
Opnon hife (ycars) 10 10 10 10 10
Expected hife {ycars) 5 5 5 5 5
Risk free rate 4.4% 4 4% 4.8% 4.9% 44%
Fxpected dindends expressed as a dividend yreld 6 0% 6.0% 6.0% 6 0% 6.0%
Fair value per option 5.04p 10 14p 11 38p 11.67p 9.90p

The expected volanhity 15 based on histonical volathty data over the previous 10 years. The expected bfe s the average expected penod
to exercise The sk free rate value is the continuously compounding yicld on government bonds as at the grant date.,

(b) Savings-Related Share Option Scheme

The Savings-Related Share Opuon Scheme 1997 (SAYE) was introduced in 1997 and 1s open to all UK employees with a quahifying
period of employment at the ume oprions are made available Option prices are based on a 20% discount over the mud-price of the
company’s shares around the ume of offer and become excresable on the third anniversary of the grant date The life of an option

15 3 years and 6 months,

The far value per option granted and the assumpuions used i the calculanions are as follows-

17 February
Grant date 20058
Number 1ssued 5,481,323
Number of employces 1,056
Share price at grant date 65.25p
Opton price 45p
Imual vesting period (years) 3.
Risk free race . 4 58%
Expected forfeiture {% pa) 5.0%
Expected dividends expressed as a dividend yield 6.0%
Fair value per option 21 73p
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24 Employee share schemes (continued)

{c} Deferred share bonus plan

The deferred sharc bonus plan was mtroduced following its approval at the 2004 AGM. At tacget performance level, participants receive

a share hased bonus which 1n normal circumstances will vest atter a 3 year penod but will lapse if during that 3 year perrod the iIndividual
chooses 1o leave the company In addinion, these individuals are also entitled to a matching award at the end of the 3 year period depending
on the achievement of saetching performance targets based on tota) shareholder rerurn (TSR) with an earnings per share {EPS) underpin,

For one to one matching, TSR performance must be in the upper quartile agawst a peer group of comparator companues {being the FTSE
Mid 250 index excluding invesement trusts) and EPS must have grown by at least 5% over RPI per annum, This reduces 1o a 25% match
at the median level. In any event no shares will vest unless there has heen growth i EPS of at least 3% above RPI per annum.

The fair value of the deferred shares has been calculated using the binomial model. For calculaung the matching shares wath the zmaching
TSR performance condition the Monte Carlo model has been used. The fair value per option granted and the assumptions used 1n the

calculations are as follows.

Number 1ssued

Number of employees
Share price at grane date
Vesung peniod (years)
Expected volathiey

Opnon hfe (years}
Expected hfe {yean)

Rusk free rate

Expected forfeiture (% pa)
Expected dindends expressed as a diadend yeld
Farr value per option

Deferred shares Madung shares  Defermed shares  Matchuing shares

M Mard 3 March 8 July 8 July
2006 2006 2005 2005

. 332,016 332,016 , 157,206 157,206
: 22 2 14 14
i 8325p 6325p ' 65.25p 65.25p
. 4 4. 3 3
| 40% 0% . 40% 40%
4 4 . 3 3

4 4, 3 3

44% 44% 4 58% 4.58%
5.0% 50% « 50% 5.0%
bo60% 60% ;  60% 6 0%

52.83p 33.11p * 54 50p 34 74p

The total charge for the year relating to employee shate hased payment plans was £0 Sm (2005: £0.1m), all of which related to equity

share hased payment ransactions.

25 Consolidated statement of changes in equity

Share  Share presuum dernp Trana Retawned Toal

Gronp capital m(m!x;l' reserve vvw.'?c ramuitg equicy
m

Balance at 1 Apnl 2004 74.6 4318 38 - {63.6) 58.6
Currency translanion adjustments nct of taxation - - - 0.7 - 0.7
Pension deficit movement nct of taxation - - - - 12 1.2
Profit for the perniod - - - - 10,7 107
Total recognised income for the peniod - - - 0.7 11.9 12.6
Cost of share based payment - - - 01 0.1
Mvidend (note 7) - - - - (9.6) {9.6)
Balance at 31 March 2005 74.6 43.8 38 07 (61.2) 61.7
Balance at 1 Apnl 2005 74.6 43.8 1.8 0.7 {61.2) 617
Currency translation adjustments net of taxation - - - 0.2 - 0.2
Pension deficit movement net of taxatuon - - - - {10.7) (107}
Profit for the period - - - - 11.8 11.8
Total recognised income for the penod - - - 0.2 1.1 13
Cost of share based payment - - - - 0.5 0s
Dividend {note 7} - - - - {9.6) {9.6}
Balance ar 31 March 2006 74.6 438 ig 0.9 (69.2) 53.5
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25 Consolidated statement of changes in equity (continued)

Capatal
Share  Share p my d Revsaed Tonal
capaal AcCOUnt rescrve remrve earmngs equay
Compaogy _ _ _ _ _ _ =t bn _ __ fm _fw  _m  fm
Balance at 1 Apnl 2004 74.6 41.8 3.8 - 739 1957
Profit for the penod (note 9} - - - - 4.8 48
Total recognised income for the period 4.8 4.8
Dwidend (note 7) - {9.6} {9.6)
Balance at 31 March 2005 74.6 431.8 3.8 - 687 190.9
Balance at 1 Apnl 2005 746 43.8 38 - 68.7 190.9
Profu for the peniod (note 9) - - - - 4.1 41
Total recogrused income for the perrod - - - - 4.1 4.1
Dividend (note 7} - - - (9 6} {9.6)
Balance ar 31 March 2006 . 74.6 43.8 3.3 - 63.2 185.4
Translanon reserve
Translation reserve 15 the cumulative exchange adjustment on restating overseas net assets net of exchange gains/osses on hedging
net Overseas assets,
26 Analysis of Group net debt
NS e
... S, AN R SO
Cash 3 i
Cash at bank and i hand 272 141 - 0.5 418
Overdrafts (4.5) (0.8) -, (5.3} ;
22.7 13.3 - 0.5 365 1
Liquid resources i
Short-term deposits 28.8 (14.5) - - 143 .
Total net cash and cash equivalenes 51.5 (12) - 0.5 ! 50.8 |
i H
Financing : !
Debt due within onc year {131.7} 130.2 {0.5) - (20} .
Finance leaswes due within one year (2.0} {0.1) - - {2.1) |
Debt due after one year - {129.0) - (2.5}, (13L5),
Finance leases due after more than one year {11.4) 1.9 - - {9.5) '
{145 1) 3.0 {05 2.5y 7 (1481 -
Total net debt {93 6) 1.8 {0 5) 2.0y | {94 3) |
27 Analysis of balance sheet net debt position
- - - - - -"""-—" """ /0 - -/ —/ 2006 1005 Change myrar
... AU . ..
Cash and cash equivalents ) 56.1 | 560 0.1
Overdrafes {5.3} {4.5) (0.8}
Net cash and cash equivalents : 50.8 51§ (0.7)
Short-term loans (2.0) {131 7) 129.7
Long-term loans - (13L.%) - {131.5}
Fnance lcases ' {11.6) {13.4) 18
1 {94.3) (93 6) (0 7)
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28 Summary cashflow

Geowp = _zm_s
Operating profit l 209 4 18.1
Depreciation and amorusation of non-current assets 247 271
Exceptional operanng costs | 20 i 34
Earnings hefore interest, tax, depreciation, amortisation and exceptiona) items (EBITDA) 476 48.6
Employce share based payment charge 0.s 0.1
Profit on disposal of non-current assets y 3.6}’ 22
45 465
Changes in working capual —_——
— Decrease i inventories r 0.7 ' 5.4 |
— Increase i reccivables | {9.9) . 0.9 |
- Increase i payables 3.7 20
{Increase)idecrease in working capital | {5.5) | 6.5
Dhfference berween pension charge and cash contnibutions (03}, Q.8
Intercst & tax paid (12,4) : (7.4)
Exceptional costs (3.1} {(29)
Fuxed asset recerpts and disposal of joint venture 7.1 7.0
Capital expendituce (18 83 ¢ (22 8)
Free cashflow ' 11s 277
Acquisitions and disposals {0.1) , (0.7}
Dividends pard : (9.6) . {9 6)
Net cashflow 18 17.4

29 Pension commitments

The Group operates a number of pension schemes involving defined benefit and defined contribution schemes The total pension cost
was £12.2m {2005: £13 3m) of which £6.6m (2005, £7.9m) relates to the UK defined benefit scheme. The assers of the schemes are held
n separate trustee admuustered funds.

In the UK, the mam scherne 5 of the defined benchit type and pension costs are assessed with the advice of quabified actuanes, using the
projected unit method.

An actvanal loss of £10.7m (2005, gain £1.2m) has been charged in the consolidated statement of changes in equity. This principally
anises due to extended mortahity assumptions following the formal actuanal revaluation of the scheme as at 31 December 2004 and
a reducuion in the discount rate which 15 used for the measurement of scheme hahibioes

The amounts recogmised in the income statement in the year arc as follows

2008 2005
. N .
Current service cost 63 ¢ 8.5
Interest cost 13.6 12.7
Fxpected return on plan assets {13.3) (11.3)
Defined benefit pension cost ‘ 66 ! 79
Defined contmbution pension cost 56 7 54
‘Total pension costs included within employee costs (note 3} 122 13.3

Of the rotal charge £10.6m {2005: £11.3m) and £1.6m (2005, £2.0m) were ncluded in cost of sales and admunistrative expenses respecuvely.

The amounts recogrused in the balance sheet, along with the expected rate of return on scheme assets, are as follows:

2006 1005 2005 2005

e %m  fm  %Xm
Equites 7.7% 180.5 8.0% 1430
Corporate bonds 4 75% 221 53% 186
Government bonds 4.1% 221 4 4% 18.8
Other 37% 2.0 3.7% 17
Total fair value of plan assets 70% 226.7 7.3% 1821
Present value of funded obhgations {299 6) . (244.6)
Net retirement bencfit obligations ~ before tax . (72.9) {62.5)

The cxpected rate of rerumn 15 based on market expectations at the beginning of the period for returns over the hife of the benefir
obligation. The overall expected rate of return 15 the weighted average of the expected retumn on cach asset category.
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29 Pension commitments {(continued)

The major categories of plan assets as a percentage of total plan assets are as follows:

2006 2005
e
Equitics o 797% . 785%
Corporate bonds . 9.8% ! 102%
Government bonds 3.8% ' 10.3%
Other ' 0.7% ! 1.0%

The last full actuanal vaivation for the mamn defined benefir scheme, the UK scheme, on which the 1AS 19 figures have been bhased was
as at 31 December 2004 and has been updated w 31 March 2006 by an independent quabified actuary. The principal assumptions used
for LAS 19 were

2006 2008
%
Rate of mcrease in salarus - 36% ! 36%
Rate of increase in deferred pensions 26% 1 26%
Rate of increase 11 pension paymients ' 2.6% 2.6%
Discount rate 505% , 5.55%
Inflaton assumpuion 2.6% 2 6%
Analysis of the movement in the balance sheet defiar
S T T T T T T T T T T e 2008
———-————-——————-——-——-———————-——;——;—————————4———;—’—% FFFFFF
At 1 Apnl 62.5)°  (62.9)
Charge to mcome statement [6.6) * {7.9)
Actuanal (loss)/gamn {107y ¢ 1.2
Contmbutions paid 6.9 . 71
At 31 March . {72.9) {62.5)
Cummulanve actuarial gains and losses recognised in equuty since 1 Apnl 2004
*************************************** w0 aows
__________________________________________ bm ___im
At 1 April ! 12 ] -
Net actuarial (losses)/gans recogmsed in the year (1.7 12
At 31 March (9.5) : 12
Analyns of the movement n the fair value of scheme assets
" S "
__________________________________________ fm ___
At 1 Apal 1821 ! 1637
Fxpected return on plan assets 133 11.3
Benefits pad : (7.2) ¢ (7.8)
Member conenbunions ) 26 , 2.5
Fmployer contributions 6.9 , 71
Excess of actual less expected return on pension scheme assets 29.0 53
Ar 31 March 2267 132.1
The actual return an assets in the yeae was £42.3m (2005 £16.6m).
Analysis of the movement m the present value of obligations
e e
£m £m
Ac 1 Apri 244.6 226.6
Current service cost 6.3 6.5
Interest cost . 136 ¢ 12,7
Benefies pawd (7.2} * {7 8}
Member contnibutions 26 - 25
Actuanal Joss 39.7 ¢ 4.1
Ac 31 March 299.6 2446
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29 Pension commitments (continued)
Amounts recogrmsed in the statement of recogmsed income and expense

2006 200%
... M.
Actual less expected rerurn on pension scheme assets 29.0 | 53
Extpenience Josses ansing on scheme habhiues ' 2.3 ' (1.1}
Impact of changes n assumpuons relaung 1o the present value of scheme Labilwes {37 4) (3.0}
Actuanial {loss)gawn ' {10.7) . 1.2
The esumated employer defined benefit contnbutions for the year ended 31 March 2007 are £7.0m.

The followwng disclosures will be built up aver ume to form a five year history:
- - T T T T T T T T T T T T T T T T T T T T T T T T e T e
_______________________________________ =
Fair value of scheme assets 2267 1821
Present value of defined benefic obligations o {299.6) ; (244.4)
Dehait in the scheme . i72.9)° {62.5)
Expenence adjustments on scheme assets :
Amounr {£m) 2%.0 5.3
Percentage of scheme assets 12.8% ! 2.9%
Expenence adjustments on scheme habiities . ¢
Amount {£m}) . ' 23)1 {1.1}
Percentage of scheme habiines (0.8%) * (0 4%)
30 Future commitments
Capital expenditure contracted for at the balance sheet date but not yet incurred 15 as follows:
"= "">—7""77 " Cop Company
wee w05 1ooe 2005
_______________________________ b _tm A
Property, plant and equipment § 49 | 1.9 - ! -
Intangible assets — computer software ) 05 - - -
54 1.9 - .
31 Operating lease commitments
- - - - T T TT T e T T T T T T 005
_____ Vehiclkes, plars | eludes, plamt
P-operty  and equipmen Property  and cquipmen:
_______________________________ m __ e
Commitments under non-cancellable operanng leases due. . ,
Within one year 11.9 17.3 11,7 16.9
Later than one ycar and less than five years : 423 376 ! 381 389
After five years 513 L9 . 517 1.6
105.5 568 101.9 57 4

The Group sub-lets vanious leased properties that are no longer requured for 1ts current operanons The mimum amounts receivable
under non-cancellable subleases are as follows:

2008 2005

- - _____________ | &_
Within one year 03 | 83
Later than one year and less than five years 13 14
After five years 7.4 7.6
90 9.3
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32 Deferred tax

Drcferred tax 15 calculated in full on termporary differences under the habihity method using the relevant tax rate for each jurisdicuon,
The gross movement on the deferred 1ax account 15 as follows,

1006 2005
.. SR .
At 31 March o1} 2.9
Exchange differences - 01
(Chargedllcredited to mcome statement __ _ _ _ _ _ _ _ __ _ _ ___________t5 _ 2%
At 31 March {08) 0.1

The movements in deferred tax assets and habilines during the year, without taking into consideration the offsetting of balances in the
same tax junisdiction (as pernutted by 1AS 12) are shown below-

Arvederated
tax depreciation Onher Toeal

o e 4w __ tm
Deferred tax habilines
At 1 April 2005 (14.6) {0.2) {14.8}
Charged to the income stacemene  __ _ _ _ _ __ _ __ ________ 02 __n 01
At 31 March 2006 (14 4) {0.3) (14.7)
e ome e

_ L B s im im
Deferred tax asscts
At 1 Apnl 2005 111 1.6 02 14,9
Charged to the income statement - 1.y - (1 0y
At 31 March 2006 ‘ 13.1 0.6 0.2 139 °

Deferred tax assets have been recogrused in respect of tax losses and other temporary differences giving rise to deferred tax assers only
where the direcrors are of the opinton that iz 1s probable that these assers will be recovered. In the case of the UK defined benefut pension
scheme dehici, only £13.1m (2005: £13 1m) of a potennal deferred 1ax asset of £21 9m (2005 £18.8m) has been recogmised, beng the
darectors best esumate of the asset recoverable i the foresecable future,

33 Related party transactions

Conerol

The ulumare parent of the Group 15 Chastran Salvesen PLC (incorporated 1n Scotland).
Group trading transactions

Dunng the year the followwng transactions weee carned out with related parties.

.. S DY S L S
Jouwt ventures . ; :
Salvesen Boxael by {Netherlands) ' 77 7.9 - 0.3
Salvesen Logistka SL {Spain} : -1 0.1 - -
Salvesen Logisfashion SL (Spain} 06 0.2 - =
8.3 g2 - a3
Associates . ]
Auciondo France SA {France) | - - 2.4 20
Centro Logistico Automowi! SA {Spam) e
- - 21 20

Ousstanding related party balances at 31 March 2006 and 2005 were not material.

Two properties are leased from Mr D Darfewlle, a senior manager within the business The leases have been negotiated on an arms
length basis with rent payable of £0 7m per annum (2005: £0.6in)
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33 Related party transactions (continued)

Company trading transactions and balances

During the year the following transactions were carrred out with related parties:

Sales of goods and servces Purcitase of gomads and wernon
T T T T 205 T T Zeos” T ms
£m £m £m fm
Chrstian Salvesen SA 0.5 . 0.5 - -
Chnistian Salvesen (Belgrum) NV 02 | 0.2 - -
Christian Salvesen Nederland bv 03 03 - -
Salvesen Logisties Limited 3.6 | 4.2 - -
loveralmond tnsurance Limited - - 24 23
Darfeuslle Associes SA - - - -
Chnistian Salvesen Gerposa SA 0.3 02 - -
; 4.9 54 2.4 2.3
Ar 31 March 2006 the following outstanding balances were due to/from related parties:
T T T T T T T T T T T T T T T T T T T T T Redevabler die Recomabicrdic | Papables duc | Payables duc
within | year akher | year wthm | year afee- 1 year
Chnisnan Salvesen SA ' - - - {2.8) :
Salvesen Logistics Limuted . - 11.9 - {3.0)
lnveralmond Insurance Limited - - (2.4) -
Darfeumlle Associes SA - - - (4 6) ,
Chrnistian Salvesen Gerposa SA . - - - (4.4) ;
Salvesen Logistics Internanonal by . - 0.2 - -
Salvesen Logistics Holdings Limuted . - 111.0 - -
Chnstian Salvesen Investments Limited - 167.2 - -1
CS3 Limited - - - (34)
Christan Salvesen Packaging & Markenung Inc ; 0.2 - - -
Ferryfield Invesaments Limited - - - {37.2)
Christan Salvesen Cenrral Limeted - - - (531.7)
Chnisuan Salvesen Ircland Limited 2.1 - - -
Swift Distnbution Limaged - - - {16,131
= 2.3 292.3 24) {1252}
At 31 March 20095 the following cutstanding balances were due toffrom related parues.
T T T T T T T T T T T T T T T T T T T T T T Receabior de Recevablesdue | Pagablesdue Payables dve
wishun 1 year after 1 year wittun 1 year after 1 year
Christian Salvesen SA - - - {1.5)
Salvesen Logistics Limuted - 13.1 - {0.8)
Inverzimond Insurance Limiced - - 2.3) -
Darfeuille Assoces SA - - - 4.3
Chewstian Salvesen Gerposa SA - - - (L7
Salvesen Logistics International by - 0.3 - -
Salvesen Logistics Holdings Limited - 110 1 - -
Christian Salvesen Investments Limited - 161.8 - -
CS3 Lumited - - - (3.4)
Christian Salvesen Packaging & Markenng Inc 0.1 - - -
Ferryfield Investments Limited - - - {(37.2)
Chnisuan Salvesen Central Limited - - - {($37)
Christan Salvesen Iretand Liruted 0.8 - ~ -
Swift Dismbunon I umited - - - {16 1)
0.9 285.3 (2.3} {1207)
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34 Acquisitions

On 1 October 2003, the Group completed the acquusttion of the remaining shares in its assowizte, Awtondo France SA for a nominal
consideration.

The farr values which were equivalent to book value were as follows:

____________________________________________ e _
Tangible assets 0.2
Cucrent assets 12
QOverdrafts 01
‘Irade and other payables (1.3)

Net habilies acquured -

No goodwill arose on acquisttion.

In 15 financial year 1o 31 December 2004, Aiciondo France SA had revenue of £2 2m and 1t made a loss afier income tax of £0 2m.
In the period 1o acquisimon Aiondo France SA made a loss after income tax of £0.1m, on revenue of £2.7m

In the period since acquisiton Awondo France SA made a profit after income tax of £0.1m, on revenue of £1 Om.

There were no other recognised gans and losses dunng these periods.

35 Contingent asset

Following recent legal developments in France, the Group's operations in thae territory are enntled to recerve reimbursement for VAT
paid on road tolls for the penod from 1996 to 2000

Inzal caleulanions indicate that a nct amount up to £1.3m may be recoverable, although significant doubts exast as to the availabiliry
of paperwork from the toll companies and their ulimate ability to settle the debes.

No assct has been recognised in respect of these amounts
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36 Explanation of transition to IFRS — Group

The reconcihanons of cquiry at 1 April 2004 and 31 March 2005, and the reconcibations of proht for the year ended 31 March 2005,
as requured by IFRS 1, including the sigmficant accounnng pohues and full notes to 31 March 2005, were published on the company’s

wehsite, www.salvesen,com on 18 October 2005.

Summary of equiry
— N P B T Y Iy
2004 2005
Geoop __ __ _
Total equity under UK GAAP $3.0 52,0
Goodwill amornsaton no longer required under IFRS 3 - 4.2
Reversal of proposed final ordinary dividends payable under 1AS 10 6.4 6.4
1AS 19 hohday pay provision on salaned employees {0 4) {0.6)
Deferred tax on hohday pay provision 0.1 02
Deferred tax on unrermutted eamings of overseas subsidiaries {0.2) {0.2)
Dutch jubilee award provision {0.3) {03)
Total cquity under IFRS 58.6 61.7
Recontibiation of profit for the year ended 31 March 2005
Y e T
" a | Oder
UK GAAP ventures adjusmeruts IFRS
Growp __ __ _ s  fm  im  im  tm
Continuing operations !
Revenue 760 8 44 7 - 805.5
Cost of salcs_ - . - a {700.4) (42.0) 0.2y {742.6) |
Gross profit 60 4 2.7 {0.2) 6.9
Other operaung income 04 - - 04 '
Admunistrative expenses b {39.4) {0.9) (4.9} {45 2)
Share of results of jont ventures & assoiates ¢ 1.9 {1.8) {0.1) -
Qpcranng profit 233 - (5.2) 18.1 |
1
iAnalyscd as: l
Operating profit before exceptional items 233 - (18); 215
E.xocpnonal administragve cxpenscs d - - (34) (3.4 il
lgpcraung profit 233 - (s2y - 181 |
1
Excepuronal items d {3.4) - 34 -t
Goodwill amortisation . (4.2) - 42 -
Operatng profit after goodwill and excephonal stems 15.7 - 24 18.1 !
1
Interest receivable £ - - 1.4 1.4 !
Interest payable and sinular charges Y {6 3) - - {6.3)
Profit before income tax 9.4 - 38 13.2
Tax b (2.7} - 0.2 (2.5)
Profit for the pertod 6.7 - 4.0 107 !
All profus are attnbutable 10 equity sharcholders of the company
S - - """""">">""—""-""""""—""”" /- Yot Other
Uk GAAP ventures adyustmenes IFRS
e P PP
Earnings per share .
- basic 2.53 - 1.51 4.04 ,
- dilured 2.52 - 1.50 4.02
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36 Explanation of transition to IFRS - Group (continued)

Reconalianon of equity at 1 Apnl 2004

Joum Onher
UK CAAP verituicy adyustrhents IFRS

Growe  _ _ _ _ o ____Mam  fm m ___ e
Non-current assets t
Goodwll ) 65.3 - - 653
Ocher mntangible assets L - 04 10.6 110 1
Property, plant and equipment ) 167.9 18 (106} 159.1
Investunent i jont ventures and associates 52 (4.6) - Q.6
Deferred tax asscts 1 - - 143 . 143
Trade and other receivables P - 0.3 2.1 24,
Fmance fease recervabices n - - 7.6 7.6

235.4 {21) 240 260.3 !
Current asscts
Inventones 22.8 01 - 2209
Trade and other receivahles ° 136.9 9.5 {9.6) . 136.8 |
Cash and cash equivalents p 17.8 21 4.6 445 |
Finance lease receivables q - - 1.0 10,

_____ 197.5 117 40) , 205.2

Current habilines ,
Trade and ather payables . (145 4) (3.8) (0.8) , {155.09
Proposed dividend ' (6 4) - 6.4 -
Current tax habrhties (1595 {0.2) - (1.7)
Fmancial hahimes - short-term borrowings ' (7.7 {0 6) {4.6) {12.9) ,
Short-term provisions u - - (121! {12.1)

(161.0) (9.6) IR IR L
Net current assets/{habilities) 36.5 21 (151 ' 23.5 4
Total asscts less current habdities 2749 - 8.9 : 2838
Non-current habilmes )
Long-term payables . (3 6) - 0.9 (2.7}
Financral habilities — long-term borrowings (138 6) - - (138.6)
Reurement benefit obligations w {50.0) - {12.9) ! 62.9) !
Deferred tax habihines x {15.7) - {1.5) (17.2)
f.ong-term prowvisions ¥ {14.0) - 102 ! 38)

(221,9) - 3.3 (225
Net assets 53.0 - 56 58.6
Equity
Called up share capual 746 - - 746
Share premium account 438 - - 43.8
Caputal redemprion sescrve 18 ~ - 1.8
Retained carmings z (69.2) - 56 (63.6)
Total sharcholders' equury 530 - 5.6 58.6

n
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36 Explanation of transition to IFRS — Group (continued)
Reconciliation of equity ar 31 March 2005

Effeat of tranmitron to [FRS

Jount COnber
UK GAAP vemtures adjusiments RS
Group ) ) i Noxes £m {m fn Ln
Noun-current asscts !
Goodwll 1 63.3 - 4.2 67.5
Other intangible assets k - 02 83 8.5
Property, plant and equipment ' 161.5 0.4 (8.3} 153.6
Investment in jomnt ventures and assoctates 3.2 {2 6) - 0.6
Deferred tax asscts 1 - - 149 149
Trade and other receivables m - 0.2 2.1 . 2.3
Finance lease receivables n - - 84 8.4
228.0 (1.8) 29.6 255.8 |
Current asscts . ‘
Inventones 17.6 - - 17.6 }
Trade and other recervables o 141.3 6.1 (109) 136.5 !
Cash and cash equivakents P 49.3 2.3 44 56.0 ;
I inance lease receivables q - - 1.5 1.5 ¢
208.2 8.4 (5.0 ° 2116
Current liabilidies
Tradc and other payables r (149.2) {6.09 - b ossy
Proposed dividend s (6.4) - 6.4 -
Current tax habilines (3.6) {0.5) - {4.1)
Financial habilities — short-term borrowings t {133.7) {0.1) {4.4) (138.2)
Short-term provisions u - - (15.4) (15.4)
(292.9) 6 6) (134)  (312.9) '
Net current assets/(habbines) (84 7) 1.8 {18.4) {101.3) 1
Total asscts less current habilities 143.3 - 112 154.5 }
Non-current liabilities '
Long-term payables . 0.8) - - (0.8) @
Financial habiliies - long-tcrm borrowings (11.4) - - {11.4)
Retircrnent benefit obligations w (49.4) - (13.1) (62.5) i
Deferred tax habihties x (13.0) - {1.8) (14.8)
Long-term provisions y (16.7) - 13.4 (3.3) }
B {91..3) - {15) (92.8)
Net assets 520 - 9.7 61.7 !
Equity .
Called up share capual 74.6 - - 746
Share premum account 43 8 - - ! 43.8 .
Capital redemption reserve s - - 3.8 .
Retamed earmngs 2 (70 2) - 9.7 (60 5) -
‘Total sharcholders’ equity 52.0 - 9.7 ! 61.7 ¢
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36 Notes to transition to IFRS — Group

Joint ventures

The Group's interests in jowntly controlled entities are accounted for by propurtionate consolidation under IFRS. The Group combines

15 share of the jomnt ventures” mdividual income and expenses, assets and habilines on a bne-by-line basis with simular ttems wn the Group's
financial statements. Under UK GAAP the Group accounted for its interests in joincly controlled entities using the gross equity method
which requured the Group's share of 1ts aggregate gross assets and lrabilinies to be shown on the face of the balance sheet and the Group's
share of the investee's revenue to be shown in the mcome starement,

Other adjustments - Group

Year ended
31 March 2005
) im
a Cost of sales
Holiday pay provision not reported under UK GAAP 0.2)
b Admuustrative expenses
Share based payment charges {0.1)
Reclassfy customer clawms, restructunng costs and sie closure costs from excepnional wems 34
Redlassify net pension cost from intercst payable and similar charges {14)
{4.9)
¢ Share of results of jownt ventures and assoqates
Reclassify tax on associate {0.1)
d Excepoonal items
Reclassify customer claims, restructuning costs and site closure costs to ¢exceptional admimstrative expenses 34
¢ Goodwll
Goodwill amortisation no longer required under IFRS 4.2
f Interest recervable
Reclassify interest received from interest payable and similar charges 14
g Interest payable and similar charges
Reclassify interest received to interest receivable (1.4)
Reclassify net pension cost to cost of sales 1.4
h Tax
Deferred tax on holhiday pay 0.1
Reclassify tax on associate to share of associate 0.1
0.2

1 Apnl 2004 31 March 2005
£ Lm

1 Property, plant and equipment

Reclassify computer software 1o other intangible assets (10 6) (8.3)
) Goodwll
Goodwll amortisation no longer required under 1FRS - 42

k Other intangible assets
Reclassify computer software from property, plant and equipment 106 8.3
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36 Notes to transition to IFRS — Group (continued)

1 Apnl 2004 31 March 2005
£m fm

1 Deferred tax assets

Reclassify deferred tax assets from deferred tax habilities 13 16
Reclassify deferred tax on returement benefir obligations 12.9 131
Deferred tax on holiday pay provision 0.1 0.2
14.3 14.9
m Trade and ather receivables — pop-current
Reclassify from current assers 2.1 21
o Finance lcase recarvables - non~current
Reclassify from current assets 7.6 2.4
o Tradc and other recevables — current
Reclassify other tong-term debtors to non-current asscts 21 (2.1)
Reclassify long-term finance debtors to finance ease recevables {7.6) (8 4)
Reclassify short-term finance debtors to finance lease receivables {1.0) (1.5)
Open book holiday pay not provnided under UK GAAP 11 1.1
(9.6) (109)
p Cash and cash cquivalents
Reverse night-of-set-off from short-term borrowings {(1L.m 2.8
Reclassify overdraft balances to short-term borrowings 56 1.6
4.6
q Finance lease receivables — current
Reclassify from trade and other recervables 1.0 L.s
¢ Trade and ather payahles
Reclassify holiday pay accrual to provisions 01 -
Redlassify from long-term payables (0.9 -
{0.8) -
s Proposed drvidend
Reverse proposed dividend 64 6.4
t Shor-term borrowmgs
Reverse night of sct off ro cash and cash equivalents 10 28)
Reclassify overdraft balances from cash and cash equivalents {5.6) (1.6)
{4.6) {4.4)
u Short-term provisions
Reclassify from long-term payables {10.5) (137)
Reclassify holiday pay accrual from trade and other payables 0.1} -
Holiday pay provivion {1.5) {17)
{12.1) {15 4)
v Long-term payables
Reclassify to trade and other payables 09 -
w Retirement benefit obligations
Reclassify deferred tax assct {12.9} (13.1)
x Deferred tax habihnes
Reclassify o deferred tax assets {L.3) (1.6}
Deferred tax on unremutted eamings of overseas subsidiaries (02) {0.2)
(1.5) (1.8)

Christian Sabvesen PLC Annual Report 2006 78



Notes to tne accounts

36 Notes to transition to IFRS — Group (continued)

1 Aped 2004 31 March 2003
Lrm im

y Long-term provistons

Reclassify to short-term provisions 10,5 13.7
Dutch jubiles award provision {03) {0.3)
1902 134
7 Retained carnings
Holiday pay provision for salaned staff not reported under UK GAAP (0.4} {0.6)
Reverse proposed dividend 6.4 64
Goodwill amomsation no longer required under [FRS - 4.2
Deferred tax on additional holiday pay provision 01 0.2
Deferred tax on unremitied carnings of overseas subsidanes {0.2) {02y
Dutch jubilee award provision (0.3) {0.3)
5.6 9.7

Explanation of impact on cashflow starement

The only signihcant unpact on the IFRS cashflow as compared two the cashflow statement under UK GAAP, 1s the inclusion under IFRS

of the Group’s share of the cashflows of its joint venture investments
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37 Explanation of transition to IFRS — Company
§umm:u'y of equity

1 Apnl 31 March
2004 2003
Company Lm ha
Total equiry under UK GAAP 182.3 184.5
Reversal of proposed final ordinary dividends payable under 1AS 10 6.4 64
Total equity under IFRS 195.7 190.9
Reconcalianon of equry at 1 Apnl 2004
- kHeat of transtion to [FRS -
intercompany Unher
UK GAAP balince adjustments IFRS
Company Nater £m im £m fm
Non-current asscts :
Property, plant and equipment 0l - - 03 -
Investment in subsidiarics 324.6 (174 2} - 1504
Trade and other receivables - 2542 - 2942
324.9 120.0 - 4449 !
Current assets :
Trade and other receivables 7.3 0.1 - 74
Cash and cash equivalents 11.2 - -, 12
18.5 0.1 - 186 :
Current habihnes [ !
Trade and other payables (7.1) {12) - {8.3) !
Proposed dividend a {6.4) - 6.4 -1
Financial habihues — short-term borrowings (4.3) - - {4.3) ,
Short-term provisions b ~ - (1.8) - {1.8) 1
(17.8) (12) 46 (14.4) .
Net current asscts/{habilities) 0.7 (1.1) 4.6 42 i
Total assets kess current babihities 325.6 118.9 44 449.1
Non-current habilines . {
Long-term payables {134.4) (118.9) - 2533
Long-term prowvisions < {1.9) - 1.8 (01) E
{136 )} (1189} 1.8 (253.4)
Net asscts 189.3 - 64 1957 1
I
Equuy {
Called up share capual 74.6 - -, 746
Share preouum account 43.8 - - 43.8
Capital redemption reserve 38 - - 38 .
Retained camungs d 6721 - 6.4 735 ¢
Total sharcholders’ equity 189.3 - 6.4 196.7 |
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Notes to the accounts

37 Explanation of transition to IFRS — Company (continued)

Reconciliation of equaty at 31 March 2005

Effect of transtion to IFRS
Intercompany Ocher

. UK GAAP ncg sdjustrocnts LFRS
Company Notes Ly £m £im £
Non-current assets .
Property, plant and equipment 02 - - 0.2
Investment 1n subsidiaries 3136 (1632} - 150.4
Trade and other receivables - 285.3 - 285.3

313.8 1221 - 4359
Current assers
Trade and other receivables 3.7 0.9 - 4.6
Cash and cash equivalents 16.1 - -, 16.1 |
198 0.9 - 207 '
Current habditres .
Trade and other payables {5.9) 2% - (7.8}
Propased dividend 2 {6 4) - 6.4 - .
Financial habilities ~ short-term borrowings (1332) - -, {133.2)
Short-term provisions b - - {39 {3.9) 1
{145.1) (2 3) 25 ¢ {144.9)
Net current assets/(habilities) (125.3) (1.4) 25 ¢ (124 2} |
Total asscts less current habilines 188 5 120.7 25, 3117 !
Non-currcat habilrties
Long-term payables - {120.7) - 207,
Long-term provisions < (4.0) - 3.9 (0.1},
(4.0} - 3.9 {120.8) 1
Ner assets 184.5 - 64 190.9
Equity . '
Called up share capital 74.6 - - 74,6
Share premium account 43.8 - - 43.8
Capual redemprion rescrve 3.8 - - 38
Retained earmings d 623 - 6.4 68.77 }
Total sharcholders’ cquity 184.5 - 64 1909 |
Notes to transition to IFRS — Company
Other adjustments — Company
- 1 Apnl 2004 31 March 2005
} £m £m
a Proposed dividend
Reverse proposed dividend 6.4 6.4
b Short-term provisions
Reclassify from long-term payables {1.8) {39
¢ Long-term provisions
Reclassify to short-term provisions 1.8 39
d Rectained earnings
Reverse proposed dividend 6.4 64
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Five-year review

2006 2008 2004 2003 2002
RS IFRS UK GAAP UK CGAAP UK GAAP
Im £m £m £m £m
Income statement i H
Revenue: !
- Continuing operations , 820.7 805.5 792.4 788.0 747.8
- Share of jount venture turnover ) - - 50.7 478 41.6
- Discontinued operations - - 28 416 45.9
Total Group revenuc 820.7 . 80%.5 845.9 877.4 835.3
Operating profiz before exceptional tems and goodwill amorusaton .
- Conunuing operations 20.7 21.5 27.7 308 40.5
- Discontinued operations - - (05) (5.1) {5.2)
‘ 20.7 218 27.2 25.7 35.3
Goodwill amoruisation ' - - {4.5) (42} {4.5)
Fxceptional items: i ) i
- Conunung operations ! 0.2 (3.4) 1.9 (10.6) (19)
- Discontinued operations ) ' - - (10.0) (10 8) {14.,0)
Operanng profit ¢ 20.9 i 18.1 146 0.1 14.9
Net wnterest payabie (5.3)° (4.9) (101 (5.6) (6 4)
Profiv({loss) before income tax } 15.6 132 4.5 (5.5) 85
Income tax expense ; (3.8) ¢ (2.5} {0.9) 27 (6.6}
Profit/{loss) for the period 11.8 10.7 3.6 (8 2) 1.9
] K
1 Operaung profit before goodwill amornsanon and excepuonal items 20.7 | 215 27.2 28.7 35.3
Net interest expense ' (5.1 {4.9) {6.8) 67 {7.2)
Net pension scheme mterest (FRS 17) , - - (3.3) 1.1 0.8
"oasa i 166 17.1 20.1 289 |
; :
Balance sheet
Intangible assets X 77.0 76.0 65.3 72.0 72.0
Property, plant and equipment , 143.0 , 153.6 167.9 205.5 2152
Lnvesunents ) 07 | 06 52 47 39
Working capital and provisions . 0.8 | (8.4) (6 0) (16.5) (10.2)
Current tax and dividends : 0.4 (4.1) (7.9) 6.1) (17 5)
Deferred tax ' (13.9} ! (13.09 (13.0) (17.9) (18.9)
2080 2047 2118 2417 244.5
Sharcholders’ funds and minornity interests 539 61.7 53.0 439 116 6
Net debt ' 94.3 93.6 108.5 1333 118.3
Net pension hiabilities (net of related deferred tax asset) 59.8 1 49.4 50.0 64.5 9.6
: 2080 ! 2047 215 2417 244.5
Opcrating ranos {excluding exceptronal stems and goodwidl amornsanon)
Return on capital employed o 100% 10.5% 12.9% 10 6% 14.4%
Opcratung profit on tumover® 2 2.5% 1 2.7% 3.3% 3.7% 51%
Interest covered by operaung profit (nmes) : 3%, 44 4.0 38 4.9
Share informanon ) '
Dividends per ordinary share 3.65p 3.65p 365p 3.65p 6 6p
Basic carmings per share on published earmngs 4.5p 4 0p 1.4p {3.1p) 0.7p

“Operating profit on turnover rato o based a0 conimung operatsoas

Retumn on capial o operatng profir before excepuonal items snd goodwill amortitation, compared to shareholdes' funds plin net penuon babilites and borrowigs.
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Shareholder information

Shareholder enquiries
If you have any queries about the admunstration of shareholdings such as change of address, transfer of ownership, diidend mandate
forms or dividend payments please contact the Registrar

Capna IRG plc

The Registry

34 Beckertham Road

Beckenham

Kem

BR3 4TU Tel: 0870 162 3100 F-mail: 55D@Capitaregistrars.com

Sharc price informanon
Prices are pubhshed in most newspapers and also on Ceefax and Teletext in the UK, The current share price 1s updated every 15 mmutes
on the company’s website www salvesen com.

Sharcholder analysis (as at 31 March 2006)

’ Number of % of 1mued Number of % of 1spucd

By_mc o thares By eype of bolda L acounn __du::_
1 - 1,000 shares 6,164 1.1 Individuals 9,098 41.0
1,001 - 10,000 shares 3,170 4.1 Banks and nominees 759 16.3
10,001 - 100,000 shares 532 59 Insurance companies 4 17
100,001 - {,000,000 shares 161 20.8 Pension funds 16 7.8
1,000,001 - 5,000,000 shares 46 35.5 Invesument and untt trusts 64 21.9
5,000,001 shares and over 9 32.6 Other institutionsk orporates 121 11,3
10,082 100 10,082 100

Low-cost share dealing service

Hoare Govett Limited provides a low~ost share dealing service in Christan Salvesen PLC ordinary shares which enables investors to
buy or sell for a brokerage fee of 1% (plus 0.5% stamp duty on purchases), with a mumimum charge of £15. Details may be obtained
by telephoning Hoare Govett on 020 7678 8300 Please note that this 15 a posuwl service which 1s available to UK residents only.

Payment of dividends

The best way to ensure that dividends are recerved as quickly as possible 1 to struct the Registrars to pay them durectly into your bank
account; tax vouchers are then posted to you separately A dividend mandate form will accompany the dividend warrant and tax voucher
1n August or alternatively you can contact the Registrars at the address shown above.

Registered office Advisers

16 Charlotte Square Auditors

Edinburgh PricewaterhouscCoopers LLP (East Midlands}
L2 4DF hinancial Adwvisers

Repistered No, $C7173 UBS Warburg Bank

Corporate office

500 Pavilion Drive .S:}?c:ibrokersc )

Northampton ] organ Cazenove

NN4 7Y] Hoare Govett Limited

Company sccretanal department
500 Pavilion Drive

Northampron

NN4 7Y]

Financial calendar

Annual General Meeting T T —_13 jLFy—ZOO(s—
Shares trade ex-dividend T T 2 August 2006
Record date for final dwidend® - 4A_ugus-tﬂ)6 )
Final dividend pard - T T 7 T 31 August 2006
Etcn;;ﬁu!-rs—a;d dmndmung - — — —/ = Late Novﬁcr/mrly Dcccmbcrm

Shares rade ex-dividend

Record date for internim dividend®

Early January 2007

karly January 2007_
Late January 2007
Late May/early June 2007

Intenim dividend ;E

Prehmunary announcement of full year resules

*Shareholders on the rrgnter at thus date wall ecesve the dimidend
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