%%%%%%%%%%%% xr
Annual Report 2007 RO K

THE NATION'’S LOCAL BUILDER

} v




What we do

Rok aims to be The Nation’s Local Builder™

During 2007 we operated from a network of 59 offices
in major towns across the UK delivering building,
refurbishment and maintenance services by using 5000
directly employed people who live and work in their

communities.

Qur services

New bulld Planned repairs Response maintenance Development
and refurbishment
Reverues Revenues Revenues Revenues

£526m
+54%

£255m
+33%

£94m
+45%

Greenfield and brownfield

Experts in occupied premises

Urgent and emergency repairs

Specialist sub-contractors

Rok trained technicians

Project values up to £5m

Decent Homes partner

Long term framework contracts

Long term framework contracts

Sooial housing provider

wwwrokgroup com

Low value high volume
transactions

£./5m
-17%

Small scale low nisk commercial
and industnal development

L.ecal knowladge

Rok trained technicians

Local relationships

Retaned by leading insurers

Occupier led approach

Largely pre-let




What's inside

Corporate social responsibility

A strong sense of our responsibilicy
to others runs through our business
with jts founding philosophy of
supportng the local commurnites in
which our offices are based
Acuvites demonstraung this
commitment can be found
throughout the following pages,
specifically

08-11 Environment

12-17 Employment policies
18-19 Health and Safety

29  Community engagement
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Our strategy

MORE OF THE SAME, BUT BETTER!

Our strategy remains unchanged.

It 1s to be The Nations Local Bullder™ However, we suill
have work to do to deliver this consistently in every
major town across the UK.

We have captured our strategy in what we call our
Success Formula (illustrated opposite) which we believe
will set us apart and make us first choice for customers
The formula only works if all the elements are given
equal weight. Our future priorities and action plans are
aligned to this formula and are set out in more detall In
the Business Review.

Each element of the formula 1s measured through key
performance indicators (KPIs), the long term targets for
which are also illustrated. Each of our 59 Rok offices i1s
measured monthly for delivery against them

www rokgroup com
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Our success formula

We are a
talent magnet

X

We have
fantastic
leaders who
Inspire

X

THE NATION’S LOCAL BUILDER™

Safety performance

10%

(improvenans every yaar)

Employee retenuon

90%

On ume delivery

100%

MEASURED BY OUR KEY PERFORMANCE INDICATORS (KPIs)

The numbers represent our long term targets
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Our performance

in 200/

Revenues (£m)

556
495

380

Profit before taxation (£m)

16 |

101

Basic earnings per share (pence)
2003-2006 dwided by 5 to reflect share split

94

8s

63
54

2003 2004 005 2006 2007

2003 2004 2005 2006

2007

2003 2004 2005 2006 007

Dividends per share (pence)
2003-2006 diwnided by S to reflect share spht

28

4

KPI. Safety performance
Accaident Frequency Rate defined as
{acadents x|00,000)/manhours

KPI' Employee retention (%)

80 83

2003 2004 2005 2006 2007

2008 1006 2007

KPl: Customer delight index (%)
Customer sausfacuon weighted for
importance

Source Independent Customer Research by GFK

683 675

KPI: On time delivery
Projects delivered on ume

8276

KPI: Cash

Profic to cash conversion

09%

2005 2006 2007

www rokgroup com




Stephen Pattit
Chairman
Revenue
Profit

+427%

Earnings per share

+21%
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Chairman’s foreword

It 1s my pleasure 10 announce that, for the seventh successive year, Rok has
achieved a set of record results These demonstrate that our ‘Nation’s
Local Bulder' strategy focused on community based bullding and
maintenance services, 1s being successfully delivered on a national scale

These results reflect the demand for our building and maintenance services
with revenues for 2007 at £950m, up 38% over 2006, profit before tax of
£28 3m, up 42%, and earnings per share at || 5p, up 21% The increase in
revenue in 2007 is driven strongly by organic growth in our planned
repairs and refurbishment and response matntenance businesses and also
from acquisiions completed in 2006 and 2007 as we expand our business
across the UK Our confirmed order book remains strong at £610m, up
17% on the prior year, and long term framework contracts now total

£.1 8bn, up 28% on 2006

On the strength of these results, the Board 1s recommending a final
dividend for the year of 2 35p per share resulting in a total dwidend for
the year of 340p, an ncrease of 21% on 2006 If approved, the final
drvdend will be paid on 9 May 2008 to shareholders on the register at
4 April 2008

During the year we strengthened the senior management team to support
our operations and to ensure that we can scale up for further growth In
addiion, we have attracted 1500 of the best people In the industry to Rok
through our emphasis on a culture where people {eel rewarded, valued
and empowered to deliver exceptional levels of customer service We now
employ over 5000 people, over 50% of whom are front-line technicians
The highest priority for the Board 1s to keep all our people and our
sub-contractors safe at work and we are pleased that our efforts have
dniven a reduction in acaident frequency rates of 39%

In December, Dawd Sutherland resigned as a non-executive director

to devote more time to the growth of Tulloch Homes Group plc, which
was not acquired by Rok. | would like to thank Dawid for his valuable
contribution to the Company

Despite the strong results, shareholders have seen a downward re-rating of
all stacks in our sector and Rok has not been immune from this If we
continue to deliver on our promises to all stakeholders and demonstrate
the resilence of our business model, we are confident that this will feed
through into the rating and value of your shares

Much has been made in the media of econemic tightening affecting the
construction sector in 2008 We believe that in such slow downs, demand
increases for our core bulding and maintenance services as organisations
make do and mend rather than replace or move Rt 1s for just such
conditions that Rok’s uniqgue Nation's Local Bullder' strategy 1s designed to
excel

Stephen Petut
Chairman
6 March 2008

www rokgroup com
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Business review

06 Business review Summary of strategic progress
Our strategy i action
14 ] e are a talent magnet
20 [l We have fantastic leaders who nspire
24 | e love our customers
30 . We design our businesses for the highest margin
34 ! WWe are growing the family
38 Lookng forward to 2008 and beyond

Garvis Snook
Chief Executive
Share of revenue (%} Share of operating profit (%) Operating profit margin (%)
B New buld Hl New buid B New buld
[ Planned repairs and refurbishment B Planned repairs and refurbishment Il Planned repairs and refurbishment
[ Response maintenance I Response maintenance [l Response mamtenance
[l Cevelopment I Development B Development
98
8
1o 19 26
59 61
55 16
7
39 | 19 |
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OUR LOCALLY
DELIVERED
BUSINESS MODEL
IS THRIVING
BECAUSE OF THE
LOW RISK
NATURE OF ITS
WORK PROFILE
AND ITS SPREAD
ACROSS
SECTORS AND
REGIONS.

Scale of our target market

£42bn
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SUMMARY OF STRATEGIC PROGRESS

| am dehghted that Rok has produced a seventh successive year of record
results in 2007, conclusively proving that our strategy 1o be The Nation’s
Local Builder 1s welcomed by our customers and delivers consistent
financial results Our locally delivered business model 1s thriving because of
the low sk nature of its work profile and its spread across sectors and
regions The demand for local, smaller scale building and maintenance work
remains steady, off-setting any temporary slow down for larger scale new
build projects Half of our revenues come from public sector sources,
largely in the form of long term framework contracts, prowiding good
wisibility of future profit streams

The robustness of demand for our services is demonstrated by revenue
growth in 2007 of 38% to nearly £1bn These results were driven by a
very strong performance in our planned repairs and refurbishment and
response maintenance businesses with like for like growth of 30% and 24%
respectively Operating profit margins in our core bulding and maintenance
operations also increased from 3 1% in 2006 to 3 5% in 2007 as we shift
our work mix into more profitable business streams The result was
another record profit performance of £28 3m, despite the market
challenges faced by our commercial property development business

Our strategy for becoming The Nation's Local Bulder 1s set out in our
Success Formula on page 3 We developed this expression of our strategy
in 2006 and our message for 2008 1s ‘more of the same, but better!' This
reflects our desire to stick to a formula that 15 clearly working, while
recognising that we have some way to go to fully deliver our stretching
objectives Our key performance indicators {(KPls) allow us to track where
we are on this journey Each of our 59 businesses reports on a menthly
basis against the same six KPIs enabling each local team to measure its
own progress

The opportunity for further growth remains substantizl The overall
construction market 15 worth some £120bn and our target market of
smaller scale loczl bulding work 15 estmated at £42bn Within this market
our service 1s strongly differentiated through our strong national brand
delivered through a network of offices embedded in their local
communities As our results over the past seven years have demonstrated,
this local relationship-based delivery, combined with national scale and
leverage, has great potental for profitable expansion

In the Business Review that follows, t outhne what we are trying to achieve
for each strategy, what we have delivered in 2007 and what our focus will
be for 2008 and beyond

THE SHAPE OF CUR BUSINESS
Our business currently focuses on four distinct service streams

New build

These are projects with an average value of some £2m and not generally
more than £5m in value New build work represents 55% of total revenue
and plays an important role in our business model in creating cash
Differentiation and added value 15, however, harder to generate in this type
of work which 1s largely sub-contracted and the relationship with
customers 15 often at arm’s length This results in lower profit margns of
[-2% (2007 19%) As a result, atthough new build will atways be a
substantial part of RoK's revenues, we will gradually reduce the proportion
of our actviies represented by this business stream as our other, higher
margin actvity grows This 1s reflected in a 2007 organic revenue growth of
only 4%

www rokgroup com
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Planned repairs and refurbishment

This work, which encompasses improvements te existing buildings,
increased revenues by 33% over 2006 and now represents 27% of the
Group's revenues with an operating margin of 59% (up 04% points)
Typically, this work takes the form of long term framework contracts in the
social housing {Decent Homes), education, public bullding and commercial
sectors Often this work takes place in occupied premises where customer
service skills can add significant value and where customers often prefer
delivery by Rok-employed technicians Work 1s won as much on added
value' critena as on price and our teams are now well versed in
understanding and responding to the needs of these customers

Response maintenance

This work 1s small scale, gh volume repairs and maintenance delivered
largely by directly employed technicians in vans, with key seciors being
Insurance repairs, social housing and education Alfthough still only 10% of
our business, it has grown rapidly 2007 has seen 45% revenue growth of
which 24% 1s organic, in particular driven by our biggest customer Zurich
Insurance Operating profits were up significantly (+104%) and operating
margins rose to 6 1%

Development

Thus drvsion focuses on commercal property development based on our
excellent local knowledge and relationships Duning 2007 a number of
successful transactions were completed, although the credit squeeze in late
2007 caused institutional property funds to withdraw temporarily from the
market and, as a result, 2 number of planned disposals fell away Revenues
fell 17% to £754m and profits fell 24% to £7 4m This division represents
the smallest segment of our business and only 12% of our pre-tax profits
Our strategy Is to continue to reduce our exposure to commercial
property development in a market which we believe will be under
pressure for a few years

FUTURE SERVICES

Looking to the future, we will continue to focus on the first three of the
service streams above, increasing the work done in the higher margin areas
of repairs and refurbishment and response maintenance We will
endeavour to drive up profit marginin these streams by increasing the
proportion of work delivered by our own directly employed techmicians
This avoids passing on margin to sub-contractors and increases quality and
customer satisfaction A key route 1o achieving this is to increase the direct
delivery of plumbing, heating and electrical services, which comprise about
20-25% of most bulding projects and are currently about 90% sub-
contracted Our acquisttions of Corne (part of Tulloch), EMB and Avonside
represent the first steps on this journey

ENVIRONMENTAL IMPACT

Rok 1s committed to operating in a way that causes as little harm to the
environment as possible and preferably has a positive impact. To this end,
we have an annual action plan that will help reach targets related to a
responsible approach to utility and matenal consumption, waste,
sustainable construction, habrtats and communsties

Qur commitment to this plan 1s recognised and supported by our people
In our 2007 People Survey, 68% of them agreed that Rok was ‘continually
lookeng for ways to develop environmentally frendly practices’ We have
also been lisied for the first ume in the FTSE4Good Index compiled for
people who want to invest :n companies which meet recognised standards
of behaviour in terms of corporate social responsibility

www rokgroup com

Sustainability

Five timber frame homes built for
Magna Housing in Dorset have
been given the highest possible
energy effiauency raung recognised
by the Building Research
Establishment - just one of a
number of Rok projects achieving
high marks for sustanabihiey
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New build
Revenue {£m)

342

253

2005 2006 2007

Planned repairs and refurbishment
Revenue (£m)

185 1921

2005 2006 2007

Rok technicians

The number of directly employed
Rok techricrans increased by 947
during the year in hne with our
desire to deliver more of cur
building and maintenance services
using our own people

FTSE4Good index

Rok has been included in the
FTSE4Good index which provides
investors with the opportunity to
gamn exposure to companies that
meet recognised corporate social
responsibility standards

Response maintenance
Revenue (£m)

65

48

2005 2008 2007

Development
Revenue (£m)

2l

2005 2006 2007

ssaufoud 2i8anens jo Lirwwing

MIIALIAD

MBIAB ssBaUsng

MBIAZL [eIDURUIY

3DUBUIDAOD)

SJIUSWIIRIS |EIDUEUIY

sJap|oya.eys

wiww rokgroup com




10 Rok plc annual report 07

Eco standards

£.400

estuimated annual cost of gas, electricity
and water for an average family in 2
three bedroom home built by Rok
Liverpoal to ‘excellent’ eco standards

Environment

3500

trees saved through mnstalling
eco-friendly kitchens in homes across
Bristol where Rok 1s working on a
programme of planned repairs and
Improvements

www rokgroup com




WE ACTIVELY
SEEK PARTNERS
WHO CAN
SHOW THEY
SHARE OR
EXCEED OUR
ENVIRONMENTAL
AIMS.
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Our determination to serve local communities from dedicated local bases
means we reduce our fuel consumption and, where meetings between
people from different offices are required, we have installed wideo
canferencing facilities which we calculate will save approximately 74 tonnes
of COx per year

From the businesses for which we collected data dunng 2007, we know
that around 74% of our non-hazardous site waste has been diverted from
landfill {excluding demolition and earthworks data} The creauon of a
company-wide system for monitonng waste waill help us improve on this
in 2008 Individuals have also been appointed in offices to champion paper
recychng and minimise other waste

Rok’s supply chain team has continued to work with the business to
ensure It and 1ts sub-contractors use materials, Including timber products,
which can be traced to sources that are sustanable The c¢reation of a
company-wide system for monrtonng the purchase of chain of custody
approved tumber will help us track progress We actively seek partners for
contracts who can show they share or exceed our environmental ams
such as our kitchen supplier who uses 100% recycled timber for units and
avoids unnecessary packaging

Qur operationai teams have the skills and knowledge to deliver projects
that meet the environmental standard of the Bulding Research
Establishment Environmental Assessrment Method, Ecohomes and Code
for Sustainable Homes They are also traned in environmental best practice
and law

We encourage everyone to be involved n environmentally sound
inttiatives and in 2007 we held a carbon free travel to work day, for which
there was a pnze for the best alternative method of reaching work, the
primary aim being to encourage people to challenge therr own energy use
Criher inbiatives included a sustainable construction event attended by
more than |00 guests and trals by our technicians to install free smoke
detectors and provide water saving devices for tollet cisterns

In 2008 we will continue to improve and intensify our focus on these
1ssues because they are critically important to the wider community as well
as to our own people and our business success Our focus in particular will
be on

# Measuring and reducing our carbon footprint, especially through our
fleet and company car policy, and the use of video conferencing

* Improving our management of site waste
* Timber sourcing
* Supporting our customers to incorporate environmentally positive

mnovation into our social housing new build and refurbishment
programmes

www rokgroup com
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A year In view
£14m 6 6

Rok opened an office in Macclesfield after Milton Keynes was one of six offices Liverpool recerved the keys of the door
securing a £14m framework agreement to te win business awards in their local as one of six Rok offices to use our
replace kitchens and bathrooms in 6000 homes communiues exciung and space efficent branded
over four years workplace design

January february march

July august september
5 7/ 200

Donald Mackenzie was one of five MDs $ Harnson Construcuon was one of Mare than 200 Rok Scodand apprenuces
appainted to lead our new regional bands, the  seven acquisiuons, which also included attended the awards ceremony in
others were Kevin Brush, Marun Donnachie, Aquilo Inspecuon & Reinstatement Inverness
George Fraser and Keith Watson Services (AIRS), Avonside Services
Group, EMB Services and SOL
Construcoon

www rokgroup com
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Rok was awarded the Order of
Disuncuon by RoSPA for Occupational
Health and Safety having gained |5
consecutive Gold Awards

apri
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3 £11,000

Plymouth office worked with Business in the Wakefield office raised £11,000 for local chariy
Community to help prisoners and the homeless from a Four Peak Challenge and Dragon Boat
It also completed three community challenges in  Race

one weekend

may june

october
3

Three liveried buses completed a tour
of Rok offices giving training on the
company’s new tntranet.

november december
2 |8

Rok was the only company to win two Rok celebrated |18 months at the top of the
accolades at the Nawonal Training Awards league table for work won in the social housing
sector (Source Contsaet Journal)

www rakgroup com
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We are a talent magnet

OUR STRATEGY

The basis of Rok’s business
philosophy since 1ts inception has
been that by attracting, retaining
and developing the best people,
we will provide superior
customer service and, through
this, greater value for our
stakeholders Ve operate in a
large, growing market with
notornious skill shortages and to
succeed we must offer a culture,
remuneration options, 2 health
and safety record and career
opportunitzes which can attract
and retain the people we need
to achieve our business
objectives

Most building and construcuon we are frequently working in
companies use sub-contractors occupied premises and have

for the majority of their close interaction with our
operations because they believe  customers and end users

that this minimises fixed costs In addiion to improving margins
and increases flexibility Our through higher customer
ambivion 15 to differentiate satisfacuon and retention, direct
ourselves by becoming a delivery also retains margin
customer relationship driven which would otherwise be
service business Directly passed on to sub-contractors

employing and training our own
technicians to deliver to our
quality standards 1s key to
achieving thus, particularly for
business sectors such as sociai
housing, Insurance repairs,
education and health care, where

2007 delivery

How we measure success

rate

> Directly employed technicians have increased
from (700 in 2006 to 2700 1n 2007

> Technicians comprise 54% of our workiorce

our annual People Survey this year

> Focus on health and safety in 2007 has resulted m
i a significantly reduced accident frequency SAFETY PERFORMANCE

Target 10% improvement every year

Accident frequency rate is defined as (acadents x |00,000)/manhours

2006 Accident frequency rate 0 57
2007 Acadent frequency rate 0 35

> A record 78% of our employees responded to O
2007: 3996
2008 and beyond '

further 10%

mntegraton programmes

development

> Reduce 2008 accident frequency rate by a

improvement

> Flexible benefits tallored to individual choice w EMPLOYEE RETENTION

enhance our tndustry-leading employment

terms will be introduced in April 2008 Target 0% of our employees retained

> Focus on developing a customer service culture 2006 83%
through our Taste of Rok inducuon programme,

leadership development and our acquisiuon O
.
> Grow our techmaan base through apprentice .

of our employees retained during the year

www rokgroup com
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QUR STRATEGY IN ACTION

Recruitment and induction

Dunng 2007 we welcomed 1500 new employees to Rok and we expect
to continue this trend In 2008 We have focused on creating consistent
recrutment processes across our 59 offices and on coaching our teams in
them By improving recruitment techniques we bring the nght people into
Rok and reduce turnover We are proud that our turnover rate at around
[5% 1s about half of the industry average and that the beneiits can be
quantified in terms of both value added to the businesses and costs saved

Finding and attracting skilled trades people 1s a parucular challenge for
everyone in the construction industry Our business model, based on local
bulding teams Iving and working in their own communities, 1s appealing
because it enables employees to be close to home and reduces the need
to travel long distances to sites In addition, our technicians have greater
independence and autonomy without the burden of admimistration which
15 so often the downfall of smaller bulding firms Our local teams have
adopted many innovative ways of identifying and attracting trades people,
such as open days, projects and actmvities with schools and colleges and
recruitment bounties for employees who recommend successful
candidates Among the more unusual initiatives was teaming up with the
Scottish Professional Footballers’ Association to target players who had
reached the end of their careers in the game and were looking for a new
start

All new recrurts attend a three day residential induction programme called
Taste of Rok delivered by Rok colleagues to help them to understand
Rok's business objectives and culture and how they can play therr part n
its success This 1s followed by an extended induction into their local
businesses

Reward and benefits

Rok has atways prided rtself on having an industry leading rewards and
benefits package, distinguished in particulzr by its equality for technicians
Unusually for the construction sector, all employees on Rok employment
contracts, regardless of role, have monthly salaries, a common pension
scheme, sick pay, the same holiday entitlernent, access 1o share ownership
and a private health plan

The way we reward people for their endeavours 1s shaped by four key

objectives continually to strengthen and improve our pay and benefits, to
Increase people's awareness of their entitlements, to gear pay policies in a
way that encourages high performance and to generate value for money

The framework which now underpins these objectives 1s RokPay+, a
programme of flexible benefits which can be tallored by indwiduals to fit
their personal preferences Launched in late 2007, the online system allows
employees to access a total reward statement. This lists each element of
pay and berefit entitlement, along with it cash value In 2008 the next
phase will be rolled out, giving people the ability to tallor their benefit
choices to match ther own individual lifestyles RokPay+ started with
extensive employee consultation and this will continue over the coming
maonths and years

Training and development

Rek's aspirations to become truly service onentated are ambitious and we
need to support our people by grng them the skills and capabiliues to
achieve this goal The need 1o balance training writh the day to day
operational delivery of the business as we grow requires a steady and
determined approach In 2007 traiming continued to reflect health and
safety as our most important and fundamental commitment to our

www rokgroup com
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Rok People Survey
(% of total employees responding)

7

72 71 Py

2003 2004 2005 2006 2007

Number of technicians employed

1762

963

2005 2006 2007

Number of technicians employed
(% of roral employees)

51

42

2005 2006 2007

2007 Rok People Survey

8976

of employees know what 1s expected of
them at work

S /76

of employees understand what the phrase
‘The Nauon’s Local Bullder’ means

Traiming and development

Rok has a record 217 apprenuces in
Scodand

Rok provided an average of 3 days
off-the-job training per employee
(excluding apprentuices and other
people at college)

916 new employees attended Taste of
Rok with an average of 54 people on
each programme

www rokgroup com




WE BELIEVE OUR
INNOVATIVE
APPROACH
DEMONSTRATES
OUR
COMMITMENT
TO TRAINING
OUR PEOPLE
AND OUR DESIRE
1O MAKE THAT
TRAINING
ENGAGING AND
ENJOYABLE.

Rek ple annual report 07 17

workforce and the public Dunng 2007 we dewvised The Rok Way which 1s
an on-iine tool setting out all the systems and processes needed to run a
local Rek business This was rolled out during the second half of 2007 and
every employee was invaolved in workshops to ensure he or she
undersiood the relevant sections

Access to the The Rok Way 1s via the Company's intranet, Roknet, which
was relaunched and introduced to our people using a highly onginal
vehicle, hiterally Three buses, converted into mobile IT surtes and 1n full Rok
livery, embarked on a nanonwide six-week tour of our offices, taking
computer training equipment directly to thousands of employees Roknet
includes pages where colleagues can post news and views and share best
pracuice All users can personalise pages to surt their own roles in the
business

We are particularly proud of our established apprentice programmes and,
in our Scottish business alone, we have more than 200 people enrolled
Over the next three years, developing this programme further and
delvering it more consistently across all our regions 1s a priority and clearly
fundamental to our am of providing the majority of our services using our
own, home grown, expertise

National recognition

In 2007 Rok gained two National Training Awards, the UK's highest
accolades for training and development. The only company to collect two
awards, we were presented with one for our work with culture change
experts CragRats and the other for our collaboration with training
company Cordie CragRats used theatncal performance and interactive
workshops in Rok's North West based businesses to reinforce messages
on health and safety which led to a near 90 per cent cut in the acadent
irequency rate across the region Cordie worked with members of Rok's
supply chain team to develop practices which have brought cost savings
and improved performance

Involving and listening to our pecple

The Rok culture values the contnbution of each individual and encourages
involvement and leadership at all levels We have developed a number of
formal methods to promote coniribution and communication across our
dispersed businesses Every month we run an ‘Ask Garwis’ forum on our
intranet through which any employee can ask me any question to which |
respond personally Qur Citizens’ Forum 1s made up of representatives
from every business and meets with our serior business leaders at regional
and national level to faciitate constructive two way communicatton The
leader of the Cruzens' Forum meets our Board twice a year The Forum
manages our annual People Survey and some of the results can be seen
opposite We have been told that the level of response receved In this
survey 15 exceptional for this type of employee engagement. Every year the
resufts of this survey form the backbone of cur plans for our future people
policies

Keeping people engaged

Rok's business model of small workung teams with strong leadership 1s
conducive to making people feel valued and able to make a contnbution
10 the success of the business Our People Surveys i the past have
indicated that the pride people take in their work, the way they interact
with therr colleagues and the opportunities for development are as
important as the financial rewards they receive We encourage people 1o
seek new opportunites within Rok and in the wider community to
develop their skills and career potentiat
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Health & Safety

Keeping people safe

Quite apart from the fact that no one ever wants to hear of an acadent in
the workplace, we know from experience that safe working environments
are also lkely to be udy, eficient and profitable

in 2007 Rok receved the Order of Distinction, one of the highest awards
bestowed by the Royal Society for the Prevention of Acaidents (RoSPA)
for Occupauonal Health and Safety Whilst proud of this achievement, we
recogrise we have a long way to go before Rok 1s the safest place to work
in its sector We have to ensure the good practices highlighted by the
award are observed at all levels and in all regions

To this end, Safety, Health & Environment (SHE) 1s the first item on the
agenda of every team meeting and the industry standard acadent
frequency rate 1s one of the measures against which all our offices are
Jjudged Across Rok as a whole, the acaident frequency rate has fallen and
by the end of last year, it stocd at 035 acadents for every 100,000 hours
worked This was down from 057 in 2006 and beat the target we had set
ourselves of 045 We have made a commitment to achieve in 2008 a
minimum improvement of 10% on the 2007 rate

In addmon Rok has committed to obtaining external certification under the
British Safety Councll Five Star Audit dunng 2008 and aims to achieve Five
Star’ status in all areas of our business by December 2010

Conunuous improvement

A major reason for the improvemant in Rok’s safety performance during
2007 was the decision to bring the necessary expertise in-house We now
have 25 SHE specialists working with our local businesses to establish and
monitor the highest levels of care for our own people, the public and our
neighbourhoods This has led to workplace inspections being more
consistent, objective and effective We now also design and deliver much of
the associated training ourselves and, where we use outside help, look for
innovative and engaging techniques

Thanks to the hard work of our SHE Director and his team, all incidents
that occurred in the course of 2007 were satisfactonily closed by the end
of the year, meaning that any remedial steps needed as 2 result of mcident
reports were taken

As with all Rok’s essential business processes, SHE guidelines are on

the Company intranet as part of The Rok Way and readily accessible to
everyone Under the slogan,'One Acadent - Too Many', there are regular
updates and campaigns There 1s a comprehensive SHE library and a
section 1o help offices with their submissions for contracts which ensures
consistency across the Group Acadent statistics are on the front page of
the intranet and local targets are displayed on office notice boards

One area that has caused the Company problems in the past 1s the use
of sub-contractors who might not share our own rigorous standards
The SHE team has worked with their supply chain colleagues to restrict
the use of sub-contractors to those demonstrating the required
competencies There is also a confidential helpline avalable to any
employee who feels he or she 15 being asked to do sormething that might
be considered unsafe or who believes a sub-contractor 15 using methods
that pose a threat to safety

www rokgroup com
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Main injury type (Top 3 as %)

48

Cuts Sprains Brusses

Site inspections

The Band Managing Directors
undertake a mimimum of two site
safety, health and environment
inspections a month

This form of wisible leadership and
commitment supports the Company's
overall drive for improvement.

Commitment statements

Each band has compiled a safety, healch
and envtronmental commitment
statement to outine how the Group
strategy will be delivered

These commitment statements form
the basis for the implementauon and
communicauon of SHE strategy to the
workforce

Main causation type (Top 3 as %)
Hl Hand tools

I Sbps tps and falls

[ Manual handling

0

Five star audit

Rok 15 commuitted to obtaining external
ceruficanion to the Briush Safecy
Council Five Star Audit during 2008

We aspire to achieve ‘S Star’ status in
all areas of our business by December
2010
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We have fantastic leaders

who Inspire

OUR STRATEGY

Thus strategy sets a high
benchmark for all our leaders
whatever therr role in Rok in
particular it reflects our
convicuon that our area and
team leaders, who head each of
our 5% local businesses and the
business streams within them,
are the hinchpin of Rok’s success
They are responsible for local
customer relauonships and new
business, health and safety, the
motvation and morale of thewr
teams, delivering projects on
ume and to the right quality and,
of course, the profitability of
thewr business

Cne of our main areas of focus
during 2007 has been putung in
place the remunerauon,
performance measures,
recruitment, personal
development and line
management support for these
leaders We have made good
progress and are now confident
that we have the right
infrastructure to enable them to
produce great results for the
bustness and to prepare us for
our next phase of growth

Also new in 2007 was a move to
five regions or Bands, each with

their own managing directors,
bringing responsibility closer to
our customers These managing
directors, together with the Plc
Executive team, the Response
Maintenance Managing Director
and funcuonal leaders, form a
resourceful teadership team
responsible for implementing
strategic decisions

2007 delivery

> Five experienced regional managing directors
appomnted to support and coach local area
leaders

> KPIs for local businesses in place

> All leaders strongly incenuwised against
KPI targets

> Key appomntments i informauon systems and
Response Maintenance made to drive future
growth

2008 and beyond

How we measure sucgess

Qur area leaders and their team leaders are measured on their performance
against all six of our KPls This ensures that they pay balanced attenuon to
all aspects of their business and are incentivised to focus on longer term
performance as well as the next month’s results These KPIs are reported
monthly on a red, amber, green system and reviewed by the Board

One of the lead indicators for all measures of performance 1s ‘On ume
delivery’ Work which is delivered on programme s well planned with high
atzention to detail and with good refauonships in place with all stakeholders
These projects have good safety records, contented employees and suppliers,
sausfied customers and as a result meet profit and cash targets

ON TIME DELIVERY

> Ensure all leaders understand and can
effecuvely communicate and lead the delivery
of the Rok culture and business model

> Create development programmes and
succession planning for semor leaders
through to front-line feaders

> Continue to improve programmes to Integrate
leaders of acquired businesses

> Effective succession planning

www rokgroup com

Target 100%

2006 On ume delivery not measured for Rok as whole

2007: 8595

of projects delivered on ume




PEOPLE CAN SEE
WITH ABSOLUTE
CLARITY, WHAT
SUCCESS LOOKS
LIKE, HOW IT
CAN BE
ACHIEVED AND
MOST
IMPORTANTLY
THE INFLUENCE
THEY CAN

HAVE ON
PERFORMANCE.
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OQOUR STRATEGY IN ACTION

Consistent delivery

The biggest challenge that Rok faces as a result of its high levels of
acquisiive and organic growth is to ensure that each of our businesses
delivers the Rok service to a consistendy high standard This means that
our leaders and their teams have to reflect the Rok cutture and
understand and deliver key processes

To promote best practice, we have developed and rolled out a web based
guide located on our intranet called The Rok Way It divides all our
processes, templates and information sources into four main categones
People, Customers, Operational Delivery and Finance By the end of March
2008, all Rok employees will have attended workshops on The Rok Way
talored to ther job roles and delivered by their regional leaders
Everything they need to do their jobs excellently 1s now avatlable to them
at the touch of a button Those who do not have on-line access, can access
information from their site office or local Rok Centre

Preparmg for further growth

Rok's 2007 turnover was close to £1bn and, as we continue to roll out our
business mode!, we would expect that to double within five years In
anticipanon, durng 2007 we invested in a number of key management
roles and designed our crganisational structure to prepare us for that
growth

We split the business into five regions or Rok Bands', each run by an
experienced Managing Director with zll the key suppert functions
reporting through the Band This enables us to run the business closer to
the front line and will result in more consistent operational and financial
delivery We also invested in ensuring the pivotal area leader roles were
filled by indviduals with the right capability, atbtudes and experience

In addition, we made a few key natonal appointments including a
Response Maintenance Managng Director to lead the development of our
strategically critical maintenance business, working with the Band Managing
Directors to ensure consistent development and delivery for our national
customers Qur new Chief Information Officer will lead the development
of our systems Infrastructure to improve efficiency, productivity and
information flow

Leadership in acuon

The introduction of the six KPls for each business (see page 20) has
helped the leaders share with their teams what needs to be done to reach
these goals and why this 1s important Noticeboards and display screens
record progress and regular team meetings are held to discuss ways of
improving scores For the first time, people can see with absolute clarrty,
what success looks like, how 1t can be achieved and most importantly the
influence they can have on performance The Northern Band has several
offices which were amongst the first to achieve all their KPls Here, they
began with a concerted effort to ensure that the local leaders knew what
was reguired This was shared with everyone and suggestions invited for
ways of improving scores For example, when types of site acadents were
analysed locally, it revealed that they were dominated by minor injunes to
hands A trial was inriated which has now led to a mandatory glove policy
across the business

A charactensuc of effective leadership 1s a willingness to make the time to
ensure, directly or through others, that all members of a tearn can see how
their performance can bring rewards for them and their colleagues Good
leaders learn from others and an advantage of Rok's structure is that there
are plenty of successful teams happy to share best practice

WWW rokgroup com

MAAIBAD

SJBPEI| HISWIULY DALY I
AMD1ADI SSBUISNY

AMIIADI [BIDURUY

BIUBLIDACD)

SIUBWNEIS |EIdULUL

sJap|oyaJeys



22 Rok ple annual report 07

Qur

leadership
team

In preparation for Rok’s continued growth our leadership
team has been strengthened with talent from both inside
and outside the Company. Our Band Managing Directors
are responsible for the day to day leadership of our local
teams to deliver customer service and profit targets. Our
functional leaders have a national remit for the strategic
direction and development of best practice processes to
ensure consistency and to drive economies of scale. This
team Is collectively involved in all major decisions
affecting the development of Rok.

www rokgroup com
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Leadership development and succession planning

A common weakness among even the most expenienced leaders 1s the
falure to identify and culivate their successors So important to Rok’s
success I1s the leadership role that we cannot leave the pracess of replacing
those who retire or move on to chance We ask all teams to hold
succession planning meetings and our employee appraisal process ts
designed to idenufy people with leadership potenuial

CANDIDATES FROM PAST
COURSES ARE NOW

IN AREA LEADER ROLES
WITH SOME OF THEM
TAKING ON THE
CONSIDERABLE
CHALLENGE OF STARTING
NEW ROK BUSINESSES.

Since Rok values certain attributes in its leaders above a set of skills or
competencies, 1t 1s vital to get to know our people well, discover their
strengths and build upon them Whilst we do have a surte of courses
designed to assist current and would be leaders, we also invest time in
individual coaching and mentoring to make the most of those specific
strengths that have brought the candidates to our attention in the first
place Wherever possible links from the courses are made to practical
elements of the day job’ so that learming 1s continuous

In 2007 || people were enrolled on a High Potential Programme Nine
completed the course and will give presentations back to the regions
which spensored them A number of candidates from past courses are
now n area leader roles with some of them taking on the considerable
challenge of starting new Rok businesses from scratch The rate of growth
and pace of change at Rok attracts people keen to find a company that
will have the scope to offer such challenges

| Marun Donnachie
Managing Director
North

2 Rob Olorenshaw
People Director

3 George Fraser
Managing Director
Scotand

4 KevinWilletts
Customer Director

5 Mike Perry
Rok Way Director

6 Kevin Brush
Managing Director
London and South East

7 Nigel Lemmon
Response Mamntenance Director

8 Claire Hamon
Chief Information Officer

9 Garwis Snook
Chief Executive

10 John Samuel
Operations Dhrector

Il Donald Mackenzie
Managing Director
South West

12 Ashley Marun
Finance Director

13 Keith Watson
Managing Director
Central

14 Jane Gibbs

Procurement and
Supply Chain Director

www rakgroup com
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We |love our customers

OUR STRATEGY

The constructon industry In
general has a poor reputation for
customer service, often because
of a focus on individual projects
rather than long term customer
relationships At Rok we seek to
differentiate ourselves through
our conviction that good
customer service means not just
completing projects on time, to
budget and to the agreed quality
but alse providing a positive
experience throughout the
process Customers tell us that
the most important factors in
achieving this are open, honest
communication at all stages,

accessibility and conunuity of
Rok personnel, effective
resolutton of difficulues and
keeping our promises Recruiting
people with the right attitudes
and skills and encouraging them
to think for themselves are key
to meeting these needs

Ouwr business model, where our
services are delivered by people
who live and work locally,
engenders a sense of pride,
accountability and responsibility
for the work they do This means
our offices can rely on long term
relationships for future work

Almost 45% of our current
acuwvity Is covered by leng term
contracts, known as framework
agreements, which provide us
with work over a three to five
year pericd Most of these are in
the social housing, education and
public sector as well as the
commercial sector where
national customers such as
leading insurance companies
require local delivery with UK-
wide coverage

2007 delivery

> £780m of long term framework agreements
secured in 2007 bringing the total to £1 8bn

> Organic growth of over 9% during 2007
> Response maintenance sales growth of 45%

> Top of league wable for value of social housing
work won (Source Contrace Journal)

2008 and beyond

> Confirmed order book stands at £6 10m

> Some 70% of response mantenance revenues
expected to be from major insurance
customers

> Rok Home of Choice will provide tailored, hugh
quahty new bulld homes to the affordable
housing sector with cost certainty

> New, unique Insurance repars service in
development which combines an independent
claims handling and scoping service with Rok's
established directly delivered repairs offering

www rokgroup com

How we measure success

CUSTOMER DELIGHT INDEX

Target 80%

Customer sausfacuon weighted for importance
{Source Independent Customer Research by GFK)

2006 67 5%

2007: / | 96
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OUR STRATEGY IN ACTION

Our target market

The portion of the UK construction market targeted by Rok, namely the
lower risk, smaller scale projects best suited to a local, community based
bullder, s estmated as being worth £42bn {See graph on page 27)

We avod large scale, higher nsk projects such as major commercial
construction and infrastructure projects over £5m in value Since our total
turnover in 2007 of £875m in our bulding and maintenance business gives
us a market share of just over 2%, there 1s clearly much national growth
potential

Market outlook

Based on the latest avallable forecasts (Regional Construction Research
December 2007), the canstruction market, both n terms of output and
new business, was still showing growth at the end of 2007, but at a slower
rate than previously At this tire, despite the slowing economic growth,
there 15 no tangible indication of a significant downturn in overall
construction activity, with the exception of private housing However, levels
of uncertainty are high and it 1s felt that this will have a further significant
trickle down effect, especially in the private housing, private commercial
and private industrial sectors. Forecasts to 2010 continue to indicate
growth in public housing, public non-residential and the repairs and
maintenance sectors (See graphs on page 27)

Despite this background of uncertainty, Rok 15 better positoned than many
In its sector to succeed We have no exposure 1o the private housing
sector and very little to infrastructure Our actvity in the private
commeraial sector 1s imited 1o locally based, small scale office and retaii
developments and 1s as much focused on refurbishment as on new bulld
About 50% of our revenues come from the public sector; principally from
social housing and educaticn and much of this is already secured through
long term framework contracts Again, this work is a balance between
refurbishment and new build Finally, Rok's fastest growing and highest
margin workstreams are repairs and refurbishment and response
maintenance, which are much less susceptible to economic downturn

CUR KEY SECTORS

Social housing

The social housing market 1§ large and stable, with the number of housing
units managed by social landlords expected to remain at 5 3m, of which
40% are in three densely populated regions London, the North West and
Scotland The Government led iniiative to bring the housing stock up to a
minimum standard (Decent Homes) 1s neanng completion in England and
Wales but has shipped from 2010 to 2012 However, Scotland 1s several
years behind this programme In England and Wales expendriure will be
sustained by the ongoing need for repairs and maintenance and the total
UK market 1s expected 1o level off at £12bn per annum (See graph on
page 27) In adduon, the Government has re-stated its commitment to
affordable housing ptedaing to build three million new homes by 2020

The 200 largest social landlords now own 75% of England’s public housing
stock and the market is likely to consolidate further to drive efficient
procurement This makes Rok's established long term relationships and
reputation with key players in all regions even more valuable

Customers such as housing associatons and local authortiies prowided
about one third of our 2007 revenue from work ranging from new
bullding projects and refurbishment to general repairs and mantenance
Duning the year, Rok won more new work in this sector than any of rts
competiiors, consolidating s reputation as the UK's provider of choice
(Source Contract Journal) Almost all our work 1s won through long term
contracts known as framework agreements which provide a succession of

www rokgroup com

MBIAIBAD)

SIBLUOISIVD UNO FAD| IAA
MIIARI ssauisng

MIIAD [BIDUBULY

YIUBUIDADD)

SIUAWIIEIS [BIDUEBLIY

SIapOyBIRYS



26 Rok plc annual report 07

projects over a three to five year perod, giving us stability and wisibility of
revenues

Whilst these long term agreements afford us the secunity to plan and
resource our work efficiently, we never take them for granted They are
reviewed regularly and we believe that our customers stay with us because
of our commitment to what matters to them Rok’s style of inclusiveness
has gone a long way to remove the feeling of ‘them and us’ that once
typified many relauonships between customer and supplier in our industry
We have endeavoured 1o ¢reate a one team responise to our customers’
requiremnents and in the way we work wrth them to help them meet thewr
objectives Rather than have one set of people who seek work
opportunmies and ancther set who deliver them, we operate as a whole
team Everyone from area leader to apprentice knows the importance of
good service because we use customner satisfaction targets to monitor our
performance

By putting ourselves in the shoes of our customers, we have a better
understanding of their goals and use this knowledge to make ourselves the
natural choice as a partner VWe have worked alongside many housing
providers to discover what makes a difference to their residents

Education

Government forecasts show expenditure on schools, colleges and
universities rising to nearly £10bn by 2010/11 (See graph on page 27)
The Government's efficiency agenda and the work of the Regronal Centres
of Excellence are resulting in an increase in interest in regional bulding
frameworks from local authorihies Rok 15 in an excellent position to exploit
these opportunities with recent framework awards in pilot programmes in
the South East and East of England

Although about two thirds of the education market 15 large scale, nationaily
drven expendrture such as Bullding Schools for the Future, over £2 3bn

is devolved to local schools for general building, repairs and mamtenance
projects (See graph on page 27)

Thus 15 our target market and our excellent local community relationships
make us the obvious choice to carry out the work. Rok has a long
tradmion of participating in a range of educational acuvities from careers
fairs to site wisits and assisting with the delivery of vocational courses at
schools and colleges 8y listening to what teachers and pupils want as well
as to local authonties, Rok has gained a reputation for working salely and
efficiently in occupied premises and providing first dass facilities fully
appreciated by their users Such competence comes from spending time
understanding how these institutions work

2007 has seen a dedicated focus on this sector which has resulted in Rok
winning mine major new education framework contracts resutung in
revenues In this sector of £124m (38% up on 2006)

Commercial

Our engagement with local businesses through our indwidual offices brings
us a range of opportunites in the commeraal sector where we
concentrate on offices, airports, retal outlets and leisure venues In
addmion, an increasing number of nationally based customers value our
ability to prowide services at both local and national level in line with thewr
own regional structures

www rckgroup com
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Total construction market (%)
Historical and forecast growth (£m 2000 pnces)
[ New work

Total construction value in 2007 (%)
Total market £120bn (ac 2007 prces)
B New work

B Repar maintenance and improvement
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Source Regional construcuon forecasts
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Source Regional construction forecasts
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Long term frameworks
Total order hook
Value at December 2007

£ 1.8bn
28%

Forecast social housing expenditure
in UK to 2020 (£bn}

Saurce Focal Research Ltd

£bn
15 -

Rok social housing (£m})
Revenue growth

+36%

+29%
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+50% 158

75

07 03 09 10 11 12 (3 14 1516 17 18 19 20

2003 2004 2005 2006 2007

Forecast education expenditure (£bn)
Source Government comprehensive spending review 2007
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Response mantenance
Number of insurance jobs completed in 2007

32,000

2007 Rok customer survey
% Surveyed customers
Source Independent Research by GFK

> 79% are sausfied with overall
performance

> 81% are hkely to use Rok again
> 79% would recommend Rok

> 73% felt valued as a customer

Commercial sector
Customer, BAA

Rok have a national agreement
with BAA working at each of its
seven UK airports

Heathrow Gatwick
Stansted Glasgow
Edinburgh

Aberdeen
Southampton

Insurance sector
New customers in 2007

Fortis
Nationwide Building Society
AXA

www rokgroup com
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Insurance repairs

About two thirds {over £55m) of our fast growing respense maintenance
business is the result of working for our major Insurance customers -
Zurich, RSA and Lloyds T5B The acquistion dunng 2007 of Aquilo
Inspection and Reinstatement Services (AIRS) has provided us with the
opportunity to extend this market considerably during 2008 and beyond
AIRS provides us with the processes and systems to develop our own
claims management service to complement the repairs service provided by
our locally based, directly employed technicians This new approach will be
rolled out gradually during 2008 The acquisition also brought us business
leaders with many years of expertise and knowledge of the sector

Customer feedback

Qur key measure of success for the day to day delivery of our services 1s
customer satisfaction We seek feedback on a regular basis, both formally
and informally, and venfy this information once a year through a large scale
customer satisfaction survey

Local Rok teams ask for structured feedback on thesr performance from
their customers, face 1o face, every three manths on longer term building
projects For maintenance, our technicians hand out customer satisiaction
cards to the householder or proprietor Monthly feedback from these two
sources contributes to the Customer KPi

Our annual customer survey gives us a more quantitative and objective
overview of custormer perceptions and performance trends In 2007 we
achieved our highest ever customer delight index score of 71% (a measure
of satisfaction weighted for importance of key service elements to the
customer) This reflected a concerted focus on customer service from
teams across the business over the past three years The box on page 28
prowides a few more details

Community engagement

A cornerstone of Rok's iInvalverent 1n the local communities 1t serves Is
the Community Challenge A third of our employees tcok part in one of
these or a chanty event last year Typically, we invite organisations to put
forward schemes where volunteer help and Reks project management
could improve facilives used by the public We have upgraded church halls,
communal gardens and youth clubs among the most recent schemes
According to the offices that have completed these exercises, they give a
uruque nsight INto the needs and priormies of neighbourhoods In some
cases they have led to full tme jobs for volunteers and further work
opportunities for the business Those who have given up therr tme gan a
closer connection with the people they have helped and a real satisfaction
in what has been achieved As an example of the long term benefits they
can bring, a2 partnership with a hostel for homeless men in Plymouth led
not only to the residents rebullding their own accommodation but to the
men learning skills that could prepare them for employment.

Rok encourages people to take postions of responsibility in the
commurnity and gives everyone the opportunity of an extra day off for
voluntary work. Dunng 2007 four Rok offices receved local recognrion
In business awards for contributions to the community

www rokgroup com
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We design our businesses
for the highest margin

OUR STRATEGY

Leaders in our Company are resultung in better overall efficiencies and reduced costs
rewarded for their success in performance and opportunities  through naticnal economies of
developing profitable area for busmess scale Our supply chain team has
businesses which conform to our introduced UK wide materials
business model This requires a Another means of increasing deals giving us and our

balanced business mix Because a  margin 1s to sub-contract less of  customers better prices Our
number of our acquired our work This not only allows us Information Systems team
businesses tradiuonally relied on  to retain a greater share of the  provides an efficient

larger scale contracung work, profit but also improves quality,  infrastructure for processes and
they have had to balance this leading to more business In communication channels across
with smaller scale building and partcular we are looking at 59 offices, 800 sites and a mobile
maintenance activities These bringing plumbing, heating and workforce Qur national service
have intrinsically higher margins  electrical trades in house centre deals cost effecuvely with
and are less prone to shifts i all our back office processes,
the economic cycle They are In addition to this local focus on  from invoices to payroll and
based on longer term customer  improving margn, our central customer support

and supply chain relationships, teams are able to bring

How we measure success
2007 delivery

> KPIs introduced and leaders incenuvised to m
dehver OPERATING PROFIT MARGIN
> Individual business plans, aligned to strategy. Target 5%

in place for every office
P i 2006 3 7%

> Improved busmness reporung O
> Longer term supplier relauonships 2007 , 3 6 /
> Back office processes consolidated into a ' L] O

national service centre

2008 and beyond

> Develop in-house plumbing, heaung and

electrical services to increase margin through CASH
direct delivery Target PROFIT IN CASH
> Conunue to improve processes and productvity 2006 168%

to drive the efficient growth of our

maintenance business O
> Strengthen approved sub-contractor .
relavonships . O

> Develop strategic information systems plan to
support future business growth

Www rokgroup com
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QUR STRATEGY IN ACTION

Opumising business mix

During 2007 each of our local businesses developed a three year strategic
alignment plan charung the steps required to create a balanced business
mix between new build, planned repairs and refurbishment and response
maintenance Our bigger businesses, which have the relevant capabilities,
will also include larger scale construction projects but even here we limit
the gross profit expectanon from these schemes to one third of total
profits, the remaining two thirds coming from the planned repairs and
refurbishment and the response maintenance business streams Progress
against this plan I1s monrtored and reviewed regularly

Mirimising business risk

Our business mix targets are also designed to reduce the nisk profile of
projects Cost and profit vanizbility on smaller bullding, refurbishment and
response mantence projects 1s much lower than on larger scale
construction projects The chart on page 32 shows the focus on smaller
scale bullding projects writh the average project value {excluding response
maintenance) being £500,000

The Rok Way, clearly identifies for our teams how to reduce project risk
through a senes of simple steps These are

* Meeting and getting to know our customers and identifying their
expectations before the bid and pricing process commences

* Avoiding risky projects by limring the size and complexity of jobs to
the skills of our local branches

* Location is key; our branches understand and focus on therr local
markets

* Evaluatng safety before we price a project to ensure that our people
and the public can be kept safe at all times

* Finishing on time by focusing on the importance of upfront planning
and programming to optiruse productivity Every scheme has its own
specific plan agreed by the customer, desigrners and supply chan to
ensure delivery 1s met.

% Fair and clearly understood contract terms and condrtions for all
* Focus on schemes where price 1s not the only driver, working with
customers who want us to use our skills to benefit all those involved

and to add value for their own customers and their own businesses

* No bad debts, aways ensure customers and suppliers can meet therr
commrments

% Strict guidelines rigorously applied to give prudent and realistc revenue
and profit reporting on projects

* Swiftly identifing and addressing problems and i1ssues as they anse
Problems give us an opportunity to use our skills to resolve them

* Relentless communication with the customer delivery team, suppliers
and sub-contractors before dunng and after the project completes

* When we finish we don't turn off the lights, hand the keys over and

walk away We stay with the butlding and customer offering
maintenance and aftercare services

www roKgroup com

uidrew 1sayiy
MDIADL SsBLISNG

MBIAIBAD

MIIADI [EIDURUILY

DIUBUIDACD)

$IUDLUIIEIS [EIDUEBLILY

sJ3pjoyadJeys



32 Rok ple annual report 07

New build trends
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THE POWER OF
OUR BUSINESS
MODEL LIES IN
THE FACT THAT
OUR LOCALLY
MANAGED
BUILDING
BUSINESSES CAN
LEVERAGE THE
EFFICIENCIES AND
ECONOMIES OF
SCALE PROVIDED
BY A SINGLE
BRAND.
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* Locally, our area leaders and their teams form lasung relationships
with our customers and supply chain Our national customers have
dedicated key account managers

Increasing direct delivery

Most bulding businesses rely heavily on sub-contraciors This is a legacy of
the traditonally poor terms and condruions for front line employees in our
industry Today's emvaronment 1s different. Despite current economic
uncertainty, the construciion market 15 stll growing in the majority of its
sectors and skills shortages are acute and are likely to remain so The most
successful and profitable businesses will be those which attract people with
the best skills and attitudes, who in turn can add most value for customers
Just as importantly, direct delivery means that margn 1s retained which
would otherwise be lost through sub-contractors taking profit from the
project

Rek has paved the way in the ndustry by offering equal terms and
conditions to its front line workforce We can measure through our People
and Custormer Surveys that this results 1n higher levels of employee and
customer satisfaction, adding value to the business through reduced
employee turnover and higher levels of repeat business During 2007 we
have added almost |00C techricians to our payroll and they now make up
54% of our employees

| have already outlined on page 8 how the development of an in-house
plumbing, heating and electrical service will form an important part of this
strategy over the next few years Currently this service which commands
relatively high profit margins of about 6% and represents about 20 - 25%
of the value of all bulding projects, 1s 90% sub-contracted It 1s also the
cause of a significant proportion of project delays and loss of productivity
This presents an excrting opportunity to retain profit margin and enhance
value and service for our customers

As we develop this strategy, we are acutely aware that we must create the
flexability to adapt to changing economic and market condrtions and our
objectve Is to resource for the trough in workload rather than the peak
As a result, long term relationships with high quality, established sub-
contractors will continue to be part of our strategy

Leveraging national economies of scale

The power of our business model hes in the fact that our locally managed
and empowered individual building businesses can leverage the efficiencies
and economies of scale prowided by a single brand, a consistent set of best
practice processes, the buying power of a £/bn business and a national
infrastructure for back office actvities such as information systems, finance
processing and insurance We use a carefully selected and Imrted mix of
focal and national suppliers, working with companies who share our values
and on which we can always rely to service our needs In return we help
to tran and develop their workforce, provide fair terms, pay on time and
keep our promises Many of these relatonships have developed over a
number of years as we have been able to share our success with our
partners
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We are
family

OUR STRATEGY

We know there 1s a hugh demand
for locally sourced, refiable building
and maintenance services all over
the UK In the towns and cities
where we have Rok offices, we are
steadily increasing our share of this
waork through organic growth by
improving our ability to deliver
these services Using our own
directly employed wrades people to
ensure the highest standards of
delivery As well as growing
ernployment and profitability from
existing offices, we aim to open
new offices as we win long term
framework contracts in new areas
These provide platforms for

Srowin

establishing a business in these
cornmunities and for winning
further work

Where we do not yet have a
presence, we are actively looking
for companies to acquire Some
50,000 small building firms
currently operate In our target
market, which 1s worth around
£42bn a year, so there are
excellent opportunities for
consolidation ¥What we look for
are companies with a strong

reputation for delivery and quality
of service in therr communities and

who recognise the advantages of

2007 delivery

the

being part of a larger, more
successful organisaton

Qur search for such businesses
also recognises a desire to
populate some of the parts of the
UK where we are not currently
represented We are also locking
for businesses with a strong bias
towards key trades or expertse
where we are sub-contracting
more of our work than we would
wish

How we measure success

> Opened five new offices OUR OB]ECTWE
0% growth in operating profits

from acquisitions

> Acquired seven new businesses

> Strengthened presence in Central England

> Acquired a business to improve services to

the Insurance sector Operating profit growth from

acquisitions each year (%)

> Added plumbing, heating and electrical
services to In-house capabihty

> Successfully integrated acquisitons

2008 and beyond

> |ntegrate remainder of 2007 acquisitons

> Acquire companies in regions where we are 2004 2005 2006 2007

not represented

> Acquire more companies with trades sull
under represented

> Conunue to use framework contracts as a
platform for establishing new offices

www rokgroup com
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QUR STRATEGY IN ACTION

Organic growth to expand geographic coverage

We rarely set up new offices from a standing start as experience has
demonstrated that it can take several years to create a profitable business
However, our success in winning long term framework contracts, usualty
focused on new build or refurbishment work, has enabled us to use these
as a base to open new offices In Macclesfield, Newcastle North, Harlow,
Lendon Bermondsey and Bristol North in 2007 This strategy ensures that
these offices are profitable from the start and can use the reputation from
Tthe existung contracts to win more work. The next stage of development
of these offices 1s to expand, often by establishing a response maintenance
team

Acquiring businesses to expand geographical coverage

SOL Construction, acquired in May 2007 with its substantial presence 1n
Warwick and Nottingham, complemented Rok’s operations in Birmingham
and Stafford, plugging a gap between Rok's tradiional heartland of the
South and rits newer offices 1n the North SOL had been trading across the
Midlands for 40 years retaining an enviable customer base and sound
reputation Similarly, the purchase in September of S Harmison
Construction, with its 55 years of experience in Yorkshire enhanced our
capabilities in the county adding construction to our growing refurbishment
and maintenance streams

Acquiring businesses to support increased direct delivery

The decision to sub-contract a lower proportion of plumbing, heating and
electrical trades has led us to look for companies with proven strengths In
these areas using the valuable expenence we gained with the acquistion in
20056 of Corne, a successful plumbing, heating and electrical business
attached to Tulloch Construction in Scotland

When we sub-contract work, not enly do we lose the direct relationship
with the recipient of that service but we also lose some of our profit This
i1s particularly true of trades, such as plumbing and electrical services, which
command a higher margin Bringing these trades in house as further
services offered by Rok The Nation's Local Bulder, will enhance our
capability, reputation and profitability

This rationale was behind the deciston to buy EMB Services in

Yarkshire at the beginming of 2007, where Rok's Wakefield office has an
agreement with Rotherham City Council to help bring its rented
properties up 1o the Decent Homes standard One of s sub-contractors
was EMB which had grown rapidly in the three years it had been operating
and was regarded as a well run, successful business

Similarly Avonside Services Group was acquired in October 2007, and
operated from four offices in the North of England and Scotland The vast
majority of Avonside’s work 15 delivered through ts own people with 350
of them being registered trades people

The acquisttion of Aquilo Inspection & Reinstatement Services (AIRS) was
motivated by the desire to improve our claims management service to
Insurance customers using mdustry leading technotogy (See page 29)

Integrating new teams

Central to Rok's philosophy of growing the family 1s that new businesses
are bought wrth the management remaining in place and employees
retaining their roles wherever possible In contrast to the more typical
modei where companies swallow competition, buy up contracts and lay off
people, Rok has acquired businesses because of the people n them This
policy requires a careful and considered integration process, an
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59 local offices
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BUILGING AND
MAINTENANCE
Aberdeen

Ayr

Birmingham Central
Birmingham East
Bolton

Bnghton

Bnistol North
Bristol

Chester

Crawley
Eastbourne
Edinburgh

Elgin

Exeter

Fort Willam
Gatwick

Glasgow Central
Glasgow North East
Grimsby

Harlow

Inverness

Laverpool

Londen Bermondsey
London Dartford

KEY

Londen Hackney
London Heathrow
Macclesfield
Manchester
Mitton Keynes
Newacastle North
Neweaste South
Notungham
Onxdord
Plymouth

Poole

Preston

Reading
Rotherham
Solent

Seafford

Surhng

Taunton
Teesside

Thurso

Torquay

Truro

Wakefield
Warwick

Yeovl

York

H  Bullding and mantenance

I Plumbing, heaung and electncal

l Development

PLUMBING HEATING

AND ELECTRICAL
Bullingham
Cotungham
Dundee
Elgin

Fort Willlam
Glasgow
Inverness
Leigh
Rotherham
Thurss

DEVELOPMENT
Exeter
Manchester
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HAVING
ACQUIRED
RESPECTED
BUSINESSES IT
MAKES NO SENSE
TO DISMANTLE
THEM AND YET
SOME CHANGE IS
INEVITABLE IF
ROK'S SERVICE IS
TO FEEL THE
SAME FROM
THURSO TO
TRURQO.
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area 10 which Rok has directed more energy and resource this year
acknowledging its importance to successful growth

Every acquisition 1s different and 1t 1s essential to understand as much as
we can about a new company before we change anything Having acquired
respected businesses it makes no sense to dismantle them and yet some
change 1s newitable If Rok’s service Is to feel the same from Thurso to
Truro We have found the process 1s smoother If pecple in the acquired
business embrace the integration process rather than having a new regime
thrust upon them Our preferred route 15 for our integration team to work
with the leadership of the new business on a planned tmetable that surts
that new company's employees, arncumstances and customers Our aim is
that within two years every acquired business should took and feel ike Rok
but the actual tme taken to integrate can depend on a number of factors

The biggest difference companies new to Rok notice 1s a cultural one
Most businesses In our sector, especially the smaller firms, have a more
autocratic and hierarchical approach with cne or two people taking all the
decisions Our style is to encourage people to work in a team and take
responsibility for their own actions as we believe they perform better In
particular, we believe those with the ability to really influence our service
and our customers' perception of 1t, should be the people delivering .
Ancther area where the contrast 1s marked 15 communication Rok
endeavours to hear all voices through annual surveys, discussion forums,
team meetings and employee representatives This approach cannct be
introduced overnight.

When Rok acquired Tulloch Construction in 2006, it was our single biggest
acquisiion to date and involved almost 900 people who needed to feel
they had a secure future in 2 new arganisation Clearly a major task,
integration could not be rushed but 1s now In ris final stages We have
dropped the Tulloch name and people are being transferred to Rok’s terms
and conditiens of employment which are being explained on a one to ohe
basis A programme called Rok Together i1s being run for groups of around
50 people at & tme familiansing them with Rok's values and ambitions
Feedback from these sessions has been encouraging

Our measure for the success of our acquisiion integration 1s our ability to
retain employees and on that score we are well above the industry
average

Acquisition funding

QOur policy 1s to fund the cost of acquisitions through a mixture of cash
and the issue of new shares We will re-direct the investment previously
made in commercal property develepment to acquisitive growth in our
building and mantenance businesses where the fragmented nature of the
market gives us numerous opportuniies
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2008

LOOKING FORWARD TO
2008 AND BEYOND

A succession of record breaking financial performances
has demonstrated that our Success Formula 1s working
and we are confident it will steer us towards our goal of
supplying an ever increasing proportion of local building
and maintenance services across the country. Whatever
uncertainties face the wider UK economy and the
construction sector in particular during 2008, we can be
sure that the communities in which we base ourselves
will continue to need trusted builders on hand to
improve and repair the properties in which they live,
work and relax.We also know we are in a strong
position to meet these demands having positioned
ourselves uniquely as the only large scale national
company offering small scale bullding and repair services
through its own directly employed, skilled trades people.
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LOOKING FORWARD

It 1s the people at Rok, with their energy and commitment, who have
built cur success and thetr interests remain a prority Ensuring that they,
as well as our sub-contractors and the publc, stay safe and well every
day requires constant focus and will be top of our agenda to ensure we
achieve our long term target of an accident frequency rate of zero

We have strengthened our leadership team to support the scaling up of
our business in 2008 and we will step up the recruitment and training
of technicians to increase the amount of work done directly by our
own trades people In particular; we will be expanding our plumbing,
heating and electrical services because of the advantages for our
customers in terms of relability and value for money

Rok will endeavour to continue to set the pace In socal housing and we
will use our expertise 1o secure more long term framework agreements
both In this sector and in education, where our services are becoming
increasingly sought after Our market-leading position In insurance
repairs will be further enhanced 1n 2008 through a new claims
management service

The remarkable growth of the Company will be sustained organically, as
we create new local businesses on the strength of our actvities on
behalf of framework partners We will also grow through acquisiion,
where we will lock for businesses with a good local reputation
operating in areas or disciplines where we are currently under
represented

As a responsible business, we are aware of the environmental
imphcations of its activities and eager to make a positive Impact where
we can Our immediate focus will be on improving waste management
and on measuring and minimising our carben footprint

Whilst we foresee economic conditions in the coming year adversely
affecting the demand for large caprtal projects. principally in the private
sector, we believe the need for repar, maintenance and improvement
services will be greater as orgarisations make do and mend' rather than
replace or move It 1s i just such conditions that Rok's Nation's Local
Bullder strategy should thrive We are also helped by the fact that much
of this work Is already secured through long-standing arrangements with
housing providers, local authorties or insurers

The UK construction, bullding and maintenance sector remains highly
fragmented with, i1 15 estimated, some 50,000 suppliers We believe the
industry will continue to consolidate over the next few years driven by
increasing regulation, skill shortages, the economies of scale avallable to
major groups and the continuing trend towards outsourcing and
rationalisation of suppliers by major corporates and Government
bodies This economic environment provides a significant opportunity
for us to continue to expand our business model across the UK,
through the selective acquisiion of businesses that are committed to
our local bullder strategy

All of these factors give us confidence to believe that 2008 should be
another year of good progress for the Group

Garvis Snook

Chief Executive
6 March 2008
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Financial review

Ashley Marun
Finance Director
Results summary 2007 2006 Change
Revenue £950 Im £689 3m +38%
Operating profit £307m £229m +34%
Profit before tax £283m £200m +42%
Earnings per share - basic 11 5p S4p +21%
Earnings per share - adjusted 130p 105p +24%
Dividend per share 34p 28p +21%
Operating cash flow before tax £337m £39 Im -14%
Net (debt)/cash {£5 3m) £1l6m
Organic growth (%) Compound annual growth (%) Pre-tax profit mix (%)
W New build 200! o 2007 Il New build
I Planned repairs and refurbishment Il Planned repairs and refurbishment
[ Response maintenance Il Response maintenance
[l Developmant 40 4 I Developmen:
30
M
- 23 3]
EX|
. 4
3 32 Bt #%
17 g FE Em g% “
2 53 5%
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OVERVIEW

Financally, the Group has had another successful year with
revenues, profits and earnings per share all reaching new
records These results were driven by a very strong
performance from both our planned repairs and
refurbishment and response maintenance businesses with like
for ke growth of 30% and 24% respectively We also achieved
an increase in our core building and mantenance adjusted
operating margins to 3 5% through expansion of our self
delivery capability and by harnessing ecomomies of scale,
taking us closer to our long term operating margins target of
5% Acquistions also contributed strongly to the 2007 result,
together with the full year impact of the Tulloch acquisition
from 2006 The Development division's results, however, were
affected by the downturn in the wider commercial property
market In the autumn, resulting N a dechne In its overalt
profitability

2007 was the seventh consecutive year of record results since
the strategy of creating a naticnal business of local builders
was conceved In that tme both revenues and profits have
grown by a compound annual rate of 40% proving that our
strategy 1s working well

As we look to the future, the potential to continue to grow
both organically and by acquisition 15 significant The Group 15
well funded, with a strong balance sheet and cash generating
capability and accordingly 15 in a strong position to deliver on
s vision of being recognised across the UK as The Nation's
Local Bulder

Segment results

Revenues
2007 2006 change
m £m %
New build 5261 3420 +54
Planned repars and refurbishment 2549 1912 +33
Response maintenance 937 64 6 +45
Total building and maintenance 8747 5978 +46
Development 754 915 -17
9501 6893 +38
Profic
2007 2006  change
£m £m %
New build 101 51 +98
Planned repairs and refurbishment 150 106 +42
Response maintenance 57 28 +104
Total building and mairtenance 308 185 +66
Development 74 28 -24
Group acivities @“n [E19)]
Intangible asset charges (34) (13)
Operating profit 307 229 +34
Finance charges (24) (29) -17
Profit before tax 283 200 +42

Total bulding and mantenance revenues of £874 7m were
46% higher with Iike for ke growth of 12% Overall bulding
and mantenance profits increased by 66% to £30 8m with
operating margins increasing to 3 5% from 3 1% due to a
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combination of higher margins from recently acquired
businesses and economies of scale as the fixed cost element
of our businesses are spread over an increased revenue base
The continuing drive 1o undertake more self delivery wath our
own techmaians 1s alse ading the growth In operating margins

New build revenues, mainly representing construction
activities, grew 54% to £526 Im, with like for like growth of
4% reflecting the continuing focus of our businesses to achieve
a more balanced portfolio of projects between new build,
planned repairs and refurbishment and response maintenance
in ine with our business mode! Operating margins rose 0 4%
points to | 9% driven by the full year impact of the Tulloch
acquisiton 1n 2006 and the 2007 acquisitions of SOL
Constructon, Avonside Serwvices Group and S Harrison
Construction, where currently most activity (s in the new build
sector Our growing proportions of frameworks for social
housing and education also underpinned the growth in
margins as we continued to focus our businesses away from
higher nsk construction activity

Planned repairs and refurbishment revenues, where we largely
work m occupied premises, rose 33% to £2549m with like for
like growth of 30% as the benefits of last year's framework
awards came on stream Operaung profits increased 42% to
£150m with margins increasing 04% pornts to 5 9% as project
efficiencies were harnessed largely in social housing
refurbishment under the Decent Homes programme

Response maintenance revenues, where we undertake urgent
reparrs, grew by 45% to £93 7m with ke for like growth of
24% Additional volume was generated by our national
nsurance customers, part of which arose from the flooding in
Yorkshire and the Severn valley last summer Operating profits
were up sigrificantly (+104%) with margins increasing | 8%
points 10 6 1% as more of our branches achieved their
volume targets, with improved technician productivity levels
and a strong contrel on cost growth

The Development dmston’s revenues fell 17% to £75 4m and
profits by 24% to £7 4m as the weakness In the commercial
property sector resulted in institutional investors withdrawing
temporarily from the market in the last quarter as the credit
squeeze began to take effect With the market softening and
the resuftant decrease in anticipated return on capital, we will
continue to reduce our exposure to this sector from its
current 12% of pre-tax profits as we see better and more
predictable returns elsewhere The cash released will be used
to fund acquisiions in our bullding and maintenance
operations

Financing costs and working capital

Financing costs fell 17% to £2 4m reflecting the reduction
duning the year in average net debt, together with lower
charges in respect of the financing of the defieits in the defined
benefit pension schemes Interest costs of £20m were 17
times covered by adjusted operating profits, highlighting the
Group’s capacity to increase borrowing to continue to fund its
future acquistion programme
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The financing profiles of each of our businesses are highly
complementary Qur new bulld construction acuviues tend to
be cash positive as payments from customers normally
precede the settlement of sub-contractors and suppliers As
revenue grows more cash Is generated Planned repairs and
refurbishment are broadly cash neutral Response mainierance
is shghtly cash absorptive as our direct labour force 1s pad
weekly or monthly in advance of national customers settling
their monthly accounts We have used the net cash from our
construction activines, together with bank borrowing, to fund
development activity through the acguisition of land and the
development of bulldings prior to a sale

Business mix
Taking into account the financing income and costs of each of
our activities, the pre-tax profit mix 15 shown on page 40

Intangible asset charges

Intangible asset charges increased from £1 3m to £34m This
reflects the amortisation on brands and customer relatienships
associated with the Tulloeh and SOL acquisitions and the
recording of an impairment charge of £07m in respect of the
Development division reflecting the reduced profitability
expected going forward A further £39m of goodwill remains
in respect of the Development dmsion which will be wrrtten
off in 2008 and 200% commensurate with the planned
reduction In development activity

Taxation

The tax charge for the year of £8 6m represents an effective
rate of 30 5% (2006 29 0%) This increase 1s primanly due to
the goodwill impairment not being tax deductible

Earnings per share

The earmings per share figure adjusted for intangble asset
charges and the 2006 one off tems increased by 24% to
130p and also by 24% to 12 7p on a diluied basis The
weighted average shares In issue during the year was 171 4m
(2006 149 7m) and 175 6m (2006 154 Om) allowing for the
dilutive effect of share options

Dvidends

Followsng our policy of iIncreasing dvidends broadly in ine
with EPS growth, the Board 1s recommending a final dividend
for the year of 2 35p per share resulting n a total dwdend for
the year of 340p, an increase of 21% on 2006 If approved,
the final dwvidend will be paid on 9 May 2008 to shareholders
on the register at 4 April 2008 The dwidend 1s 3 4 times
covered by earnings

Cash flow and net debt

The Group generated cash from cperations before tax
payments of £337m (2006 £39 Im) which represents a profit
to cash conversion of 109% before deducting pension scheme
contnbutions Net capital expenditure of £7 7m reflects the
continuing programme of office moderrisatons together with
further upgrades to our IT capability and the replacement of
owned plant. Investment In joint ventures of £3 3m reflects
the shift in development activity to more jointly funded
projects as we decrease our own funds invested in this actmvity
Outflows for acquisitions totalled £23 Om, together with a
further £2 1m of debt acquired The Group also spent £3 5m
acquiring its own shares for the purpose of satisfying awards
under the Group's share based incentive plans

Net debt at 3| December was £5 3m (2006 net cash of

£11 ém) reflecting principally the outflow for acquisiion
funding The year end debt/cash position however 1s not
representative of the underlying borrowing needs of the
business which 1s significantly affected by the uning of receipts
from customers and paymenits to supplers This 1s better
represented by the dally average net debt which duning 2007
was £24 2m, down from £300m in 2006

Acquisitions
The Group completed seven acquisitions dunng the year as
part of extending both geographic and sector coverage

In May the Group acquired SOL Construction, a construction
and maintenance business operatng from Nottingham and
Warwick, for a total consideration of £21 Om satisfied as to
£170m in cash and the balance by the 1ssue of | 872m Rok

Cash inflows and outflows
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shares £2 0m of the cash consideration 15 deferred dependent
on the performance of SOL for the period to 31 March 2008
SOL had free cash at acquistion of £7 0m

In September, S Harnson Construction, a construction
business operating in Yorkshire was acquired for a total
consideration of £4 8m, of which £4 Om was satfied 1n cash
and the balance by the issue of 0 36m Rok shares S Harrison
had £1 6m of free cash at the acquisiton date Alse In
September the Group purchased the trade and certain assets
of Aquilo Inspection and Reinstatement Serwvices, an insurance
claims management business for a cash consideration of
£22m

Avonside Services Group, 2 major provider of plumbing
heating and electrical services joined the Group In October
for a total consideration of £162m, comprising £11 6m in
cash and the 1ssue of 2435m Rok shares Rok also assumed
£1 9m of debt in the Avonside business at acquisition

The Group also acquired the trade and assets of three other
smaller businesses in Aberdeen, Ayr and Rotherham

Treasury policies and banking facihties

Treasury activities are managed by the Group finance team,
which 1s responsible for optimisation of short term hiquidry,
long term funding requirements, monitoring and management
of interest rate nsk and development of the Group's banking
relationships The Group's Iquidity policy 1s to ensure that 1t
has sufficient funding 1n place to meet the growth antcipated
from the annual budget and its three year strategic plan,
excluding acquisition activity The Board aims to maintain
committed facilives of 125% of maximum expected
borrowings

At the year end the Group had total bank facilities of £60 0m
split as follows

Unsecured 3 year revolving credit

facility expinng October 2010 £45 0m
Unsecured 364 day committed working
caprtal faclity expiring September 2008 £15Cm
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At the year end the Group had drawn £54 8m on its bank
facilities, offset by £43 Om of cash Undrawn bank facilites
together with avalable cash totalled £48 2m The peak
borrowing during the year was £54 8m

Since the year end the Group has increased its bank faclites
by a further £20 Om 10 order to fund smaller acquissions and
for general working caprtal purposes

The revolving credn facility, under which interest 1s charged at
between 90 and | 125 basis points over base rate, 1s spiit
between two principal banks and 15 extended each year under
an evergreen’ option following a review with the banks
concerned The facility 1s subject to three covenants tested
guarterly and which have been met duning the year

Net debt to EBITDA
Interest cover
Net assets

{maximum of 3x)
{rminimum of 3 5x)
(muintmum of £55m)

The Board has set a mimimum level of interest cover of five
times All borrowings are at floating rates A 1% change 1n
interest rates would have an )mpact of approximately £04m
on reported profits

Pension habilities

The Group has three defined benefit pension schemes all of
which are closed to new members and to future service
accrual The gross pension defiats of the schemes at 31
December 2007 as measured under IAS 19 was £110m,
down from £21 5m at the end of the previous year This
reduction Is due to the strong performance of the equity
markets in 2007 together with an increase in bond yields,
reducing the discounted value of iabilities to pensioners under
the schemes The Group has agreed 1o clear the scheme
deficts by 2013 and in agreement with the Trustees 1s
contributing cash sums of £3 4m a year from 2008 onwards in
respect of this commitment

Ashley Marun
Finance Director
6 March 2008
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BOARD COMMITTEES

Audit Committee

Chris Balley (Chairman)
Gilhan Camm
fan Ellis

Nomination Committee

Stephen Pettt (Chauman)
Chnis Balley

Gillian Carmm

lan Elis

Remuneranon Committee

Gilan Camm (Chairman)
Chris Balley
lan Els

REGISTERED OFFICE
Rok plc

Rok Centre

Guardian Road

Exeter Business Park
Exeter EX! 3PD

Tel 01392 354000 Fax 01392 354001

Company Number 358466
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| Ashley Marun

Finance Director (49)

loined the Board as Finance Director in 2003 A Chartered
Accountant, Ashley was previously Finance Director of media services
company, Tempus Group plc He 1s head of the finance team and plays
a key role in the Company's investor relations and acquisitions

2 Garwis Snook

Chief Execuuve (35)

Apponted as Chief Executive in 2000, Garvis was previously 2
regional managing director of Morgan Sindall ple Garwis leads the Plc
Executive team and provides the wisionary leadership which has
underpinred the Company’s success

3 Chris Balley

Independent Director (62}

Appointed as a non-executive director in March 2005 Chris is 2
Chartered Accountant and was previously Finance Director of
Aggregate Industries plc He 1s Chairman of the Audit Committee and
a director of Ultra Electronics Holdings plc

4 lan Elhs

Independent Director (52}

Appointed as a non-executive director n February 2006 A Chartered
Surveyor lan 1s an executive director of Land Securtties Group plc and
Chief Executive of Land Securtties Trilum, the UKs leading property
outsourcing company

5 Stephen Petut

Chairman (56)

Appointed as 2 non-executive director in January 2005 and became
Charman in April 2005 Stephen 15 a director of National Grid Ple and
Halma Plc His key responsioility 1s to chair the Board and to ensure it
operates effectively He also chars the Nomination Committee

6 Julan Turnbull

Company Secretary (57)

Appointed as Company Secretary in 1990 A Chartered Secretary,
Julian has over 30 years construction industry experience and Is
responsible for providing legat and administrative serwices across the
Company

7 Sue Moore

Strategic Development Director (49)

Appointed as a Director in 2004 Sue worked formerty for Unilever
and British Airways where she was Head of Brands Her responsi-
bilties include customer and brand strategy communications and
business strategy

8 John Samuel

Operations Director (55)

Appointed as Operations Director in October 2005 John 1s an
expenenced construction professional who worked previously for
Balfour Beatty for 23 years He 1s responsible for the Company's
bullding and maintenance operations

9 Gilhan Camm

Senior Independent Director (48)

Joned the Board as a non-executve director in 2002 and became
senior independent director in February 2006 Gillran s also a
member of the General Medica! Council where she 1s Chair of Fitness
to Pracuse She s Charman of the Remunerauon Committee

www rokgroup com
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Corporate

sovernance

COMBINED CODE

The Board continues to be committed to conductng the
Group's operations in accordance with the best principles of
corporate governance

This report describes how the Board has addressed the
prowvisions of the Combined Code on Corporate Governance
which was updated by the Financial Reporting Councal in June
2006 (the Combined Code) The Board is satisfied that the
Company has complied with the Combined Code throughout
the year to 3| December 2007, except that Dawid Sutherland,
who was not regarded as independent, served as 2 member
of the Audit Committee unti! his resignation on 31 December
2007

www rokgroup com

THE BOARD

Responsibilities

The Board 1s responsible for the overall direction and
management of the Group The Board’s main roles are to
create shareholder value, to approve the Group’s strategic
objectives and to ensure necessary financial and other
resources are made avallable to enable these objectives to be
met. The Board has a schedule of matters reserved for 1is
approval, which it reviews and agrees annually

Specific responsibilities reserved for the Board include
% settng Group strategy and long term objectives,
% approving business plans and annual budgets,

% approving the extension of the Group's actvities into new
business or geographical areas, including any acquisitions,

% overseeing the Group's operations,

* ensuring the maintenance of a sound system of internal
control, risk management and corporate governance,

* approving the annual and interim results and any other
external financial reporung,

* managing stccession planning, Board appointments and
determining remuneration policy for directors and senior
executives (via the Nomnation Committee and the
Remuneration Committee),

* approving changes relating to the Company's share capital,

* approving the Group's policies In relation to, inter zlia, the
environment, heakh and safety and code of conduct/values

The names of the directars currently in office, together with
their biographical details, are set out on pages 45 Dawid
Sutherland resigned as a non-executive director on 31
December 2007




Charman and Chief Execuuve

The dwision of responsibiliies between the Chairman and the
Chief Executive is clearty defined and 1s approved by the
Board in December each year The Chairman's principal
responsibilities are to chair the board and shareholder
meetings and to ensure the effective running of the Board The
Chief Executive’s principal responsibility 15 leading the
executive team in the day to day running of the Group's
business The Chairman and Chief Executive meet regularly
between Board meetings

Board balance and independence

The Board currently comprises four executive and four non-
executive directors The Board has appointed Gilian Camm as
Senior Independent Direcior and also considers Chns Baley
and {an Ellis to be independent in character and judgement.
The Board considers that the Chairman, Stephen Petuit, on his
appointment in April 2005 met the independence critena set
out in the Cormbined Code

Information

The Board meets regularly, approximately every menth, with
addiional meetngs being held when circumstances and urgent
business dictate Regular reports and papers are arculated io
all directors in & timely manner in advance of Board and
Committee meetings, which Include management accounts
and reports from senor executives The Board holds a
number of its meetings at different Rok offices at which it
receives presentations from local business teams to help
Board members gain a deeper understanding of the business

On appointment, new directors take part n a talored
induction prograrmme where they wisit key business locations,
meet operational and functional leaders and other senior
executives and receive Information about the Group and the
role of the Board

The directors are able to take independent professional
advice, If necessary at the Company's expense, In furtherance
of their dubies
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Performance evaluation

The Board has established a formal and wvigorous process for
the evaluation of its performance, ts Committees and
indwdual directors, including the Chairman In 2007 this was
undertaken by way of questionnaires, the resulis of which
were collated independently to ensure confidentiality The
Board/Committee evaluation results were presented to the
Board and to the respective Committees and goals agreed for
the following year The evaluation of the performance of
indmdual directors has been fed back to them by the
Chairman, who has recerved feedback on his own
performance from the other directors The Board's objectives
for 2008 are based on findings from the 2007 performance
evaluation process

Appointment and re-elecuon of directors

All directors are subject to election by shareholders at the
first Annual General Meeting after their appointment and to
re-electton thereafter and at intervals of no more than three
years, In accordance with the Company’s Articles of
Association Non-executive directors are appointed for an
intual penod of three years and their performance 1s evaluated
before their term of appointment 1s extended by a further
three year term Non-executive directors who serve longer
than three terms are supject to annual re-election by
shareholders

Stephen Pettrit and John Samuel will be standing for re-election
at the Annual Generai Meeting in May 2008 and details are
contained in the Notice of Annual General Meeting and
accompanying Chairman’s letter sent to shareholders with this
Annual Report.

BOARD COMMITTEES

The Board has deiegated authorty to an Audit Committee, 2
Nomenation Committee and a Remuneration Committee,
further details of which are contained in separate sections
following this staterment. Each of these Committees 15 subject
to the requirements of the Combined Code and has
appropriate written terms of reference, copies of which can
be found on the Company's website The performance of each
Commrtiee has been evaluated in the year, as described
earler

The table below shows the attendance by Directors at Board and Committee meetings durtng the year

Board Audit Committee Remuneration Committee | Nomnation Committee
Stephen Pettit FI/LI 3/3
Gilhan Camm 10/11 34 5/5 33
Garwvis Snook L1711
Chris Bailey 10/11 4/4 4/5 313
fan Elis 10/11 3/4 5/5 3/3
Dawid Suthertand 8/11 3/4 213
Ashley Martn [
Sue Moore (RFEN!
John Samuel I/
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SHAREHOLDER COMMUNICATIONS

The Board gives prionity 1o establishing and maintaining good
relationships wiih all shareholders The Chief Executive and
Finance Director meet regularly with analysts and major
current and potental institutional shareholders to discuss the
Company's strategy, performance and governance The
Charman meets major institutional shareholders at nvestor
presentations and the Charman, Senior Independent Director
and the Company Secretary meet major institutional
shareholders to discuss corporate governance, succession
planning arrangements and executive remuneration 1ssues The
main dialogue with private shareholders occurs at the Annual
General Meeting which 1s held in ApriYMay each year and Is
attended by the full Board, including the Chairmen of the
three Board Committees who are available to answer
shareholders’ questions

Feedback from such meetings, copies of analysts' reports and
other shareholder views received are communicated to the
Board as a whole

The Annual and Interim Repaorts are seen as important
cemmunication tools and other information is released
through the Stock Exchange Shareholders are also sent the
Company's regular in-house newsletter; The Citizen, which
contains news and views from across the Group

There I1s a comprehensive investor relations section on the
Company's website - www rokgroup com - which includes
share price Information, annual and interm reports,
Institutional presentation documents and Stock Exchange
releases

The implementation of the Companies Act 2006 will have
imphcations for the Company's Articles of Assocation in
relation to a number of areas, iIncluding electronic
communtcation to shareholders As the implementation of the
Companies Act 2006 has been delayed, approval for only a
hrted number of changes to the Company's Articles of
Association 1s being sought at the 2008 Annual General
Meeung It 1s likely that more wholesale changes to the
Company's Articles of Association will be sought at the 2009
Annual General Meeting, including changes In relation to
electroric communications to shareholders

The Board continues to actively encourage increased
shareholder voting at the Annual General Meeting and has
introduced a system whereby shareholders can electronically
lodge proxy cards for the meeting and other shareholder
meetings Detalls are contained in the Charrman’s Annual
General Meeting letter and proxy form being sent to
shareholders with the Annual Report.

www rokgroup com

RISK MANAGEMENT PROCESSES

The Board has overall responsibility for the Group's systems of
internal controls and, via the Audit Committee, for reviewing
its effectiveness

The Nation's Local Bullder as a strategy 1s risk adverse by
design, but nsk management 1s embedded throughout Rok.

Every year our local businesses identify their key risks, the
acuons they will take 1o mmigate them and consider the
effectiveness of their internal controls as part of their business
planning process The process 1s monrtored by our regional
and band leadership teams The results are weighted and
aggregated and generate a real bottom up picture of risk
developed by those responsible for mrugaung . The Plc
Executive team follows an identical process giving a top down
view of risks We differentiate between strategic and budget
risks The result 1s an accurate and balanced view of nsk and
effectiveness of internal controls across all our businesses We
review this twice more throughout the year, to identify
changes in the rnisk profile and to ensure actions are being
taken The whole process is facilitated independently by the
Rok Assurance team The mitigating actions are owned by
indvidual members of the Plc Executive team

Summarised below 1s how we see the major risks in 2008

External Technictan Forecasung
navonal recruitment dermand
Maintenance
seale change
External Leadership
regional development
z
Q Economic
'E External down turn
s lacal
a Disaster  Investment
g recovery return
Internal
group
Internal
local
Remote Less Equally Mare Almaost
likety kely as hkely certan
unlhikety
LIKELYHOOQD
KEY TYPE Strategic FINANCIAL £1-2m <£Im
OF IMPACT
RISK Budger

The Board has reviewed the operation and effectiveness of
the internal controls for the year ended 31 December 2007




AUDITOR INDEPENDENCE AND OBJECTIVITY

The Audit Commsttee has established a policy for the
provision of non-audit services by the external audrtors The
nature of any new service to be prowded by the auditors is
reviewed by the Committee to ensure there is no threat to
the auditor's objectvity and to ensure the skills and
expenence of the auditors are surtable for carrying out the
new service

The policy allows the auditors to be engaged without
reference to the Committee on due diligence reviews in
connecuon with acquissions and to provide general taxation
advice, provided their cumulative fees for non-audit services
do not exceed 50% of the audit fee for the current year Fees
for work likely to result in non-audit fees exceeding
cumulatively 50% of the annual audit fee require the specific
prior approval of the Audt Commitiee Details of the
amounts paid to the external auditors duning the year are set
out In Note 3 to the financial statements

GOING CONCERN STATEMENT

The directors are required under the Combined Code to
consider whether or not to adopt the financial statements on
the basis that the Company and the Group are going
concerns

As part of its normal business practice the Group prepares
annual and longer-term plans and, in reviewing tis information
and in particular the 2008 - 2010 three year plan and the
2008 budget, the directors believe that the Company and the
Group have adequate resources for the foreseeable future
Therefore the Company and the Group continue to adopt
the going concern basis in prepaning the financial statements
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are respensible for prepaning the Annual Report
and the Group and parent company financial statements, In
accordance with applicable law and regulations Company law
requires the directors to prepare Group and parent company
financial statements for each financial year

Under that law the directors are required to prepare the
Group financial statements in accordance with [FRSs as
adopted by the EU and have elected to prepare the parent
company financial statements on the same basis

The Group and parent company financial statements are
required by law and IFRSs as adopted by the EU to present
farrly the financial position of the Group and the parent
company and the performance for that period The
Companies Act 1985 provides in relation to such financial
statements that references in the relevant part of that Act 10
financial statements giving a true and far view are references
to their achieving a far presentation

In preparing each of the Group and parent company finanaal
statements, the directors are required to

* select suitable accounung policies and then apply them
consistently;

* make judgments and estimates that are reascnable and
prudent,

* state whether they have been prepared In accordance with
IFRSs as adopted by the EU, and

% prepare the financial statements on the going concern
basis unless 1t 1s Inappropriate to presume that the Group
and the parent company will continue 1n business

The directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time the
financial position of the Group and parent company and
enable them to ensure that its financial statements comply
with the Companies Act 1985 They have general responsibility
for taking such steps as are reasonably open to them to
safeguard the assets of the Group and to prevent and detect
fraud and other irregularies Under applicable law and
regulations, the directors are also responsible for preparing a
Directors’ Report, Remuneration Report and Corporate
Governance Statemment that comply with that law and those
regulations The directors are responsible for the maintenance
and integrity of the corporate and financial information
included on the Company's website Legislation in the UK
governing the preparation and dissemination of financal
statements may differ from legislation in other junsdictions

www rokgroup com
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Audit committee

AUDIT COMMITTEE

During the year, the Audit Committee comprised Chris Baley
(Chairmany), Gillan Camm, lan Elhs and Dawid Sutherland
Dawid Sutherland resigned as a member of the Committee on
31 December 2007 Chris Bailey, formerly Group Finance
Director of FTSE 250 company, Aggregate Industries plc, has
brought recent and relevant financial expenence to the role
The Board considers that all members of the Committee who
served duning the year, other than David Sutherland, were
independent within the defintiion set out in the Combined
Code The Committee meets with executive directors and
other senior management, as well as privately with both the
external audriors and the head of Rok Assurance

The Committee met four times duning the year
The Committee’s terms of reference include the following'

* 1o review the annual and interim financial statements
before submission to the Board,

* to monitor the effectiveness of the Company's internal
controls and nsk management procedures and to review
the statements made in the Annual Report on these
matters,

* to monitor and review the effectiveness of the Rok
Assurance function, which incorporates the internal audit
function,

* to consider and make recommendations to the Board n
relation te the terms of appointment of the external
audrtor, including overseeing a policy to ensure the
independence of the external auditor,

* to review the nature and scope of the audrt, to discuss
with the auditors any 1ssues ansing from the external audit
{(in the absence of management where necessary) and to
review the audrtor's management letter and management's
response

www rokgroup com

Rok 15 committed te mantainng the highest standards of
conduct n all ris activines, both internally and externally

To this end, the Committee alsc reviews the arrangements for
the Group's whistle blowing policy, which has been
communicated to all employees, under which employees are
encouraged to raise in confidence any concerns they may
have In relation to standards of conduct in order for surtable
follow up action to be taken

During the year the Committee's work has included reviewing
the Company's business continutty arrangements and
monitoring business improvements

The Committee’s terms of reference can be found on the
Company's website
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Nomination
committee

NOMINATION COMMITTEE

The Nominaton Comrrittee during the year comprised
Stephen Pettrt (Chairman), Chinis Balley, Gilhan Camm, lan Ellis
and David Sutherland David Sutherland resigned as a member
of the Committee on 31 December 2007 The Board
considers that all members of the Commitiee who served
dunng the year other than Dawvid Sutherland were
Independent within the definition set out in the Combired
Code

The Committee met three times dunng the year
The Committee's terms of reference include the following

* 1o review the structure, size and composition of the Board
and Board Committees,

* to ensure that surtable arangements are in place for
succession planning for directors and other senicr
executives taking account of the future challenges and
opportunities facing the Group,

* 1o make recommendations to the Board on the
appointment of executive and non-executive directors

Rob Olorenshaw, the Group People Director; and Gill Gustar,
the Leadership Development Leader, are internal advisers to
the Committee

The Group 1s highly focused on the development of individuals
throughout the business Commiitee members and other
Board members spend time 1n the business seeing first hand
the work of indmiduals with potental and, where appropnrate,
these indviduals are invited to make presentations at Board
rmeetngs

During the year the Committee's work included overseeing
succession planning for key senior positions

The Committee's terms of reference can be found on the
Company s website

www rokgroup com
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Remuneration repor

Dear Shareholder

The Remuneration Committee
reviews the policy for executive
remuneration each year to ensure
that it remains appropriate 1n the light
of the Company’s strategy and the
evolving views of shareholders

As a result of this year's review, the
Remuneranon Committee has
concluded that the existing policy
remains appropriate but considers
that there should be some changes to
the Long Term Incentive Plan (LTIP)

To date the performance condition
has been structured so that it focuses
executives on the delivery of a level of
total shareholder return (TSR} which
15 significantly above market levels

For 2008, the Committee proposes
that the performance condition
should be split so that TSR should
apply to 50% of the award - the
delivery of superior stockmarket
performance 1s sull a very important
KPl However, the remaining 50% of
the award should be based on the
delivery of stretching earnings per
share growth rargets The Commuittee
believes that a blend of these two
targets will provide a better
assessment of management
performance and value creauon

In addition, a provision will be
included so that executives benefit
from the value of dividends paid on
LTIP awards over the three year
holding peried (paid on vesting to the
extent awards vest) The addition of a

dividend roll-up provision will improve
the alignment of interests between
executives and shareholders These
amendments to the LTIP require
shareholder approval at this year’s
Annual General Meeung (under
Resoluuon 12}

There are no other changes proposed
to the policy for executive
remuneration, which is set out In
detait in the Committee’s report
below

Yours sincerely
Gillan Camm

Chairman of the Remuneration
Committee

This report of the Remuneration Committee has been
prepared in accordance with the Directors’ Remuneration
Report Regulations 2002 and has been approved by the
Board Information refating to direciors’ remuneration and
pensions and their interests in shares, LTIP awards and
deferred bonus awards on pages 57 to 59 has been audited
Shareholder approval of this report wall be sought via &
resolution to be put to shareholders at the Annual General
Meetng

REMUNERATION COMMITTEE

The Remuneration Commitiee I1s responsible for determining
the overall remuneration policy and ndmdual remuneration
packages for the executive directors and other senior
executives

During the year, the Remuneration Committee comprised
Gillian Camm (Chairman), Chrs Balley and lan Ells The

Committee met five tmes dunng the year

The Commirtiee 1s governed by terms of reference approved
by the Board which include the following

* setting and agreeing with the Board the Group's overall
remuneration policy and strategy;

* determining the indmdual remuneration packages for
executive directors and other senior executives,

www rokgroup com

% approving any service contracts terminable on more than
sIXx months’ notice with benefits outside a normal contract
of employment,

* reviewing the design of share ncentive plans and
perfarmance related pay schemes,

% approving awards under the LTIP and deferred bonus
schemes,

* overseeing any maor changes 1o the employee benefit
structure,

% approving any compensation payments to directors and
senior staff leaving the Company

The Commuittee's terms of reference can be found on the
Company's website

The Corrnittee obtained specialist adwice duning the year
from New Bndge Street Consuttants LLE who are
independent remuneration consultants and who provide no
cther services to the Company Rob Olorenshaw, the Group
People Director and Juliar Turnbull, the Company Secretary,
provide advice to the Committee and attend meetings, along
with the Chairman and Chief Executive

The remuneration of non-executive directors 1s determined
by the Group Chairman, the Chief Execuiive and the Finance
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Actual executive directors’
remuneration for the year (%)

Executive directors’ remuneration
for attaining target performance (%)

B Salary

B Salary

[ Pension and benefits

I Pension and benefirs

B Annual bonus

B Annual bonus

Hl Long term

Wl Long term (vested)

36

40 30
42

23

Director and 1s commensurate with therr time commitment
and responsibilities

During the year, the Commuttee’s work included reviewing
long term incentive arrangements for executives and other
key senior employees As a result of this the Committee has
been involved Iin communicatng to a number of the
Company's largest shareholders the proposed changes to the
LTIP scheme

REMUNERATION POLICY

The Committee’s policy on directors’ remuneration, Is
designed to attract and retain directors with the ability,
experience and drive required to manage the Company and
to shape and deliver the strategy approved by the Board
amed at enhancing sharehaolder value

The remuneration policy for senior executives including
executive directors, Is for base salanes to be set at market
competitive levels but for overall remuneration to have the
potential to be in the top quartle for exceptional
performance, by virtue of the executive incentive plans
descnbed in this Report The Committee believes that a
significant proportion of total remuneration should be
performance related so as to align the interests of executives
with those of shareholders Long-ierm incentives in particular
are designed to provide exceptional levels of reward but only
if truly excepticnal levels of performance are delivered

Remuneration packages are strucivred so that, at a target level
of performance, just over half of the total remuneration
potential 1s derived from performance related remuneration
This 15 llustrated in the graph above

This paolicy has been consistently applied and, subject 1o the
proposed changes to the LTIP performance cntena, will apply
10 2008 and subsequent years Within this policy framework,
the remuneration of executive directors compnses the
following elements

Base salary and benefits

Base salaries, which are reviewed annually, are determined with
reference to market data, the indwidual’s role within the
Group, the nature of their responsibilites and on their

performance Base salanies are set at market competrtive levels
from market data for comparable roles in similar sized
organisations, utihsing information from an independent
source There 1s no automatic annual salary increase

The current base salaries of executive directors after the most
recent reviews are

Garwvis Snock - £405,000
Ashley Martin - £275,000
Sue Moore - £220,000
John Samue! - £260,000

Levels of salary increase equate to between 7 3% and 155%
The levels of salary increase were carefully considered and
account taken of the impact of any salary increases on the
other elements of the remuneration package (referenced off
base salary) The levels of increase were felt to be appropriate
after talung account of the increasing scope and range of the
Group's actvities, market posrooning, the marketability of
indwviduals particularly on the back of successful delivery and
sustasned growth, the overall posrtioning of the total
remuneration package and, in some cases a substantia!
Increase In the size of their roles

tn addition, a range of benelits 15 prowided which include car
allowance, health insurance, hfe cover and company pension
contnbutions of between 12% and 15% of base salary to the
Group's defired contbution scheme Overall, the level of
pension and benefits 1s postioned so as to be below market
benchmarks

The Group 15 implementing a flexble benefit structure in April
2008 All employees on Rok contracts of employment will be
entriled to participate in the flexible benefit scheme under
which particpants will be able 10 trade a range of benefits,
mcluding heatth related benefits and holiday entiilement. The
employee communications on the scheme have been well
recenved and the range of benefits on offer will be kept under
review

Annual performance benus
The Remuneration Committee believes strongly in the
effectiveness of performance-linked bonuses that strengthen
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the alignment of interests between executives and
shareholders The maximum annual bonus potential for
executive directors of 80% of base salary has been
determined in the light of the overall remuneration policy
and 15 inked to stretching performance condruons

The Remuneration Committee 1s highly focused on the
retention of key senior executives and hence one quarter of
any bonus earmed by executive directors will be in the form of
an award of shares deferred for two years, with vesting of the
deferred shares subject to continued employment over the
deferral period The number of deferred shares awarded 15
based on the average share price over the three months
ending 31 December prior to the award, whether or not the
share price subsequently nises or falls before the awards are
rmade The value of dividends paid over the deferral period will
be rolled up and paid at the time of vesting

The bonus 1s contingent on the achievement of a shding scale
of performance targets, split between fully diluted earnings per
share (EPS) growth (for two thirds of the bonus) and
measurable non- financal strategic objectives (for the
remaining one third) For 2008, the Chief Executive wall,
amongst other aspects, be measured on the achievement of a
Company wide environmental target

For 2007, the growth tn adjusted EPS equated to 24% which
resulted In @ maximum payment for the financial element of
the annual bonus The non-financial objectives for each of the
executive directors were very stretching and, following an
assessment by the Commitiee, were paid at an average level
of 78 5% of the maximum

LONG TERM INCENTIVE PLAN

The Company operates a Long Term Incentive Plan (the LTIP)
approved by shareholders in which the executive directors
and other senior executives participate The LTIP 15 designed
to reward executives for consistent out-performance of
stretching targets over the longer term

Awards are granted over shares worth 75% of base salary in
the case of executive directors and up to 25% of salary for
other senior executives

As has been the polcy in previous years, the Commuitee has
determined that the number of shares to be granted under
each award should be based on the average of the Company's
share price over the three months ending 31 December
preceding the award, whether or not the share price
subsequently rises or falls before the awards are made

Performance 1s measured over the three year performance
pertod with no re-testing The three year performance period
ts defined as the three financial years of the Company ending
immediately prior to the vesting of awards So, for example,
the performance period for annual awards granted in 2008
will be the three financial years ending 31 December 2010

The Committee has reviewed the performance conditions to

apply to awards in 2008 The Committee remains committed
ta setting stretching performance conditions which are, at the

www rokgroup com

upper end of the range, tougher than those found in most
other listed companies However, the Committee recognises
that the LTIP should be evolved to recognise Rok's growth
and increasing matunty, and the need for the LTIP to provide
an element of retention, particularly in the light of the below
market level of pension and benefits Accordingly, a proposal 15
being put to shareholders at the 2008 Annual General
Meeting that the performance condiuons for future LTIP
awards be changed so that performance Is measured by
reference to a mix of total shareholder return {TSR) and
growth i the Comipany's adjusted fully diluted EPS (full details
are contained in the Chairman’s letter being sent to
shareholders with the Notice of Annual General Meeting)

This blend of performance targets 1s being proposed for the
following reasons

| Performance targets will be better balanced between stock
market performance and company-specific financial
performance,

2 To improve kne of sight for executives through the
wntroduction of a specific EPS element, and

3 To attempt to reduce the lkehhood of future feast or
famine reward patterns

For the TSR part of the award, the Remuneration Committee
has reviewed the composrtion of the comparator group of
companies and has deterrmined that the constituents of the
FTSE 250 (excluding investment trusts) should remain the
comparator group for the 2008 awards The measurement of
the Company's TSR performance against the comparator
companies Is determined on the basis of average share prices
over the three months prior to the beginning and end of the
three year performance period Vesting will be in accordance
wiih the shding scale below

% of half of base
award vestng

Posiuon against
COMparator group

Below median 0

Median 50

95th percentle 300

Straight-line vesting between median and 95th percentile

Before any part of the award may vest by reference to the
TSR performance condition, the Remuneration Committee
must be satisfied that the Company's TSR 1s reflective of
underlying financial performance

For the EPS part of the award

Adjusted EPS growth over the three- | % of half of base
year performance period award vesung
Below RPI+18% 0

RPI+18% 50

RPI+60% or above 300

Straight-line vesting between points




In addition to seeking shareholder approval for different
performance condrtions, shareholder approval 15 being sought
to Incorporate a provision whereby the value of dividends
paid over the deferral period will be rolled up and pad to
executives at the ime of vesting (to the extent shares vest)
This provision Is in accordance with investor guidelines and
the addruonal value will be taken into account when
contemplating the appropriate grant levels and performance
criteria

The LTIP will continue to contain a loyaky element whereby
if shares vested under the scheme are retained for a further
two years and the participant remains in employment, there
will be an entitlerment to a loyalty award equivalent to 10% of
the number of shares vested

SHAREHMOLDING GUIDELINES

The Remuneration Committee has a policy which requires
executive directors to build and maintain a shareholding in the
Company At the bme awards vest under the LTIF, executives
will be expected to retain no fewer than 50% of shares {net
of taxes) until such time as a shareholding equivalent to 100%
of base salary has been achieved

OTHER INCENTIVE SCHEMES

The Company operates a share incentive plan known as the
Rok plc Buy As You Earn Scheme (the BAYE Scheme) The
BAYE Scheme was approved by the Infand Revenue in 2003
and enables employees, including full tme directors, to acguire
shares in the Company from their pre-tax income The
scheme 1s aimed at encouraging employee share participation
and operates on the basis that one share 1s acquired by the
Company for every four shares acquired by the employee The
shares are acquired in the market and held in trust unul they
are withdrawn by the employee The Company also has an
approved Save As You Eamn Scheme No options under this

Rak ple
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scheme have been granted since 2001 and no new grants can
be made under 1. The remaining savings contracts under this
scheme will mature in November 2008

SHARE SCHEME DILUTION

Under proposals approved by shareholders in 2005, the issue
of new shares under employee share schemes s mrted to
grants over no more than 10% of the Company's sssued share
capital dunng the period of 10 years commencing | January
2005 Within this imit, LTIP awards that are made over new
1ssue shares are subject 1o a hmit of no more than 2% of the
Company’s issued share capital in any one year As at 31
December 2007, the level of anticipated dilution since |
January 2005 based on current performance was 2 32% of the
Company's current 1ssued share capital

Dilution 1s also monitored on a |0 year rolling basis and, as at
31 December 2007, the level of anucipated ddution on this
basis based on current performance was 6 97%

The Remuneration Committee will continue to ensure that
dilution through new 1ssue shares, and overall level of share
usage, whether through newly 1ssued shares or shares
purchased in the market, 1s carefully monitored

PERFORMANCE GRAPH

The graph below charts the Company's total shareholder
return performance based on the value, up to the end of
2007, of £100 invested in Rok plc on 31 December 2002
compared with that of £100 invested in the FTSE
Construction and Materals Index The other points plotted are
the values at intervening financial year ends This index 1s
regarded as the most direct comparator for this purpose as it
compnses a broad equity market index of which the
Company has been a constituent during the period

FTSE Construction & Matenals Index

2005 2006 2007
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DIRECTORS' SERVICE CONTRACTS
The four executive directors are appointed under service contracts terminable on one year's notice and entered into as follows

Executive directors Contract date
Garwis Snook 19 March 2001
Ashley Martn 3 Caober 2003
Sue Moore 26 july 2004
John Samuel 16 August 2005

The directors’ service contracts do not make specific provision for compensation payments in the event of early terrmnation,
except in the case of those of Garvis Snook and Ashley Martin which contain compensation of one year's salary ard loss of
benefits for loss of office following a change of control in the Company The Remunerauon Committee will consider
compensation payments in ndnidual cases when necessary when termination occurs for any other reason In line with legal
obhgations

The non-executive directors do not have service contracts but are subject to letters of appointment which are terrinable on 6
months’ notice entered into as follows

Non-executive directors Contract date
Stephen Pettit 3 March 2008
Chris Bailey 3 March 2008
Gilhan Camm 3 March 2008
lan Elis 9 February 2006
David Sutherland 30 October 2006

DIRECTORS' REMUNERATION (AUDITED)
Details of the remuneration of each director and their pension entitlements during their period of office were as follows

Salary Annual Benefits Pension 2007 2006
bonus* N knd  contributions Total Total
Executive directors £000 £000 £000 £000 £000 £000
Garwvis Snook 383 308 [3]%* 57 879 695
Ashley Martn 264 195 i4 32 505 473
Sue Moore 170 130 14 20 334 321
Jehn Samuel 243 198 14 29 484 394
1,060 831 173 138 2,202 | 883

Nen-executive directors
Stephen Pettit 104 - - - 104 100
Chris Baley 44 - - - 44 43
Gllhan Camm 44 - - - 44 43
lan Ellis 36 - - - 36 31
Dawd Sutherland (resigned 31 1207) 36 - - - 35 9
Lows Sherwood (resigned 9 206) - - - - - 4
1,324 831 173 138 2,466 2,113

* 25% of the annual bonus amounts are payable n Rok plc shares deferred for two years, with vesting of the deferred shares
subject to continued employment over the deferral period
** During the year, an amount of £117,000 was paid to Garvis Snock in connection with tus relocation to London

Garwis Snook, Ashley Martin, Sue Moore and John Samuel are members of the Company's defined contribution pension

scheme, Rokplan The Company contnbutes |5% of base salary in respect of Garvis Snook and 12% in respect of Ashley Martin,
Sue Moore and John Samuel
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DIRECTORS' INTERESTS IN SHARES (AUDITED)
The directors' interests, which are all beneficial, in the shares of the Company were as follows

Rok plc annual report 07 57

31 December 2007 | January 2007

ordinary shares ordinary shares*

Stephen Petut 17,869 7,500
Garwvis Snook 446,358 374070
Chns Bailey 10,000 10,000
Gilllan Camm 17,435 14,750
tan Eliis 15,000 15,000
Ashley Martin 353816 155,180
Sue Moore 663 265
John Samuel 19576 |,255

David Sutherland**

* |nterests as at | January 2007 are stated as holdings in 2p ordinary shares for comparative purposes

** As at 3|1 December 2007, the date of his resignation from the Board, David Sutherland held an interest of 73% in the shares
of Tulloch Homes Group ple Tulloch Hemes Group ple controls 429% of the issued share caprtal of Rok ple

Between | |anuary 2008 and 29 February 2008, Garwis Snook and Ashley Martin each acquired 289 shares, fohn Samuel 287
shares and Sue Moore |15 shares under the BAYE Scheme There were no other changes in directors’ interests in the period

The market price of the 2p ordinary shares in Rok plc at 31 December 2007 was 128p During the year, the share price ranged

from |03 25p to 251 25p

DIRECTORS' INTERESTS IN LTIP AWARDS (AUDITED)
Detai's of movements in unvested LTIP awards during the year are as follows

MBI

AMIIADL SEILISNY

Descnpuon At Awarded Vestea At Performance penod Market Date Market Monetary
of award 010107 311207 Began Concludes  pnce at award price at value of
award vesting vesting awards
vested

Garwis Snook
2004 Base award 305,085 - 356949+ - 260404 250407 792 260407 2SIp £7677%7
2005 Loyalty award 67,132 - 67,132 - - - - 110307 2(2p £142318
2005 Base award 272,420 - - 272420 010105 311207 1088p - - -
2006 Loyalty award 9,934 - - 9,934 - - - - - -
2006 Base award 274,100 - - 274,100 010106 311208 1156p - - -
2007 Base award - 174535 - 174535 010107 311209 772 - - -
2007 Loyalty award - 35695 - 35,695 - - 2151p - - -
928,671 210230 424081 766,684 £910,115

Ashley Marun
2004 Base award 228,815 - 267715* - 260404 250407 792p 260407 2151p £575855
2005 Base award 191,545 - - 191,545 010105 311207 1088p - - -
2006 Base award 190,680 - - 190680 010106 311208 [1t56p - - -
2006 Loyalty award 2,500 - - 2,500 - - - - - -
2007 Base award - 122,175 - 122,175 010107 311209 1772p - - -
2007 Loyalty award - 26772 - 26,7712 - - 2151p - - -
613540 148947 267715 533672 £575,855

Sue Maoore

2004 Base award 21,000 - | 4,070%* - 081004 071007 7920 081007 1950p £27437
2005 Base award 122,590 - - 122590 010105 311207 1088p - - -
2006 Base award 123,940 - - 123940 010106 311208 |1I56p - - -
2007 Base award - 79510 - 79510 010107 311209 1772 - - -
2007 Loyalty award - 1,407 - },407 - - 1950p - - -
267,530 80317 14070 327,447 £27437

www rokgroup com
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DIRECTORS' INTERESTS IN LTIP AWARDS (AUDITED) (CONTINUED)
Details of movements in unvested LTiP awards during the year are as follows

Diescription At Awarded Vested At Performance pencd Market Date Market Monetary
of award 010107 311207 Began Concludes pnce at award price at value of
award vesting vesung awards
vested

John Samuel
2005 Base award 35,600 - - 35600 231105 221108 1088p - - -
2006 Base award 158,900 - - i58500 Q10106 311208 1156p - - -
2007 Base award - 109085 - 109085 010167 311209 1772p - - -
194,500 109,085 - 303,585 -

* Awards vested at | 17%  ** Award vested at 67%

Detalls of movements in vested LTIP awards during the year are as follows

Description At Vested Exercised At Market pnce Monetary value
of award Q10197 311207 at exercise  of exercsed awards
Garvis Snook
2002 Base award 671,320 - 671,320 - 186 25p £1,250,334
2003 Base award 99,340 - - 99,340 - -
2004 Loyahy award 135950 - - 135,950 - -
2004 Base award - 356,949 - 356,949 - -
2005 Loyahy award - 67,131 - 67,131 - -
206,610 424,080 671,320 659,370 £1,250,334
Ashley Marun
2004 Base award - 267,715 267,715 - 23700p £634,485
- 267,715 267,715 - - £634,485
Sue Moore
2004 Base award - 14,070 - 14,070 - -
- 14,070 - 14,070 - -
Notes

| The LTIP shares are awarded at nil cost to the directors

2 The monetary value of the vested award 1s the value at the date of vesting as shown in the first tabte This may be different
from the value at the time a director exercises his award as shown In the second table

3 The participant is respensible for payment of income tax and employee’s and employer's national insurance contributions
ansing on the exercise of vested awards

4 Following the share split on 4 May 2007 of 10p ordinary shares into 2p ordinary shares all awards made prior to this date
were increased by a multiple of five Market prices for award and vesting dates prior to the share split are given as the

peost share split equivalent

5 For awards granted in 2005 and 2006, the performance condition 1s based on the Company's TSR performance compared
with a peer group of 20 building and construction, real estate and services companies The comparator companies used for the
2005 and 2006 awards were Alfred McAlpine, Amec, Connaught, Costain, Country & Metropolitan, Countryside Properties,
Crest Nicholson, Daejan Holdings, Galliford Try, Henry Boot, Helical Bar; Interserve, john Laing, Kier, M| Gleeson Group, Minerva,
Mitie Group, Morgan Sindall, Slough Estates and St Modwen Properties Country & Metropolitan and Countryside Properties
de-listed in March 2005 and were replaced by Canllion and Mears for the 2005 and 2006 awards

The vesting schedule for these awards 15 as {ollows

Posiuon against group % vesung
Below 10th ¢

0 50

7 100

4 150

| 200
I+10% 300
1+25% 400
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6 For awards granted in 2007, the performance condition 1s based on the Company's TSR performance compared to the
constituents of the FTSE 250 Index (exduding investment trusts) at the date of grant The vesting schedule for these awards 15

as follows
Posiuon against group % vesung
Below median 0
Median 50
60th percentile 100
80th percentlle 150
95th percentile 200
95th percentile +10% 300

7 For all outstanding awards, in additton to the TSR performance condition, there is a financial underpin whereby no awards wall
vest unless the percentage growth of the Company's EPS exceeds the percentage growth in the Retal Price Index (RPI) by an

average of 2% per year

DIRECTORS' INTERESTS IN DEFERRED BONUS AWARDS (AUDITED)

Year of award At 01 Q1o7 Awarded Vested At 31 1207 Market pnce

at award

Garwvis Snook 2007 - 43,050 - 43,050 177 2p
- 43,050 - 43,050

Ashley Martin 2007 - 29,730 - 29,730 177 2p
- 29,730 - 29,730

Sue Moore 2007 - 19,085 - 19,085 177 2p
- 19,085 - 19,085

John Samuel 2007 - 24,845 - 24,845 177 2p
- 24,845 - 24,845

Notes

| The deferred bonus shares are awarded at nil cost 1o the directors

2 25% of the annual bonus amounts 1s paid in March of the following year in Rok plc shares deferred for two years, with vesting
of the deferred shares subject to continued employment over the deferral period
3 The parucipant 1s responsible for payment of income tax and employee’s national msurance contributions ansing on the

exercise of vested awards

4 Following the share split on 4 May 2007 of 10p ordinary shares into 2p ordinary shares, all awards made prior to this date
were increased by a multple of five Market prices at award are given as the post share spiit equvalent.

Gillian Camm
Chairman of Remuneratton Committee
6 March 2008
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Directors’ report

The directors present ther report and the audited financial statements of the Group compnsing Rok plc and its subsidianes for
the year ended 31 December 2007

PRINCIPAL ACTIVITIES

Rok ple 15 a holding company of a group of companies providing new build, planned reparrs and refurbishment, response
maintenance and development services in the United Kingdom A review of the Group's actviues during the year 1s given in the
Chairman’s Foreword on page 5 and in the Business Review on pages 7 and 8 A description of the pnncipal nsks and
uncertainties facing the business 1s given in the Business Review on page 39 Analysis of the Group's financial performance and
other key performance indicators 1s given on page 4 and throughout the Business and Financial Reviews Reviews of the main
trends and factors likely to affect the future postion and performance of the business are given in the Chairman’s Foreword on
page 5 and on pages 8,25 and 39 of the Business Review

RESULTS AND DIVIDENDS
The results for the year for 2007 are shown in the consolidated income statement on page 62

The directors recommend that a final dvidend of 2 35p per share be paid which, together with the interim divdend of 1 05p
paid in October 2007, will make a total for the year of 3 40p per share If approved at the Annual General Meeting, the final
dwvidend will be paid on 9 May 2008 to shareholders on the register at 4 April 2008

DIRECTORS

The names and biographical details of the directors at the date of this report are shown on page 45 Detalls of thewr interests 1n
shares and those of their families are shown on page 57 These directors served throughout the year Dawid Sutherland resigned
as a director on 3| December 2007

In accordance with the Articles of Association, Stephen Pettit and John Samuel will retire by rotation at the Annual General
Meeting and, being eligible, offer themselves and are recommended for re-election As a non-executive director, Stephen Petiit
does not have a service contract but operates under a letier of appointment terminable on 6 months’ notice John Samuel has
a service contract terminable on |12 months' notice

QOther than service contracts and as shown in note 30 to the financial statements, there were no contracts or transactions
between the Company and any of its directors during 2007

DIRECTORS’ AND OFFICERS' INDEMNITIES

The Company maintains directors’ and officers’ liability insurance which gives appropriate cover for any legal action brought
against its directors and officers In addition, the Company has granted an indemnity in favour of directors and officers which 1s a
qualifying third party indemnity provision for the purposes of section 3098 of the Companies Act 1985

SHARE CAPITAL AND SUBSTANTIAL SHAREHOLDINGS
Detals of the Company's authorised and 1ssued share capital, together with changes during the year, are given in note 21 to the

financial statements The Company Is aware of the following substanual interests in the 1ssued ordinary shares as at 26 February
2008

Holder Holding %
Scotush Widows 15,761,444 g8g9
Standard Life 11,780,506 664
JP Morgan Asset Management 9,751,408 550
Legal & General Investment Management 8,342,542 470
Tulloch Construction Group Holdings Lid 7,607,145 429
AXA Framlingion Investment Managers 6,172,204 348
Forus Investment Management 6,089,928 343
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AUDIT INFORMATION

The directors who held office at the date of approval of this
Directors’ Report confirm that, so far as they are aware, there
Is no relevant audit information of which the Company's
audrtors are unaware and that each director has taken all the
steps that they ought to have taken as a director to make
themselves aware of any relevant audit information and to
establish that the Company's auditors are aware of that
informanon

DONATIONS
Charntable donations dunng the year totalled £31,343 (2006
£35,034) No donations were made to poliical parties

EMPLOYEE INYOLVEMENT

As already stated in this Annual Report, one of the elements
of the Group's strategy I1s 'we are 2 talent magnet' In support
of this, Rok 1s committed to encouraging employee
involvernent throughout the business This 15 discussed further
in the Business Review on pages |4 to 21

Effective communication and consultation with employees (s
considered by the Board as being an area of key mportance
This ts maintained via face to face meetings, direct mailings, the
Company'’s Intrznet, an in-house magazine ‘The Citizen',
periodic team bnefings and a monthly question and answer
forum on the intranet with the Chief Executive

The Crtuzen's Forum is a group of employees representing all
areas of the business which holds regular meetings to discuss
people related issues affecting the organisation Feedback from
Citizens’ Forum meetings is given to the Chief Executve and
other senior executives and minutes of all meetings are made
avallable for staff to read on the Company's intranet. The
leader of the Citizens’ Forum meets the Board twice a year
Qne of the key functions of the Citizens' Forum is to oversee
the annual People Survey in which commenits are encouraged
from all employees on a range of issues affecting the business
The findings of the Pecple Survey are communicated to all
employees

Rok operates a Buy asYou Earn share scheme for all
employees on Rok contracts of employment under which
employees are able to buy Rok shares in a tax efficient
manner [n addiion, for every four shares acquired through
the scheme, Rok will acquire one addional share for the
individual This 1s seen as a good mecharism to achieve a
shared commitment from employees to the success of the
business

EQUAL OPPORTUNITIES
Rok 15 an Equal Opportunies Employer and 1s committed to
providing equal opporturities 1o all of its employees

It 1s Rok’s policy to establish and maintain a working
environment, terms and condruons of service and
employment practices which will ensure that no employee or
Job apphcant receves unjustified less favourable treatment on
the grounds of their age, race, colour, religion or belief,
nationality induding national or ethnic ongins, disability, gender,
sexual orentation, marttal status, part-time or fixed-term
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status, parental responsibilities or any other unlawful ground
Rok 1s committed 10 offering equal opportunities in
recruitment, terms and conditions of employment, traning,
career development, promotion, grnevance and disciplinary
procedures and all other aspects of employment and of the
working environment including the treatment of employees
when their contract ends

EMPLOYMENT CF DISABLED PERSONS

The Group's policy 1s to give all applcations for employment
from disabled persons full consideration in relaton to the
vacancy concerned and, in the event of existing staff becoming
disabled, every effort 1s made to enable them 10 maintain
their present position or to employ them n surtable work in
another role As far as possible the Company provides the
same leve! of training, regardless of physical disabiltzes

ENVIRONMENTAL AND COMMUNITY MATTERS

The Group 1s committed 1o operating In 2 way which causes
as Iittle harm to the environment as possible and which
preferably has a positive impact The Group s also commitied
to enhancing the communities in which it operates These
matters are discussed on pages 8, [0, | [, 2% and 3% in the
Business Review

SUPPLIER PAYMENT POLICY

Each business is responsible for agreeing the terms and
conditions under which business transactions are conducted
with their suppliers and subcontractors It 1s Group policy that
paymerits to suppliers are made 1n accordance with those
terms, provided that the supplier has complied with all the
relevant terms and condiions At 31 Decemnber 2007, the
Group had an average of 33 days (2006 39 days) purchases
outstanding with suppliers

AUDITORS

KPMG Audit Plc have expressed their willingness to continue
in office as auditors of the Company and its subsidiaries and a
resolution propesing their re-appointment will be put to
shareholders at the Annual General Meeting

After proper consideration, the Audit Committee 1s satisfied
that KPMG Audrt Plc continue to be objective and
independent of the Company

ANNUAL GENERAL MEETING

The Company's Annual General Meetng will be held at the
Woodbury Park Hotel, Golf & Country Club, Exeter on | May
2008 A formal notice of meeting, an explanatory letter from
the Chairman and a form of proxy have been sent to
shareholders with this Annual Report.

By order of the Board
Julian Turnbull
Secretary

6 March 2008
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Consolidated income statement

For the year ended 31 December 2007

2007 2006
Note £m £m
Revenue (Group and share of joint ventures) 2 950 | 6893
Less Share of joint ventures’ revenue I5 (26) 57
Group revenue 947 5 6836
Gross profit 1025 746
Adrministrative expenses (71 6) (52 5)
Share of post tax (losses) profits from joint ventures I5 (02) 08
Profit from operations 307 229
Analysed as
Ad)usted operating profit 341 253
Intangible asset charges 4 34 {13)
Other separately disclosed ems 5 - {10
Profit from operations 307 229
Finance costs 7 (24) 29)
Analysed as
Interest payable (20) 2n
Other finance income 41 31
Other finance charges (45) (39)
Finance costs 7 24) (29
Profit before tax 283 200
Income tax expense 8 (8 6) {58)
Profit for the year 2,21 197 142
Basic earnings per share I Il 5p 94p
Diluted earnings per share I Il 2p 92p
Statements of recognised income and expense
For the year ended 3| December 2007
Group Company
Note 2007 2006 2007 2006
£m fm £m £m
Actuarial gains on defined benefit pension schemes %5 76 66 76 66
Deferred tax thereon 25 (23) 20 (23) (20)
Tax rate adjustment to brought forward actuanal losses 8 (02) - (02) -
Net income recognised directly in equity 51 46 51 46
Profit for the year 2,21 197 142 219 -
Total recognised income and expense 248 188 270 46
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Balance sheets

As at 31 December 2007
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Group Company

Restated*® Restated*
Note 2007 2006 2007 2006
£m £m £m £m

Assets
intangble assets 13 1162 827 - -
Property, plant and equipment 14 213 158 40 |7
Investments 15 - - 1745 675
investments in joint ventures 15 46 22 - -
Deferred tax assets 16 59 107 40 77
Total non-current assets 148 0 14 1825 769
Inventories 17 42 1 516 - -
Trade and other recevables 19 224 4 1653 278 282
Cash and cash equivalents 20 430 442 - 323
Total current assets 3095 261 | 278 605
Total assets 457 5 3725 2103 1374

Liabiities

Interest-beanring loans and borrowings 20,22 457 266 806 -
Retirement benefit obligations 25 1o 215 110 215
Deferred tax habilities 16 29 37 02 02
Total non-current habilities 596 518 918 217
Bank overdraft 20 - 5 - -
Interest-bearing loans and borrowings 20,22 26 45 - 24
Trade and cther payables 27 2618 21t4 102 348
Income tax payable 62 36 - -
Total current hiabilites 2706 2210 102 72
Total liabiliues 3302 2728 1020 589
Net assets 1273 997 1083 785

Equity
Issued share capital 21 35 34 35 34
Share premium 2| 182 177 182 177
Other reserves 21 551 457 551 457
Retained earnings 2) 505 329 315 117
Total equity 1273 997 1083 785

* See notes 12 and 21

Chief Executive
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Cash flow statements

For the year ended 31 December 2007

Group Company
Note 2007 2006 2007 2006
£m m fm £m

Profit (loss) before tax 283 200 204 08
Adjustments for
Depreciation 51 29 06 08
Intangible assets charges 34 i3 -
Gain on disposal of investment - 03) - (19
{Gain) loss on disposal of property, plant and equipment o1 02 - -
Imparrment of nvestment 1n subsidiaries - - - 185
Defined benefit pension scheme transfer - - - 107
Share of post tax losses {profits) from joint ventures 02 ©8 - -
Expense in respect of share options 12 09 0% 05
Deiined benefit pension scheme contributions (33) (33) (33) 33
Finance costs 24 29 10 04
Cash generated by operations before changes in working capital 372 238 196 260
{Increase) decrease In trade and other recevables (334) (198) 95 (199)
Decrease in commercial development inventories 19 34 - -
{Increase) decrease in other work In progress 07) 19 - -
Increase (decrease) in trade and other payables 187 298 (24 8) 237
Cash generated by operations before tax payments 337 391 43 298
Income taxes (pad) recerved {50 (53 {51) 04
Cash flows from operating activities 286 338 {08) 302
{nvesting acuvities
Proceeds from disposal of investment - 05 - -
Acquisition of subsidianies, net of cash acquired (23 0) 56 (335) ©BhH
Disposal of subsidianes to other Group companies - - 424 -
Re-capitalisation of subsidiaries - - (107 2} -
joint venture investment (33) {13) - -
Joint venture distribution 07 17 - -
Acquisition of property, plant and equipment on (41) (33) (7
Proceeds from disposal of property, plant and equipment 1 4 09 06 -
Interest (paid) receved (20) 2l (0 6) 03
Cash flows from investing activities {35 3) 12 {101 &) 7 3)
Financing activities
Purchase of own shares (35) - (35) -
Proceeds (repayment) from non-current borrowings 192 (145) 806 -
Repayment of loan notes (24} (26) (24 (26)
Repayments of obligations under finance leases (17} (09) - -
Dwwdends paid (4 6) (34) (46) (34)
Cash flows from financing activities 70 (214 (70 1) (60}
Net increase {decrease) in cash and cash equivalents 013 136 (323) 169
Cash and cash equivalents at | January 427 29| 323 154
Cash and cash equivalents at 3| December 20 430 427 - 323
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Notes to the consolidated financial statements

| ACCCUNTING POLICIES

Basis of preparavon

Rek plc {the Company} 1s a company domiciled in the United Kingdom Both the Company financial staterments and the Group financeal
statements have been prepared and approved by the directors 1n accordance with Internationat Financial Reportng Standards as adopted by
the EU (Adopted IFRSs) On publishing the Company financial statements here together with the Group financial statements, the Company is
taking advantage of the exemption In 5230 of the Comparues Act 1985 not to present its ndmdual ncome statement and related notes that
form a part of these approved financial statements

At the date of ssue of these financial statements the following standards and interpretations, which have not been applied in these financial
statements, were 1n 1ssue but not yet effective

Endorsed
IFRIC 1
IFRS 8

Yet to be endorsed
IFRIC (2
IFRIC I3

IFRS 2 - Group and Treasury Share Transactions
Cperaung Segments

Service Concession Arrangements
Customer Loyalty Programmes

IFRIC 14 IAS 19 -The imit on 2 Defined Benefit Asset Minmum Funding Requirements and their interaction
Revised IFRS 3 Business Combinations

Amendment to IAS 23 Borrowing Costs

Amendment to IAS | Presentation of Financial Statements A revised presentation

Amendment to |AS 27 Consolidated and separate financial statements

Amendment to IFRS 2 Share based payment vesting conditions and cancellations

Amendment to |AS 32 and |AS | Puttable financial instruments and obligations existing on liquidation

The directors anticipate that the adoption of these standards and interpretations in future periods will have no material mpact on the financia!
statements of the Group

The financial statements have been prepared on the historical cost basis, except where otherwise indicated The principal accounting policies
adopted are set out below

Subsidiaries and joint ventures
The consolidated firancial staternents compnse the Company and its subsidiaries and the Group's interest in jointly controlled entiues

The results of subsidiary undertakings acquired or disposed of are included in the conschdated income statement from the date of acquisition
until the date of disposal The Cormnpany's investments in subsidiaries are stated at cost less any impairment

The consolidated financral statements include the Groups appropriate share of joint venture undertakings’ post tax profits in the consoldated
income statement after aligning the accounting policies with those of the Group Investments in joint venture undertakings are accounted for
under the equity method, ntially stated at cost and adjusted thereafter for subsequent changes in the Groups share of net assets

Revenue and profit recogmtion

New build and planned repairs and refurbishment

Revenue recognised on bullding activities reflects the value of work performed The amount of profit attnbutable to the stage of completion of
a contract 1s recognised when the outcome of the contract can be foreseen with reasonable certainty The results for the year include
adjustments for the outcome of contracts executed in both the current and preceding years These adjustments anse from damms by customers
or third parties in respect of work carried out and claims and vanations on customers or third parties for vanations on the original contract
Provision for claims aganst the Group s made as soon as it 1s believed that a Lability will arse Clams and vanauons made by the Group are
not recogrused in the income statement untl the outcome s reasonably certan Where it 1s foreseen that a loss will anse on a contract,
pravision for the expected loss 1s made in the current year

The principal estimation techrique used by the Group In attnbuting profit on contracts to a particular period is the preparation of forecasts on
a contract by contract basis These focus on revenues and costs to complete and enable an assessment to be made of the final cut-turn on

each contract.

Response maintenance
Revenue and profit are recogrised on projects whuch have been completed
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Notes to the consolidated financial statements - continued

Development

Revenue and profit on the Group's development actvities are recognised as follows Revenue on the sale of development properues 15
recognised when the Group has transferred to the buyer the significant risks and rewards of ownership of the development property This is
achieved when legal title 1s transferred to the buyer if a property 1s pre-sold and the Group has construction work to complete or rental
guarantees in respect of un-let space are outstanding, the Group reviews the nature and extent of its continuing Involvement to assess whether
it 1s appropriate to recognise revenue Where the condivions for the recogrition of revenue are met but the Group still has sigruficant acts to
perform revenue and profit 1s recogrised as the acts are performed

Goodwill and other intangible assets

All business cambinations are accounted for by applying the purchase method In respect of business combinations that have occurred since |
January 2004, goodwill represents the difference between the cost of the acquisiion and the fair value of the net identfiable assets, liabiliues
and contingen liabilities acquired In respect of acquisitions prior to this date, goodwaill 1s included at the carryng amount recorded under UK
GAAP at the date of transition

Goodwill 15 stated at cost less any accurnulated impairment losses Goodwil is allocated to cash generating units and 15 tested annually for
impairment and more frequently iIf there are ndications of impairment Any excess of the far value of net identifiable assets acquired over the
cost of an acquisition 15 recognised directly in the consolidated income statement

Intangible assets other than goodwill acquired by the Group are stated at cost less accumnulated amortisation and impairment losses
Amortisation is charged over the intangible assets useful economic lives These have been estimated as follows

Brand between 4 and 5 years
Customer relationships between 2 and |0 years

Intangible assets are tested for impairment If there are circumstances which indicate that impairment might have ansen
Property, plant and equipment

Property, plant and equipment 15 stated at cost less accumulated depreciation Depreciation 1s charged on a straight-line basis so as to wnite off
the cost over therr useful econemic ives These have been esumated as follows

Leasehold improvements lower of the remaining ife of the lease or |0 years
Plant and machinery between 4 and 10 years
Ofiice and computer equipment between 3 and 5 years

Work in progress
Development work in progress 15 carmied at the lower of cost and net realisable value, net of progress payments Interest charges incurred in
respect of development projects are charged to the income statement as incurred

Building work in progress 15 stated at the lower of cost and net realisable value, less progress payments Cost comprises direct materals, direct
labour and subcontractor costs

Operaung leases
Operating lease rentals paid are charged on a straight-line basis to the consolidated income statement 0 the penod to which the rentals
relate

Finance leases

Assets obtained under finance leases and hire purchase contracts are capitalised at their fair value on acquisition and depreciated over their
estmated useful Iives The corresponding hiability to the lessor 1s included in the balance sheet as a finance lease obligation The finance charges
are allocated over the perod of the lease in proportion to the capital element outstanding

Taxation
Income tax on the profit or loss for the year comprises current tax and deferred tax Income tax is recognised in the consolidated income

statement except to the extent that it relates to tems recognised directly in shareholders’ equity

Current tax 15 the tax expected to be payable on the taxable profit for the year, calculated using tax rates enacted or substantively enacted by
the balance sheet date and any adjustrment to tax payable in respect of previous years
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Taxavon (contnued)

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabiities in the balance sheet and the
amounts attributed to such assets and liabilities for tax purposes Deferred tax Labilibes are generally recognised for all taxable temparary
differences ang deferred tax assets are recognised to the extent that it ts probable that future taxable profits will be available aganst which
deducuble temporary differences can be utilised

Deferred tax relating to charges made directly to equity Is recognised in equity

Employee benefits
The Group operates a defined contnbution pension scheme ‘Rokplan and contnbutions to the scheme are charged to the consolidated
income staternent as incurred

The Group also has three defined benefit pension schemes which are closed to new members and future serace accrual The assets of the
schemes are held separately from those of the Group

Pension scheme assets are measured using far values, as at the respective balance sheet dates Pension scherme liabilities are stated at their
present value calculated by discounting at the current rate of return on a high quality corporate bond of equivalent term and currency as the
labilities The expected return on scheme assets and the increase dunng the peniod in the present value of the schemes’ kabilities ansing from
the passage of tme are ncluded in other finance charges Actsanal gains and losses are recogrused in equity and presented in the statements
of recognised income and expense

Share-based payments
Charges for employee services recewved in exchange for share-based payments have been made for all options granted after 7 November
2002 in accordance wath [FRS 2 Share-Based Payment

Opuons granted under the Groups employee share schemes are equrty settled The fair value of such opuons has been calculated using a
stochastic model based upon publicly avalable market data, and 15 charged to the consolidated income statement over the vesting penod

Shares purchased and held in trust in connection with the Group's share based incentive schemes are deducted from retained earnings

Cash and cash equivalents
Cash and cash equivalents as stated in the cash flow statement include the Groups cash balances and overdrafts

Trade receivables
Trade recewvables do not carry any interest and are stated at their nominal value as reduced by appropriate allowances for estimated
Irrecoverable amaounts

Trade payables
Trade payables are not interest beaning and are stated at therr nominal value

Dividends
Dividends are recorded in the Group's financial statemenits in the penod i which they are approved or paid

Accounung esumates and judgements

The key assumptions cancerning esbmation uncertanty at the balance sheet date, that have a significant risk of causing a material adjustment
to carrying amounts of assets and liabilibes withiny the next financial year, relate to revenue and profit recognition fair value accounting for
business combinations and the valuation of defined benefit pension scheme assets and Labilities

Details on the estimation techrques used for revenue and profit recogniion are given within the revenue and profit recogniion accounting
pohcy

Due to the long term nature of the construction industry initial esumates of working caprtal for business combinations are established at the
tme of acquisitton These are reviewed in detall on the acguisition anniversary date and adjustments to the prowsional valuations are made

where pre-acquisiiion arcumstances had not nmally been fully reflected

In determining the valuation of defined benefit pension scheme assets and liabilities a number of key assumptions have been made and are
detalled tn note 25
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Notes to the consolidated financial statements - continued

2 SEGMENT REPORTING

In the opinion of the directors the Groups core activiies comprise of four material business segments being new bulld, planned repars and
refurbishment, response maintenance and development This refiects the profiles of the nisks rewards and ntemal reporting structures within

the Group

All activities were conducted within the United Kingdom and it is the opinion of the directors that this represents one geographical segment.

Planned
repairs and Response Group
New buld  refurbishment  mantenance Development activities Consclidated
2007 2006 2007 2006 2007 200& 2007 2006 2007 2006 2007 2006
£m £m £m £m £m fm  £fm fm {m £m £m £m
Segment revenue §26 1 3420 2549 1912 937 846 728 B58 - - 9475 8836
Share of joint ventures' revenue - - - - - 26 57 - - 26 57
5261 3420 2549 1912 937 646 754 915 - 9501 6893
Segment adjusted operating profit 101 51 50 106 57 28 76 90 (41) (30) 343 245
Share of post tax results from jont ventures - - - - - - {02y 08 - - {02y o038
Intangible asset charges 20) (07y (©7y (08) - - 0N - - - (349 (U3
Separately disclosed items - 03 - - - - L)) - - - (I
Profit from operations gl 47 143 100 57 28 67 84 (41) (30O 307 229
Finance costs 24 (29
Income tax expense 86) (58
Profit for the year 197 142
Inter-segment revenue is not material
Balance sheet analysis of business segments
2007 2006
Assets Liablites  Net Assets Assets Liablites  Net Assets
m £m £m £m £m fm
New build 3692 (272 8) 964 24470 (2126) 344
Planred repairs and refurbishment 1120 731 389 706 (567) 139
Response maintenance 321 (203) 18 256 (20 1) 55
Development 1729 (812) 97 1431 (868) 563
Development joint ventures 46 - 46 22 - 22
Group activities 55 (231 6) (L6 1) 132 (1258) (1286)
Group eliminations {248 8) 3488 - (2252) 2292 -
457 5 (330 2) 127 3 3725 (272 8) 997

During the year the Company invested £107 2 million n the share capital of subsidianes (see note |5) This is reflected in the balance sheet
analysis of business segments as a reduchion in net assets in Group activities with corresponding Increases In the net assets of the business

segments in which the subsidianes operate

Capital addiions and depreciation charges by business segment

2007 2006
Capital Capital

additions Depreciation additions Deprecation

£m £m £m £m

New build 45 33 13 13
Planned repairs and refurbishment 07 05 06 05
Response maintenance 05 0é |2 04
Development 0l - ol ol
Group activities 35 07 09 06
93 51 41 29
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Group
2007 2006
£m £m
Profit from operauons is stated after charging {crediting)

Rentals under operating leases - Land and buildings 34 23
- Plant and office equipment 14 11
Hire of plant and machinery 156 105
Long term incentive plan awards 12 05
Deprecation of tangible fixed assets 51 29
(Profit) loss on disposal of property, plant and equipment {0 1) 02
Amortsation of intangible assets (see notes 4 & 13} 34 I3
Gan on disposal of investment (see note 5) - (03)
Fees for the audit of the Group 03 03

Fees payable to the Company's auditors for other services
Tax services ol 02
Corporate finance transactions ol 0%

Fees paid to the Company'’s auditors in respect of the audit of the Groups defined benefit pension schermes (note 25) were £12,000

(2006 £8,000)

Fees pad to the Company s auditors in respect of the audit of the Group's accounts were £58,000 (2006 £50,000), and £241,000 (2006

£212000) in respect of the audit of the Company's subsidianes

4 INTANGIBLE ASSET CHARGES

MIIAIDAD

MDA SS3UISNG

Group
2007 2006
£m £m
Brand amortisation 04 04
Customer relationships amortisation 23 09
Goodwill impairment 07 -
14 |3
5 OTHER SEPARATELY DISCLOSED ITEMS
Gain on disposal of investment - 03
Settlernent with former director - (14}
- (n
6 PERSONNEL EXPENSES
Group Company
2007 2006 2007 2006
£m fm £m £m
Wages and salanes 126 0 839 60 58
Social security costs 125 21 07 07
Defined contribution pension scheme 43 31 04 04
Long term incentive plan awards 12 09 09 05
1440 370 80 74
The average number of people employed during the year was
Group Company
2007 2006 2007 2006
Number Number Number Number
Building and mantenance 3,956 2453 - -
Development 3l 3! - -
Central administration 118 110 )18 110
4,105 2,5%4 |18 110
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Notes to the consolidated financial statements

7 FINANCE COSTS

- continued

Group
2007 2006
{m £m
Interest
Interest payable on bank loans and overdrafts (20) @n
Interest recevable - 02
Interest payable on loan notes - @2
Total interest payable (20) 21)
Other finance income
Expected return on pension scheme assets 41 31
Other finance charges
Interest on pension scheme habilities (45) (39
Total finance charges {24) (29)
8 INCOME TAX EXPENSE
Recognised in the income statement
Group
2007 2006
£m £m
Current tax expense
Current year 77 55
(Over) under provided in pnor years {09 0l
68 56
Deferred tax expense
Ongnation and reversal of temporary differences 12 06
Under {(over) prowided in prior years 06 {09
18 02
Total Income tax expense i Ncome staternent Bé& 58
The change in the rate of UK corporation tax from 30% to 28% has not matenally affected the current year income tax expense in the
income statement The tax rate adjustment to brought forward actuanial gains and losses recognised directly in equity 1s a charge of
£02 millon
Reconciliauon of effecuve wax rate
Group
2007 2006
£m £m
Profit before tax 283 200
Income tax at the UK corporation tax rate of 30% (2006 30%) 85 60
Share of results of joint ventures 0l o
Disposal of iInvestment - ©n
Non-deductible expenses 03 04
Over provided in prior years {03) ©3)
86 58
Recogrused directly in equity
Tax credit on share based payments (02) 08)

9 PROFT FORTHE FINANCIAL YEAR
The profit of the holding company was £21 9 mdlion {2006 £nil million)
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10 DIVIDENDS
Group & Company
2007 2006
im m
Final pad 2006 | 94p {2005 | 65p) per 2p ordinary share 33 24
Interim paid 2007 | 05p (2006 0 86p) per 2p ordinary share 18 12
51 36

The directors are proposing a final dividend in respect of the financial year ended 31 December 2007 of 2 35p per share which will absorb
£4 1 milhon of shareholders’ funds It will be pad on 9 May 2008 to shareholders on the register of members on 4 April 2008

Il EARNINGS PER SHARE

2007 2006
Restated*

Basic Diluted Basic Diluted

£m £m £m £m

Earmings being profit attributable 1o ordinary shareholders 197 197 142 142

Add intangible asset charges, net of tax 26 26 09 09

Add separately discicsed items, net of tax - - 06 06

Adjusted eamings 223 223 157 157

milhon million million milhon

Issued ordinary shares at | january 1708 1708 1438 1438

Effect of shares issued in the year 26 26 70 70
Effect of own shares held 29 20) (n (1

Weighted average number of shares 171 4 171 4 1497 1497

Effect of share options - 412 - 43

Weighted average number of shares used for earnings per share 171 4 1756 1497 1540

pence pence pence pence

Earnings per share IS 112 34 922

Adjusted earnings per share 130 127 105 102

* Restated for the 5 for | share split (see note 21)

12 ACQUISITIONS OF SUBSIDIARIES
During 2007 the Group completed three acquisitions of companies and a further four acquisiions of trade and assets all with building
operations

On 3 May 2007 the Group acquired [00% of the share capital of Barkbury Holdings Limited and its trading subsidiary SOL. Construction

Limtted for a consideration of £21 2 million As part of the considerauon |,872 305 ordinary shares were issued at a farr value of 218 pence at
the date of completion In the period to 31 December 2007 SGL contributed £1 6 million to the Group consohidated profit before tax
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Notes to the consolidated financial statements - continued

12 ACQUISITIONS OF SUBSIDIARIES (CONTINUED)

The acquisition after making provisional accounting and fair value adjustments had the following effect on the Group's assets and habilities

Accounting
Book and far value Deferred tax Fair value
value  adjustrnents impact to Group
£m £m im fm
Property, plant and eguipment 15 0l - I 6
Inventones 07 o7 - -
Trade recevables 131 (36) - 95
Cash and cash eguvalents 104 - - 104
Deferred tax - - N 1
Trade payables (189) 02 - (187)
Net (dentifiable tangible assets and habilities 68 40y Il 39
Provisional intangible assets o8 {02) 06
Total identifiable assets and labilities 68 (32) 09 45
Provisional goodwill on acquisiion 167
212
Discharged by
Cash consideration 148
Deferred cash consideration held in escrow 20
Rek plc shares 41
Costs of acquisition 03
212

On | Qctober 2007 the Group acquired 100% of the share capital of Avonside Services Group Limited for a consideration of £165 milion
As a part of the consideration 2 435,068 ordinary shares were issued at a far value of 189 2 pence at the date of completion In the period to
31 December 2007 1t contnbuted £1 0 mullon to the Group consolidated profit before tax.

The acquisttion after making prowvisional accounting and fair value adjustments had the following effect on the Group'’s assets and liabidities

Accounting

Book and far value Deferred tax Fair value
value  adjustments impact to Group
£m fm £m £m
Goodwill 02 - - 02
Property. plant and equipment 04 gl - 05
Inventones 27 {13 - 14
Trade receivables I8 16 - 134
Cash and cash equivalents {03) - - (03)
Interest-bearing loans and borrowings @n - - @n
Trade payables (88) ©on - (89
Net identifizble tangible assets and liabilives 39 03 - 42
Prowvisional intangible assets - Il {03) 08
Total identifiable assets and liabilities 39 | 4 {©3) 50
Prowisional goodwill on acquisition 15
165

Discharged by
Cash consideration IHé
Rok plc shares 46
Costs of acguisition 03
165
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During 2007 the Group made five further acquisitions

Date Share capital / trade & assets
5 Harmson Construction Limited 3 Septernber 100% share caprtal
Aquilo Inspection and Renstatement Serwices Limited |7 September trade & assets
EMB Services Limited 3| January trade & assets
Thompsons {of Ayr) Construction Limited 17 May trade & assets
Loge Bulding Services 11 Apnl trade & assets

As part of the aggregate consideration of £7 9 millon 360,412 ordinary shares were issued at a farr value of 228 pence at the date of
completion In the period to 31 December 2007 these acquisitions contributed £08 million to the Group consoldated profit before tax

These acquisitions after making provisional accounting and fair value adjustments had the following effect on the Group s assets and liabilities

Accounting

Book and far value Deferred tax Far value

value  adjustments impact to Group

£m £m £m £m

Property, plant and equipment 05 - - 05
Inventonies 03 - - 03
Trade recewvables 63 395 - 28
Cash and cash equivalents 30 - - 30
Trade payables {73 21 - (52)
Net dentifiable tangible assets and liabilues 28 (4 - 14
Provisional intangible assets - 04 Q1 03
Total identifiable assets and labilites 28 (10 (O 1) 17
Pravisional goodwil on acquisiion 62
79

Discharged by

Cash consideration 67
Rok plc shares 08
Costs of acquisihon 03
Deferred consideration 0l
79

If all acquisiions had been part of the Group since | January 2007, the Group would have reported a revenue of £1,037 3 million and a profit
after tax of £220 milien

During 2006 the Group made three acquisiions On |8 July 2006 the Group acquired Kingfisher Limited for a total consideration of £45
millon On 4 October 2006 the Group acquired 100% of the share capital of the following entities for consideration of £31 3 million

Tulloch Construction Group Limited

Tulloch Transport Limited

Tulloch Prime Contracting Linited

Tulloch Cwil Engineering Limited

LAS Plant Limited

Corne Group Limited and 1ts subsidianes Corrie Panting and Decorating Limrted, Corne Efectrical Services Limited Corne Electrical Services
(Glasgow) Limited, Corne Plumbing and Heating Limited Corme Plumbing and Heating (Glasgow) Limited and Corrie Building Services
Lirrited

On |5 November 2006 the Group acquired KM Construction Services Limited for a total consideranon of £02 milhon
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Notes to the consolidated financial statements - continued

12 ACQUISITIONS OF SUBSIDIARIES (CONTINUED)
The acquisttions, after making provisional aacounting and fair value adjustments had the following effect on the Group's assets and habilmes in
2006

Accounting
Book and far value Deferred tax Fair value
value  adjustments impact to Group
£m £m £m £m
Property plant and equipment 83 - - 83
Investments 02 - - 02
Inventones 69 (I 6} - 53
Trade recewvables 141 - - 141
Cash and cash equwvatents 17 - - 7
Finance lease obligauons (48) - - (48)
Employee benefits (24) - - (24)
Deferred tax asset 07 . - 07
Trade payables (328) 2 0l (315)
Net denufiable tangible assets and habilities 19 (04) ol | 6
Provisional intangible assets - 65 20 45
Tota! identfiable assets and habilities 19 6| {!9) 6!
Provisional goodwill on acquisiion 313
374
Discharged by
Cash consideration 26
Rok pic shares 324
Costs of acquisiuon 14
Deferred consideration 10
374

The provisional far values attnbuted to the tangble assets and labilies of each of these businesses were reassessed at the anniversary date of
each acquisiion Changes between the provisional fair values of the net assets acquired as at 31 December 2006 and the anniversary date are
stated below Comparative balances for 2006 have been restated to reflect these reassessments The adjustments do not have a material
impact on the 2006 incorne statement

£m
Farr value of identifiable assets and liabilities at 31 December 2006 61
Re-assessment of value atiributed to brand 24
Re-assessment of debtors work in progress and liabilities (31)
Delerred tax (K3
Final farr value of identifiable assets and liabiities at 31 December 2007 22

Due to the long term nature of the construction industry imitial estimates of working capital are established at the tme of acquisition These
are reviewed in detal on the acquisition anniversary date and adjustments to the provisional valuations are made where pre-acquisiion
creumstances had not initially been fully reflected During the year the royalty rates used in the calculation of provisional far values attributed
to brands have been re-assessed This has resutted in a reduction in the value attnbuted to brands of £2 4 million before deferred tax with a
corresponding ncrease in goodwill During the year the financial effect of the utihsaton of far value adjustments was £1 5 millon (2006 £1 0
milion) During the year the financial effect of the release of far value adjustments was £1 2 million (2006 £10 million}

On all acquisitions, the difference remaining between the acquisiion cost and the fair value of identifiable net assets represents a combinat:on

of the value of the workforce acquired and future expected cash flows not included within the customer relationships or brand The value of
such mtangble assets 1s not separately \dentifiable and therefore has been treated as goodwill
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Group Intangibles 9
Customer o
Goodwill Brand  relationships Total :—:
£m £ £m fm x
Cost
Balance at | January 2006 397 10 44 45 |
Acquisitions 313 38 27 378
Balance at 31 December 2006 as previously reported 710 48 71 829
Pror year adjustment (note |2) 39 (24 - 5
As at 3! December 2006 as restated 749 24 71 B4 4
-2}
Acquisitions 346 - 23 369 g
Balance at 31 December 2007 1095 24 54 1213 2
%3
Amorusauon and impairment losses é
Balance at | January 2006 - ol 03 04 g
Intangible asset charges - 04 09 |3
Balance at 31 Decernber 2006 - 05 12 17
Intangible asset charges 07 04 23 34
Balance at 3| December 2007 07 09 35 51
y
Carrying amount &
At | January 2006 397 09 41 447 a
At 31 December 2006 749 E 59 827 =
At 3| December 2007 1088 15 59 1162 ]
[}
During 2007 the Group completed seven acquisitions, five of which gave nse to goodwill and mtangible assets as stated below: *
Customer
Goodwill  refationships Total
£m £m £m
Barkbury Holdings Limited 167 c8 175
Avonside Services Group Limuted 17 N 128 Q
$ Harnson Construction Limited 31 04 35 §
Agurlo Inspection and Reinstatement Services Limnied 28 - 28 a
EMB Services Limited 03 - Q3 A
346 23 369 ®
The following useful lives have been determined for the intangible assets acquired during the year
Customer refationships 2 -3 years
Goodwill
Goodwill acquired on business combinations is allocated, at acquisition, to the cash generating unit {CGUJ) which is expected to benefit from =)
that business combination The carrying value of goadwili is included within each of the segments in the net asset analysis in note 2 and has §
been allocated as follows =3
Group E
Restated™ a
2007 2006 3
{m £m g
New buid 896 579 g
Planned repairs and refurbishment 81 81
Response mantenance 72 43
Development 39 46
108 8 749 ]
]
* See note 12 s
e
3
-
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13 INTANGIBLE ASSETS (CCNTINUED)
The Group tests goodwll annually for imparrment as part of the budgeting process and more frequently if there are indications that goodwali
might be imparred

During the year there have been indications of impairment 1o the goodwill altocated to Development Accordingly the goodwill has been
tested and wnitten down by £07 million This 1s reflective of the Group continuing to reduce Its exposure to commercial property
development

The recoverable amounts for each CGU are determined from value in use calculations The key assumptions for the value in use calculations
are those regarding the growth rates, discount rates and expected changes in profit margins during the perod The Group prepares cash flow
forecasts denved from the most recent financial budgets approved by management and extrapolates cash flows using a perpetual growth rate
of 20% The rate does not exceed the average long term growth rate for the relevant markets The rate used to discount the forecast cash
flows 1s the Group’s estimated weighted average cost of capital of 8 7% Changes n profit margins are based upon past experience and any
expected future changes in the market

14 PROPERTY, PLANT AND EQUIPMENT

Group Company
Office and
Leasehold Plant and computer
improvements machinery equipment Total Total
£m £m £m £m fm
Cost
Balance at | January 2006 33 02 87 122 36
Adduons 09 03 29 41 17
Acquisitions 04 102 I3 s -
Disposals 03 (18) (n {32) on
Transfer to subsidsary - - - - (22)
Balance at 3| December 2006 43 89 e 250 30
Additions 216 31 36 93 35
Acquisitions ol 59 08 68 -
Disposals {05) {12) 28 (45) {9
Balance at 31 December 2007 65 167 134 366 56
Depreciauon and impairment losses
Balance at | January 2006 09 02 37 48 10
Deprecation charge for the year 04 04 21 28 08
Acquisitions 0l 34 Gl 36 -
Disposals 012) {08) (rn 2n on
Transfer to subsidiary - - - - o4
Balance at 31 December 2006 |2 32 48 92 13
Depreciation charge for the year 05 24 22 51 06
Acquistions - 36 0é& 42 -
Disposals on (12) (19) 32) (03)
Balance at 31 December 2007 | & 80 57 153 16
Carrying amount
At i January 2006 24 - 30 74 26
At 31 December 2006 31 57 70 158 |7
At 31 December 2007 49 87 77 213 40

Included in the net book value of tangible fixed assets are assets held under finance leases and hire purchase contracts amounting to £36
million {2006 £48 million) These assets contributed £0 8 million to the depreciation charge for the year Substantally all of the assets held
under finance leases and hire purchase contracis at 31 December 2006 related to the Tulloch Construction Group acguistion on 4 October
2006 These assets contributed £0 2 milhon to the depreciation charge in 2006
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Group Company

Joint Shares in

ventures  Investments Total subsidianes

fm £m £m £m

At | January 2006 18 02 20 393
Additions 13 - 13 855
Joint venture distnbution (7 - (17 -
Share of post tax profits 08 - 08 -
Impairment - - - (185)
Disposals - ©02) (02) (388)
At | January 2007 22 - 22 675
Additions 33 - 33 149 4
Jont venture distribution on - 7 -
Share of post tax losses 02) - {02 -
Disposals - - - (424)
At 3| December 2007 46 - 46 1745

Joint ventures

During the year the group acquired a 50 per cent interest in a joint venture Rok Development Solutions Limited, with entitlement to 80 per
cent of recognised profits and losses The Group now has & 50 per cent interest «in four joint ventures, Rokval (Exeter) Limited (previously
Rokscar Limited}, Rokval {Bournemeuth) Limited (previcusly SDG (Bournemouth} Limited), Milln Gate Rok Development Alton Limited and
Rok Development Solutions Limited whose principal activities are the development of commercial property All are incorporated in England

and Wales

The Groups share of the net assets and net profits of the jont ventures were as follows

Group
2007 2006
Milln Gate Milln Gate
Rok Rok Rok
Rokval Rakval  Development  Development Rokval Rokval  Development
(Exeter) (Bournemouth) Alton Sohuons {Exeter) (Boumemouth) Alton
Limited Limited Limted Limited Total Limrted Limited Limited Total
£m m fm fm £m £m £m £m m
Current assets 34 22 | 4 68 138 29 20 13 62
Current liabiibes (26) (12) - 549 92 (27) {13) - (40)
Net assets 08 10 b4 | 4 46 02 07 I3 22
Revenue 25 - ol - 26 57 - - 57
Expenses (24) - - ©4) (28) (48) (0h - (49}
Net profit {loss) 01 - ol 04 (02 09 {0 - 08
Shares in subsidiaries
During the year the Company invested £107 2 million in the share capital of existing subsidianes
During the year the Company has disposed of investments in subsidianes to another subsidiary at market value
16 DEFERRED TAX ASSETS AND LIABILITIES
Recognised deferred tax assets and habihties
Deferred tax assets and labilities are attnbutable to the following
Group
Assets Liabilities Net
Restated® Restated*
2007 2006 2007 2006 2007 2006
£m m £m £m £m £m
Property. plant and equipment 02 G4 (05} on ()] 03
Intangible assets - - (21 (3N 21 aBn
Inventones - - (0 3) (05) (03) @5
Employee benefits — Defined benefit pension schemes 31 65 - - 3l 65
Employee benefits — Long term incentive plan awards 09 12 - 09 2
Fair value provisions 17 25 - 17 25
Losses - Ol - - - Gl
Net deferred tax assets {liabilities) 59 107 {29) {37} 30 70

* See note 12
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|6 DEFERRED TAX ASSETS AND LIABILITIES (CONTINUED)

Company
Assets Liabilrues Net
2007 2006 2007 2004 2007 2006
£m fm £m {fm £m £m
Property plant and equipment - - (02) 0y {02) 02
Employee benefits — Defined benefit pension schemes 3i 65 - - 31 65
Employee benefits — Long term incentive plan awards 09 |2 - - 09 12
Net deferred tax assets {liabiles) 40 77 02 0o 38 75
Movement in temporary differences during the year
Group
Defned Long term
Property benefit incentive
plantand  Intangble pension plan  Fair value
equipment assets  Inventones schemes awards  provisions Losses Total
£m £m £m fm £m £m
At | January 2006 - {I5) c6) 85 0l 19 ol 85
Recognised 10 income 03 04 0l (4 03 {4 - (10)
Recognised in equity - - - (20 08 - - {(12)
Ansing on acquisitions® - (20) - Q7 - 20 - 07
Balance at 31 December 2006 03 BN ©3 65 12 25 a1 70
Recognised in income 0é) {0 02 0% ol (15} on (18}
Recognised in equity - - (25) G4 - - {29
Ansing on acquisitions - - - - - 07 - 07
Balance at 3| December 2007 (03) 21) (03) 31 09 ) 7 - 30
* Restated — see note 12
Company
Defned  Long term
Property. benefit incentive
plant and pension plan
equipment schemes awards Total
£m £m £m £m
Balance at | January 2006 on 39 0l 39
Recognised in income on 46 04 49
Recognised in equity - (20) 07 (!3)
Balance at 31 December 2006 02} 65 12 75
Recognised in income - 09 Ql ©8)
Recagnised n equity - (25) 04 (29)
Balance at 3| December 2007 (0 2) 31 09 38
17 INVENTORIES
Group
2007 2006
fm £m
Commercial development land anc work in progress 326 445
Building work in progress 79 64
Other stock K 07
42 | 516
18 CONSTRUCTION CONTRACTS

Contracts in progress at the balance sheet date comprise cumulative costs incurred plus recognised profits less losses of £2 4 milien (2006
£1 8 million} less cumulatve progress billings received and recewable of £24 million (2006 £1 7 milhon)

The net balance 1s analysed into assets and habiities as follows

Group
2007 2006
fm £m
Contracts in progress at the balance sheet date
Construction trade receivables included within rade and other receivables {note 19} 547 526
Payments on account included within trade and other payables (note 27) (150) {73)
397 453
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Group Company
Restated*
2007 2006 2007 2006
£m £m £m £m
Construction trade recevables 547 526 - -
Other trade recenvables 863 562 -
Retentions 337 26 - -
Amounts owed by group undertakings - - 243 249
Non-trade recewvables 52 46 13 08
Prepayrnents and accrued income 445 258 22 25
2244 1653 278 282
* See note 12
20 CASH AND NET DEBT
Group Company
2007 2006 2007 2006
fm £m £m £m
Bank balances 430 442 - 323
Bank overdrafis - {15 - -
Cash and cash equivalents in the cash flow statements 430 427 - 323
Non-current interest beanng loans and borrowings (457) (26 6) (806} -
Current interest bearing loans and barrowings (26) (43) - (24)
Net (debt) cash (53) 116 {80 6) 299
Reconciiation of net cash flow to movement in net debt.
Increase in cash and cash equivalents in the year Q3 136 (323) 169
Cash (inflow) outflow from change in debt (151} (80 (78 2) 26
Change 10 net debt resulting from cash flows (148) 316 (1105) 195
Debt acquired 21 (48) - -
Movemenit in net debt (169) 268 (110 5) 195
Net cash {debt} at | January 16 (153 299 104
Net {debt) cash at 31 December (53) 116 (80 6} 299
2} CAPITAL AND RESERVES
Reconciliation of movement in capital and reserves
Group & Company Group  Company
Share Share Other Retained Retained
caprtal premium reserves earmings earmings
£m fm £m £m £m
Balance at 3|1 December 2005 as previously reported 29 267 56 161 91
Pnor year adjustment* - (93) 93 - -
Balance at 31 December 2005 as restated 29 174 149 161 91
Profit for the year - - - 142 -
Other recognised gans - - 46 44
Dwidends - - (36} (36)
Exercise of options - 0l - -
Scrp dividend - 02 - - -
Purchase of own shares held - - - ©o1n o1
Share based payrnents charge - - - 09 09
Tax on share based payments - - - 08 08
Shares ssued for acquisitions 05 - 319 - -
Placing and other fees charged to merger reserve - - (n - -
Balance at 31 December 2006 as restated 34 177 457 329 "7
Profit for the year - - - 197 219
Other recognised gains - - - 51 51
Bwidends - - - Gn sh
Scrip dvidend - 05 - - -
Purchase of own shares held - - (35) (35)
Share based payments charge - - 12 12
Tax on share based payments - - - 02 02
Shares 15sued for acquisiions 0l - 94 - -
Balance at 3| December 2007 35 182 551 505 315
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2| CAPITAL AND RESERVES (CONTINUED)

At 31 December 2007 the issued share capital compnsed |76 579 016 ordinary shares (31 December 2006** [70757 535) with a par value
of 2p The authorised share capital at both 31 December 2007 and 31 December 2006** comprised 412,500,000 ordinary shares The holders
of ordinary shares are entiled to receve dvidends as declared from time to ime and are entstled to one vote per share at meeungs of the
Company

* The premium on shares issued for acquisitions has been restated from share premium to a separate merger reserve shown within other
reserves as merger relief under section 131 of the Comparuies Act 1985 should have applied to the 1ssue of such shares Other reserves
consist of a merger reserve and a capital redemption reserve

** After restating for the 5 for | share split approved by shareholders at the Annual General Meetng on 3 May 2007

QOwn shares held have been reclassified to be shown as a deductien from retaned earmings At | January 2006 £nil million has been reclassified
{31 Decemnber 2006 £0 Imillion)

issued ordinary shares
The following table shows the movement in ordinary shares
Group & Company

2007 2006
mifiion million
At | January 1708 1438
Acquisition consideration 47 259
Share options 09 09
Scrip dvidend 02 02
176 6 1708
22 INTEREST-BEARING LOANS AND BORROWINGS
Non-current llabilites
Group
2007 2006
£m £m
Bank loans 448 248
Obligations under finance leases 0% | 8
457 266
Company
2007 2006
£m £m
Bank loans 806 -
The bank loans are drawn under a 3 year revobang credrt facility expinag in 2010
Current habiliues
Group
2007 2006
fm £m
Loan notes - 24
Obhgations under finance leases 16 21
Bank loans 10 -
26 45
Company
2007 2006
im £m
Loan notes - 24

The loan notes were 1ssued as part consideration for the acquisition of Morrow Heldings Limited and were repaid in full during the year
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23 OBLIGATIONS UNDER FINANCE LEASES

Group
Present value
Minimum of minimum
lease payments lease payments
2007 2006 2007 2006
£m fm £m im
Amounts payable under finance feases
Within one year 16 19 16 '8
In the second to fifth years inclusive 10 213 09 21
L.ess future finance charges on 03) nfa nfa
Present value of lease obligations 25 39 25 39
Less amount due for settlernent within 12 months (shown within current liabilities) (1 8) {21)
Amount due for settlement after 12 months 09 18

The average lease term 15 3 years For the year ended 31 December 2007 the average effective borrowing rate was 6 75% Interest rates are
fixed at the contract date Al leases are on a fixed repayment basis and no arrangements have been entered into for contingent rental
payments

All lease obhigations are denominated In sterling The far value of the Group's lease oblgations approximates to their carrying amount The
Group's obligations under finance leases are secured by the lessors’ charges over the leased assets

24 FINANCIAL ASSETS AND LIABILITIES

The Group's man financial nstruments comprise bank loans, cash at bank and short term debtors and creditors it continues 1o be the Group's
policy not to engage n speculatve arrangements or ta trade in complex financiat instruments All the Group s activities take place in the United
Kingdom The prncipal purpose of the Group's financial nstruments is to raise finance for the Group's operations Whilst bulding actvities are
cash generative the development and maintenance activities are cash consumptive

Capual management

The Group's policy 1s to maintain a strong capital base The Group finances rts operations through retained earnings, bank borrowings and the
management of warking capital Acquistions are funded through both issue of equity and bank borrowings The Group purchases its own
shares on the market which are held in trust and are intended to be used for 1ssuing shares under the Groups share based incentive schemes
The Group intends to continue to follow its policy of increasing dividends to ordinary shareholders broadly in ne with EPS growth

Management of financial msk
The Group considers its major financial nisks to be hquidity risk, interest rate risk and credrt risk.

Liquidicy risk

It is Group policy that funding required by subsidiary companies is provided through the Group's centralised banking facilites At 31 December
2007 the Group had net debt of £5 3 million (2006 ret cash of £11 6 million) At the year end, the Group had £48 2 milion (2006 £68 |
million) of available cash balances and undrawn committed bank borrowing facilities avallable

Interest rate risk

The Group's policy is to accept a degree of interest rate risk as long as the effect of interest rate changes remains within certain parameters
The Group does not currently enter into any arrangements that fixes, caps or collars the rate of interest on any portion of debt All
borrowings are at floating rates and interest payments are made quarterly

Credit sk

The plc finance team 1s responsible for managing the Group s exposure with banks and other institutions 1t 1s Group policy that transactions
are only permnted with approved counter parties and dealing imits take account of ratings prowided by the major credit rating agencies Cred:t
risk 15 monitored by management from the date of entenng into transactions with approved counter parties to the date of settlement
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24 FINANCIAL ASSETS AND LIABILITIES (CONTINUED)
The Groups financial assets and habilties excluding short term debtors and creditors and the weighted average interest rate dunng the year
then ended all of which are denominated in sterling, were as follows

2007 2006
Weighted Weighted
average average
interest interest
rate Total rate Total
% fm % £m
Owerdrafts nfa - 565 (15)
Loan notes nfa - 577 (24)
Bank loans 652 (45 8) 565 (24 B)
Obligations under finance leases 675 25 675 39
(48 3) (326)
Cash at bank 430 442
Net (debt) cash {53) 116

The Group's only financial assets are its trade recenvables The ageing of wrade recevables at the reporting date was

Group

2007 2006

£m fm

Not past due date 631 412
Past due date 0-30 days 217 L7
More than 90 days overdue 32 44
880 573

Provision {17) (n
Other trade recenvables {(see note |19) 863 562

The Groups provision for impairment in respect of trade receivables I1s based upon specific crcumstances of each transacton at the reporting
date Included within trade receivables at the year end 1s £23 2 million {2006 £150 million) which is past the due date but not provided for
management has no indication that these amounts will be recoverable

The movement In the prowision duning the year was as follows

Balance at | January i Il

Acquired 04 03
Recogrised in profit and loss 02 {03)
Balance at 31 December 17 11

The farr value of the Groups financial assets and habilties inciuding short term debtors and creditors 1s not considered to be materialty
different from thewr book values

25 DEFINED BENEFIT PENSION SCHEMES

The Group participates in three defined benefit pension schemes the Rok property solutions Group scheme (RPSGS), the Liewellyn Group
scheme (LGS) and Stanplan F — Rok plc {SFR) (formerly Stanplan F —Tulloch Limited) All schemes are closed to new members and to future
service accruals

Liability for defined benefit obligauons
Group & Company

2007 2006

£m im

Present value of defined benefit obligations (822) (880)
Fair value of scheme assets 712 665
Recogrised babiity for defined benefit obligations (1o (215}
Deferred tax asset 31 65
Net liability for defined benefit cbligations (79) {150}
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Mevements in the present value of defined benefit obhgatons

Group Company 0
2007 2006 2007 2006 e}
£m £m m £m g
At | fanuary (880) {789) (88 0) (340) 3
New schemes opening position at date of transfer - (12.2) - (57 1)
Interest cost (45) 39 {45) (39
Benefit paxd 28 21 28 21
Actuarial gains 75 49 75 49
At 3! December (82 2) {880) (82 2) (880)
Movements in the fair value of scheme assets
e
At t January 665 507 665 210 g
New schemes opening position at date of transfer - 98 - 395 [
Expected return on scheme assets 41 31 41 31 b
Contributions from the sponsoring companies 33 33 313 33 2
Benefits pad (28) 2hn 28) 2n 2
Actuaral gans 0l |7 0l |7
At 31 December 712 665 712 665
Net finance charge {note 7)
Group & Company
2007 2006 -
{m £m 3
Expected return on schemes assets 41 31 a
Interest on liabilities (4 5) 39 B
04 (08) 3
[
Income recogmsed in the statements of recognised income and expense 2
Actuarial gains 76 66
Deferred tax {23) 20)
53 46
Actuanal assumpuons 9
Principal actuanal assumptions at the balance sheet date expressed as weighted averages where applicable -‘E
3
[
Group & Company a
2007 2006 ®
Discount rate 58% 32%
Future salary increases (LGS scheme only} 39% 36%
Inflation assumption 34% 3%
Mortality tables 1992 (PMA and PFA) 1992 (PMA and PFA)
Scheme assets
Group & Company Y
Return at Value at Return at Value at B
31 December 3| December 31 December 31 December o
2007 2007 2006 2006 =
£m fm g8
Equites 76% 454 70% 425 g
Bonds 58% 78 S¥% 74 i
Fixed Interest 53% 122 45% 15 (4
Index hnked 53% 50 45% 46
Property nfa 0l nfa 0l
Cash 55% 07 50% 04
Totai market value of assets 712 665 @
1)
The actual return on Group & Company scheme assets was £4 2 millon (2006 £48 million) §
%
@
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25 DEFINED BENEFIT PENSION SCHEMES (CONTINUED)

The differences between previous actuanal assumptions and what has actually occurred, known as experience adjustments, are as follows

2007 2006 2005 2004 2003
£m £m £m £m £m

Group
Present value of defined benefit obligations (822) (880) (789) (667} (60 3)
Fair value of scheme assets 712 665 507 415 362
Deficit in the schemes (10 (21 5) (282) (252) (24 1)
Expenence adjustments on scheme labilities
Amount 00 00 07 (17} 19
Percentage of scheme liabilities 00% 00% 09% 25% 312%
Expenence adjustments on scheme assets
Amaount 01 |17 50 | 4 27
Percentage of scheme assets 01% 16% 99% 34% 75%
Company
Present value of defined benefit obligations (822) (88 0) (340) 279 (264)
Farr value of scheme assets 712 665 210 176 158
Deficit In the schemes (110) (21 5) {130) (103) (106)
Experence adustments on scheme labilities
Amount 00 00 04 ©nH ©n
Percentage of scheme liabilities 00% 00% 12% 04% 0 4%
Experience adjustments on scheme assets
Amount ot 17 20 0é 10
Percentage of scheme assets 01% 26% 95% 34% 63%

The estimated amounts of contrbutions expected to be paid to the three defined benefit schemes during the 2008 financial year s £3 6

mlion

26 EQUITY COMPENSATION BENEFITS
Option Schemes

The Company operates an approved Long Term Incentive Plan (LTIP) and also has an approved Save as You Earn Scheme Further details of

the schemes can be found In the remuneration report on pages 54 and 55

Options over 4 040 546 ordinary shares were outstanding at 3| December 2007 as follows

Shares

Date of grant Option under Exercisable

price option between

Sharesave scheme 30 August 2001 229 52935 0111048300409
LTIP Scheme 2001 17 Aprit 2001 - 135950 From 160404
LTIP Scheme 2002 1l March 2002 - 67130 From 100305
LTIP Scheme 2003 |7 Apri 2003 - 134,427 From 160406
LTIP Scheme 2003 6 October 2003 - 2,500 From 05 1006
LTIP Scheme 2004 26 April 2004 - 449,613 From 2504 07
LTIP Scheme 2004 8 October 2004 - 15477 From 07 1007
LTIP Scheme 2005 28 Apri 2005 - 790,245 From 270408
LTIP Scheme 2005 23 Novernber 2005 - 35,600 From 221108
LTIP Scheme 2006 4 May 2006 - 1180885 From 030509
LTIP Scheme 2006 17 August 2006 - 40420 From 160809
LTIP Scheme 2007 & March 2007 - B20 145 From 0503 |0
Deferred Bonus Scheme 2007 & March 2007 - 282810 060310& 0609 10
LTIP Scheme 2007 3 October 2007 - 35,409 from 02 1010
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2007 2006

Weighted Weighted

average average

2007 opton price 2006 option price

No pence No pence

Options outstanding at | January 3,876,805 08 3065870 55
Options 1ssued 1,138,364 - 1,338 365 -
Options exercised (1,297.850) - (749 380) 157
Options lapsed (69.721) - (212,770} 02
Changes in share option scheme performance conditions 392,948 - 434720 -
Options outstanding at 31 December 4,040,546 03 3876805 08
Exercisable at the end of the period 773,435 16 i,143,780 27

During the year, 863,620 opuons in the LTIP scheme 2002 were exercised at a weighted average market pnce of £1 94 per share, 324 230
options in the LTIP scheme 2004 were exercised at a weighted average market price of £2 34 per share and | 10000 options in the Executive
share option scheme were exercsed at a weighted average market price of £1 94 per share The Group receved proceeds of £18 260 in

respect of the 110,000 options exercised in the Executive share option scheme

A stochastic model has been used to value the awards set out below

LTIP Scheme 2007

LTIP Scheme 2006

Dates of grant 3 October 6 March 17 August 4 May
2007 2007 2006 2006
Number of options granted 35,409 820,145 40420 | 297 945
Weighted average far value at date
of grant (per option) £089 £070 £033 £024
Woeighted average share price on date of grant £194 £177 £122 £l16
Weighted average exercise prce Nl Nl Nl Nil
Expected term (from date of grant) 3 years 3 years 3 years 3 years
Expected volatility 2% 24% 240% 240%
Expected dmidends 15% | 6% 21% 2%
Risk-free interest rate 52% 52% 49% 4 8%

Expected volatity was determined by caleulating historical volatiity of the Group's share price in the three years prior to the date of grant.

27 TRADE AND OTHER PAYABLES

Group Company
Restated*
2007 2006 2007 2006
£m £m fm £m
Payrments on account 150 73 - -
Trade payables 854 846 03 30
Amounts owed to group undertakings - - 56 284
Non-trade payables 119 126 013 02
Aceruals and deferred income 1495 1069 40 32
261 8 2114 102 348
* Seenote 12
28 OPERATING LEASES
MNon-cancellable operating lease rentals are payable as follows
Group
2007 2006
£m £m
Less than one year 61 41
Between one and five years 167 103
More than five years 170 123
tess rental sncome from subleases (25) ©H
373 258

Operating lease payments represent rentals payable by the Group for properties, plant and machinery and vehicles
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Notes to the consolidated financial statements - continued

29 CONTINGENCIES

OFT invesugauon

As part of the Office of Far Trading's (OFT) ongoing and wide ranging review on tender activity in the construction sector two subsidiares
within the Group have receved enquines from the OFT in respect of a small number of tenders which relate to periods prior to their
acquistion by the Group Appropnate warranties and indemnities were obtained at the tme of the respective acquisiions and bath
subsidiarnes are cooperating fully with the OFT in their investigation Taking account of the warranties and indemniues obtained we do not
expect the outcome of the OFT invesugaton to have a materal adverse effect on the Groups financial position or resuits

Group guarantees

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its Group, the
Company considers these 1o be nsurance arrangements, and accounts for them as such In this respect, the Company treats the guarantee
contract as a contingent labilty untd such time as it becomes probable that the Company will be required to make a payment under the
guarantee

Performance bonds
There are contingent lrabrities in respect of performance bonds entered into In the normal course of business

30 RELATED PARTIES

Idenury of related parues

The Company has a controlling related party relatonship with its subsidiary companies (see note 31) The Group also has a related party
relationship with 1ts joint ventures (see note | 5), with rts directors and key management personnel and with the Tulloch Limited group of
companies

Transacuons wath directors
Directors of the Company and ther mmediate relatives contro! 0 5 per cent of the voting shares of the Company

Dunng the year the Group companies entered into the following transactions, all of which were on 2n armss length basis, with directors and
therr related companes
Amounts owed

Provision of goods by related party
and services at 3| December

2007 2006 2007 2006

£'000 £000 £000 £000
Directors
Chris Bailey 2l - - -
Sue Moore 2 - 2 -
John Samuet 21 - - -
Garvis Snook 128 - - -
Related companies*
Tulloch Limited - - - {1163)
Tulloch Homes Group Limited 10,75% 2379 947 1308
Tulloch Homes Express Limited 2,751 1,459 207 304
Stackbuie Uimited 1,055 62 120 15
Duncraggie Umited 167 - - -
Argyll & Sutherland Properties Limited 25 363 6 423
Home Farms Limited 2l - - -

* All of these companies are related parties of the Group as David Sutherland, a non-executive director of Rok plc dunng the year, holds a
controlling interest in Inverness Holdings Limited the parent company of these companies

Remunerauon of key management personnel

The Groups executive team who are the key management personnel of the Group 1s comprised of four executive directors Their
remuneration is set out In aggregate below Further information i1s provided in the audited part of the directors remuneration report on pages
5610 39

2007 2006

£m fm

Short term employee benefits 213 20
Other long term benefits 15 03
Post employment benefits 0l G
39 24

www rokgroup com
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QOther related party transacuons

Subsidianies

During the year, the Company prowvided adminustrative services to subsidiary undertalungs totaling £11 2 million (2006 £8 8 million) At 31
December 2007 the Company was due £130 million from its subsidiary undertakings (2006 owed £11 3 milion) Amounts due are repayable
an demand and are not interest bearing

Jont ventures

During the year, joint ventures purchased goods and services from the Group in the amount of £6 | million (2006 £25 million} and at 31
December 2007 joint ventures owed the Group £nil milion (2006 £1 4 milion) Transactions with jomnt ventures are priced on an arm's length
basis Duning the year ended 3| December 2007 the Group received a dividenc of £07 million (2006 £ni million) from joint venture
companies

Parent company guarantees

Guarantees for performance are given by the Company in the normal course of business in support of subsidiary companies The Company
has also provided composite guarantees to bankers and bondsmen in respect of the liablities of certain subsidiaries in recognition of banking
and bond arrangements respectvely ansing in the narmal course of business Support vanes from tme to time and as a result 1t is not
practicable to quantify the total potential exposure at any one point in time No liabilty 1s expected to anse under these guarantees

31 GROUP ENTITIES
The principal wholly owned subsidiaries, affecting the results for the year and the net assets of the Group are as follows

Significant subsidianes Registered

Rok Bullding Limuted England and Wales
Rok Developrnent Limited England and Wales
SOL Construction Limited England and Wales
Avonside Electrical Services {(North East) Limited England and Wales
Avonside Plumbing & Heating (North West} Limited England and Wales
Avonside Plumbing & Heatng (North East) Limied England and Wales
Avonside Plumbing & Heating (Yorkshire} Limited England and Wales
Avonside Plumbing & Heating (Scotland) Limited Scotland

Corne Group Limited Scotland

LAS Plant Lirmited Scotland

Rok Cwal Engineening Limited Scotland

Tulloch Transport Limited Scotland

All of the sigruficant subsidianes have a year end of 31 December with the exception of SOL Construction Limited which has a year end of 31
March
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Independent auditors’ report to the

members of Rok plc

We have audited the Group and parent company financal statements
(the "financial statements™) of Rok ple for the year ended 31
December 2007 which comprise the consohdated income statement,
the Group and parent company balance sheets, cash flow statements
and statements of recognised iIncome and expense, and the related
notes These financial statements have been prepared under the
accounting policies set out therein Ve have also audited the
nformation in the Chrectors’ Remuneration Report that 1s descnbed
as having been audted

This report 15 made solely to the company s members as a body, in
accordance with section 235 of the Companies Act 1985 Our audit
work has been undertaken so that we might state to the company's
members those matters we are required to state 1o them in an
auditors report and for no other purpose To the fullest extent
permitted by law we do not accept or assume responsibility to
anyone other than the company and the company s members as a
bady. for our audit work, for this report, or for the opinions we have
formed

Respecuve responsibilities of directors and auditors

The directors’ responsibilities for prepanng the Annual Report and
the financial statements in accordance with apphcable law and
international Financial Reporting Standards (IFRSs) as adopted by the
EU, and for preparing the Directors’ Remuneration Report in
accordance with applicable law are set out in the Statement of
Directors’ Responsibilities on page 49

QOur responsibility is 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)

We report to you our opinion as to whether the financial statements
give a true and far view and whether the financial statements and the
part of the Directors' Remuneration Report to be audited have been
properly prepared in accordance with the Comparies Act 1985 and,
as regards the Group financial statements, Article 4 of the IAS
Regulation We also report to you whether in our opinion the
nformation given in the Directors’ Report 1s consistent with the
financial statements The nformation given n the Directors' Report
includes that specific information presented in the Chairmans
Foreword and the Business and Financial Reviews that are cross
referenced from the Principal Activities section of the Directors'
Report.

In addition we report to you If in our opinion, the company has not
kept proper accounting records, If we have not receved all the
information and explanations we require for our audit, or if
infermation specfied by law regarding directors’ remuneration and
other transactions 5 not disclosed

We review whether the Corporate Governance Statement reflects
the company's compliance with the nine provisions of the 2006
Combined Code speafied for our review by the Lisung Rules of the
Financial Services Authority, and we report if it does not We are not
required to consider whether the board's statements on intemal
control cover all risks and cantrols, or form an opinion on the
effectiveness of the group's corporate governance procedures or its
nisk and control procedures

www rokgroup com

We read the other information contaned in the Annual Report ang
consider whether 1t 1s consistent with the audrted financial statements
We consider the implications for our report If we become aware of
any apparent russtatements or matenal inconsistencies with the
financial statements Qur respensibilities do not extend to any other
informatien

Basis of audit opinion

We conducted our audit in accordance with International Standards
on Auditing (UK and Ireland) 1ssued by the Audiing Practices Board
An audit includes examination on a test basis of evidence relevant to
the amounts and disclosures in the financial statements and the part
of the Directors' Remuneration Report to be audited It also includes
an assessment of the significant estinates 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
Company's cireurnstances, consistently applied and adequately
disclosed

We planned and performed our audit so as to cbtan all the '
information and explanations which we considered necessary in

order to provide us with sufficient evidence to gve reasonable

assurance that the financial statements and the part of the Directors’

Remuneration Report to be audited are free from matena! '
misstatement, whether caused by fraud or other irregulanty or error

In forming our opinion we also evaluated the overall adequacy of the

presentation of information in the financial staterments and the part of

the Directors' Remuneration Report to be audited

Opinion
In our apinion

* the Group financial statements give 2 true and fair view in
accordance with [FRSs as adopted by the EU of the state of the
Group's affairs as at 3! December 2007 and of its profit for the year
then ended,

* the Group financial statements have been properfy prepared in
accordance with the Comparies Act 1985 and Article 4 of the IAS
Regulation

* the parent company financial statements give a true and fair view,
in accordance with IFRS as adopted by the EU as appled in
accordance with the prowvisions of the Companies Act 1585 of the
state of the parent company's affars as at 31 December 2007,

* the parent company 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

* the information given in the Directors' Report 1s consistent with

the financial stateﬁenﬁ p

Aud Plc
Cha.rtered Accountants
Registered Auditor
6 March 2008
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Q
i
=
3
2007 2006 2005 2004 2003
Restated*
£m fm £m £m £m
Income statement
Revenue 950 | 689 3 5558 4945 3800
Gross profit 1025 746 626 55 4 406 z
Administrative expenses (71 6) {525) (432) 417 (289) 3
Share of post tax resutts from joint ventures 02) 08 - 04 - &
it
Profit from operations 307 229 19 4 141 F17 2
2
Analysed as
Adjusied operating profit 341 253 201 163 131
Intangible asset charges (34) (13) 04 (13) (4
Other separately disclosed iterns - (rn (03) (09) -
Profit from operations 307 229 154 141 17 I
(Y]
3
Finance costs Z4) {29) 33 (24) (16) 8
Profit before tax 283 200 161 7 101 ¢'|<T
o
z
Income tax expense (8 6) (58) (44) (37 (33
Profit for the year 197 142 17 80 68
Dividends (51) 36) (27) (19} (I 6)
]
Earnings per share 2
Basic Il 5p 94p 85p 63p 54p 3
Other separately disclosed tems - 050 Olp 04p - §
Intangible asset charges | 5p Oép 02p | Op | Ip @
Adjusted 130p 105p 8 8p 77p 65p
Diluted 1 2p 92p 83p 61p Slp
Dridends per share J4p 28p 24p | 7p [ 3p
Z
Balance sheet a
Non-current assets 1480 4 648 454 322 :—'
Net current assets 389 40 | 562 308 218 B
Total assets less current habilties 1869 i515 1210 762 540 1
[1:]
3
Non-current habilities (48 6) (303) (415) (I50) (92) ¢
Provistons (110 (215) (282) 252) (174)
Net assets 127 3 997 513 360 274
w
=
Net cash {debt) (53} 6 (152) 99 (26) j—;;_
o
* See notes 12 and 2| o
a

2004 - 2007 have been presented in accordance with EU endorsed IFRSs 2003 has not been adjusted to reflect differences

between UK GAAP and EU endorsed IFRSs

Comparative figures for earnings per share and dwidends per share have been restated due to the 5 for | share spiit

www rokgroup com




90 Rok plc annual report 07

Shareholder information

GENERAL ENQUIRIES
The Company welcomes contact with shareholders, brokers,
analysts and other parties requining information about Rok

Information on the Company can be found on our website
www rokgroup com and you can contact us on email at
info@rokgroup com

If you have any questions about the Company, you can
contact Garvis Snook, Ashley Martin or the Group's senior
independent director; Gillian Camm, at Rok City Office, 5
Lloyd's Avenue, London, EC3N 3AE

Contact details for the Rok offices around the United
Kingdom are shown on page 92 of this Annual Report.

SHARE PRICE AND GROUP INFORMATION

The Rok plc share price, together with copies of the
Company's annual and interim reports and presentations to
analysts and institutional shareholders, can be found on the
Rok website www rokgroup com The website's Investor
Relations section contains extensive information and a
number of tools which may be of interest to investors

The Company's share price 15 also histed in the appropnate
sections of several national newspapers under the
‘Construction and Materials' classification, on page 230 on
Ceefax or by caling the FT Cityline on 0906 843 0000 and
using code 2411 Calls to this service are charged at 60p per
minute (plus VAT} at all times

SHAREHOLDER ENQUIRIES

Shareholders who wish to contact the Company on any
matter relating to their shareholding are invited to contact the
Company's Registrars, Computershare Investor Services PLC,
PO Box 82,The Pavlions, Bndgwater Road, Bristo! BS99 7NH
Computershare has a dedicated telephone number for Rok
shareholders which enables shareholders to access both
specific and genenc information, request forms to be posted
to therr registered address or access information about the
share price The telephone number for this service 1s

0870 707 1274

Computershare Investor Services gives shareholders access to
view their shareholdings online To register click on Investor
Centre on the Computershare home page

www computershare com and follow the instructions

SHARE PRICE PERFORMANCE

This graph shows the share price performance of Rok plc in
comparison with the performance of the FTSE All Share Index
and the FTSE Construcuon and Materals Index over the past
five years

WWW rokgroup com
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FTSE Construcuon and Matenals Index
FTSE All Share Index
Rek plc

ANALYSIS OF SHAREHOLDERS AT 3| DECEMBER 2007
By size of shareholding

Range Number of holders |% of total shares
| - 10000 1,578 3

10,001 - 100,000 496 9

100001 - 250000 84 8

250,001 - 300,000 44 9

500,001 - 1,000,000 J40 16

1,000 00} and above |36 55

Total 2,278 100

By type of shareholder

e e e e
Eg;:ia:s 1340 59 16
Insttutional and 938 4| 84
corporate holders

Total 2,278 100 100

NEW DIVIDEND REINVESTMENT PLAN

In previous years, shareholders have been given the
opportunity to receve their dvidend in new ordinary shares
instead of cash under the scrip dividend scheme The Board
has decided to replace the scrip dvidend scheme with a
dividend reinvestment plan (the Plan)

The Plan will enable shareholders to reinvest their cash
dvidend to purchase Reok shares on the market, rather than
shares being newly created as was the case under the scrip
dividend scheme Elections to join the Plan must be received
by the Company's Registrars by no later than |7 April 2008
Once you have elected to join the Plan, your instruction will
be applied to all future dvidends, unless you adwse the
Registrars n writing




Full details are contained in the Charrman's Annual General
Meeting letter and the accompanying crcular being sent 1o
sharehotders with this Annual Report

ELECTRONIC PROXY VOTING

To lodge your proxy vote via the internet, log on to

www uk computershare com/investor/proxy You will need the
Shareholder Reference Number and PIN number printed on
your form of proxy where you wilt find full instructions on
how to use this service

SHARE DEALING SERVICES
The following share dealing services are avallable through our
Registrars, Computershare tnvestor Services PLC

Internet share dealing

Please note that, at present, this service 1s only available to
shareho!ders in certan European junisdictions This service
provides shareholders with an easy way to buy or sell Rok plc
ordinary shares on the London Stock Exchange The
commission 1s O 5%, subject to a minimum charge of £15 In
addition stamp duty, currently O 5%, 1s payable on purchases
There 15 no need to open an account In order to deal Real
time dealing 15 avallable during market hours In additien there
15 a convenient faality to place your order outside of market
hours Up to 90 day imit orders are available for sales

To access the service log on to

www computershare com/dealing/uk. Shareholders should
have their Shareholder Reference Number (SRN) avalable
The SRN appears on share certificates A bank debit card waill
be required for purchases

Telephone share dealing

Please note this service is, at present, only avalable to
shareholders resident in the UK and Ireland The commission
15 1%, subject to a muimimum charge of £15 In addition stamp
duty, currently 05%, 1s payable on purchases The service is
avallzble from 8 00am to 4 30pm Manday to Friday, excduding
bank helidays, on telephone number 0870 703 0084
Shareholders should have their Shareholder Reference
Number {SRN) ready when making the call The SRN appears
on share certficates A bank debit card will be required for
purchases Detaled terms and condrtions are available on
request by telephoning 0870 703 0119

Rok ple annual report &7 91

These services are offered on an execution only basts and
subject to the apphcable terms and condiuons This 1s not 2
recommendation to buy, sell or hold shares in Rok plc
Shareholders who are unsure of what action to take should
obtain iIndependent financial advice Share values may go
down as well as up which may resch in a shareholder
recemng less than hefshe ongnally invested

To the extent that this statement 1s a financial promotion for
the share dealing service provided by Computershare Investor
Services PLC, it has been approved by Computershare
Investor Services PLC for the purpose of Section 21(2){b)

of the Financial Services and Markets Act 2000 only
Computershare Investor Services PLC 1s authorised and
regulated by the Financial Services Authority Where this has
teen received in a country where the provision of such a
service would be contrary to local laws or regulations, this
should be treated as information only

SHAREHOQLDER SECURITY

Sharehclders are adwised to be very wary of any unsolicried
advice, offers to buy shares at a discount, or offers of free
reports about the Company If you receive any unsolicited
investment adwvice you can check that the persaon or
organisation Is properly authonised by the FSA at

www fsa govukiregister More detalled information can be
found on the FSA website at www moneymadeclearfsa gov uk/

2008 Financial Calendar

Announcement of results 6 March 2008
Ex-dividend date 2 April 2008
Dwidend record date 4 Apnil 2008
Annual General Meeting I May 2008
Final dvidend date 9 May 2008
Interim results announced August 2008
Interim dividend paid October 2008

www rokgroup com
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Contact points

PLC OFFICE

London

0207977 7980

BUILDING AND MAINTENANCE OFFICES

Aberdeen 01358 725800 Taunton 01823 446020
Ayr 01292 521082 Teesside 01642 616616
Birmingham Central 0121 236 5050 Thurso 01847 893894
Birmingham East 0121 786 1616 Torquay 01803 616171
Bolton 01942 811849 Truro 01872 243600
Brighton 01273 391193 Wakefield 01924 248350
Bristol North 0117 941 5710 Warwick 01926 417417
Bristol 01275 378800 Yeowil 01935 424444
Chester 01244 852400 York 01653 699999
Crawley 01293 643100

Eastbourne 01323 514100

Edinburgh Q131 335 3300 PLUMBING, HEATING AND ELECTRICAL OFFICES

Elgin 01343 548488

Exeter 01392 354030 Bilingham 01642 370662
Fort William 01397 702299 Cottingham 0870 1125 308
Gatwick 01293 569146 Dundee 01382 B16272
Glasgow Central Q141 420 7600 Elgin 01343 548488
Glasgow North East 0141 779 7000 Fort Willam 01397 702293
Grimsby 01472 361338 Glasgow 01355 237021
Harlow 01279 408241 Inverness 01463 250883
Inverness 01463 701400 Leigh 01942 676341
Liverpool 0151703 7770 Rotherham 01709 720602
London Bermondsey 020 7237 9634 Thurso 01847 893894

Londen Dartford

01322 297500

Londen Hackney

020 8806 6271

London Heathrow

020 8745 6682

DEVELOPMENT OFFICES

Macclesfield 01625 613530 Exeter 01392 361600
Manchester 0161 877 1411 Manchester Q161 833 9456
Mitton Keynes 01908 679222

Newcastle North 0191 265 1631 GROUP SUPPORT CENTRES

Newcastle South G121 495 6200

Nottingham 0115961 3100 Insurance Mantenance Contact Centre Q1623 827627
Oxford 01845 305950 National Mantenance Contact Centre 0870 608 0717
Plymouth 01752 237500 Rok Finance Serwice Centre 0870 735 7600
Poole 01202 731144

Preston 01772 259559 REGISTERED OFFICE

Reading 01189 323300 Rok plc

Rotherham Q1709 720602 Rok Centre, Guardian Road, Exeter Business Park, Exeter EXI1 3PD
Solent 0148% 569500 t 01392 354000

Stafford 01785 221830 Company number 358466

Stirling Q1786 457000

wwwrokgroup com
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