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As an AIM listed Company, Montpellier is not reqguired te follow the
provisions of the Combined Code, as set out in the Financial Services
Autharity's Listing Rules. However, the Directors recognise the
importance and support the principles of good corperate governance as
centained within Section 1 of the Combined Code {the “Code“). The
Board considers that the Company has complied with the Code
throughout the year except where mentioned below.

The Bvard constitution aitd procadtres

The Directors at the date of this Report are set out on page 45 and
prafiles of each Director are set cut below:

Cedric Scroggs — Chairman, 61, appointed to the Board as a non-
executive Director in September 1990 and as non-executive Chairman in
March 1999, He has held executive Directorships at Fisons, BL Cars and
Cadbury's and non-executive Directorships at Caradon, Huntsworth and
Genus. Cedric is currently Deputy Chairman of Sarginsons Plc.

Peter Gyllenhammar - Deputy Chairman, 49, a Swedish citizen, joined
the Board as a non-executive Director in March 1998 and was appointed
non-executive Deputy Chairman in September 1999. He has a background
as an analyst and corporate finance advisor to several major Swedish
corporations and has interests in a number of UK public companies.

Pauf Seilars — Group Managing Director, 48, appointed to the Board as
Finance Director in December 1996 and as Managing Direcior in
January 2001. He has previously held senior management positions in
Berkeley Group and Heron International. He is currently a Director of
Clubhaus Pic and @ number of private companies.

Roger Feast - Chief Executive of the Construction Division, 50, jeined
the Board in October 1999, as Chief Executive of the Construction
Division, He was praviously a Directar of Jarvis Canstruction (UK Limited
and a regional Director of Birse Construction.

Mr Scroggs, is considered independent within the meaning of the Code.
Mr Gyllenhammar, the Deputy Chairman, although not involved in the
day-to-day operations of the Company, is no longer considered
independent within the meaning of the Code on account of his indirect
sharehalding in Mantpellier Group Plc {see page 20). The Company does
not therefore comply with the provisions of the Code that a majority of
the non-executive Directars be independent. The Directors have
reviewed the composition of the Board and consider that, as a smalter
company, Montpellier is adequately served by two non-executive
Directors. However, this will remain under review. Consequently, the
Oirectors do not feel it is necessary 1o appoint & senior non-executive
Director at this stage.

The Board helds teguiar meetings throughout the year at which it
receives and reviews written and oral reports from the exacutive
Directors. A schedule of matters reserved for the Board’s decision
ensures the maintenance of control over strategic, financial and
aperational matters. In addition, the Board delegates clearly defined
powers to its Audit, General Purposes and Executive Remuneration and
Nomination Committees. Training and advice on Directors’
tesponsibilities is available, as necessary. [n addition, the Directors have
access to the advice and services of the Company Secretary and
pracedures are in place for them to seek independent professional
advice, if necessary, at the Company’s expense.

Terrrevsanicsiion with shanekobdors

Members of the Board have dialogue with individual shareholders during
the year. In addition to the Annual Report and Accounts and the Interim
Statement, the Chairman addresses shareholders at the Annual General
Meeting (“AGM") and invites questions te any member of the Board.

Loing cantorn

The Directors, having made enquiries, are satisfied that the Group has
adequate resources to continue in operational existence for the
foreseeable future and, accordingly, consider it appropriate 1o adopt the
going concern basis in preparing the accounts.

Isvtsrngt santral

The Group has fully complied with the Code (and the Turnbull guidance)
throughout the financial year to 30 September 2002 and up to the date
of approval of the Report and Accounts. The Directors acknowledge that
they have overall responsibility for the Group’s system of internal contral
and for reviewing and manitering its effectiveness. The system of
internal cantrat is designed to manage and mitigate, rather than
eliminate, the risks to which the Company is exposed and therefore
provides a reasonable, but not absolute, assurance against a company
failing to meet its business objectives or against material misstatement
or loss. Cansequently, the Board confirms that there is an ongaing
mrocess for identifying, evaluating and managing significant risks faced

by the Group. The Audit Committee reviews the effectiveness of the
system of internal control and its findings are reported to the Board.
These include:

i) A comprehensive budgeting system requiring operating divisions to
set out their expectations for the next year and subsequent pericds.

This is then reviewed and approved by the Board The Board receives
maonthly reports against this budget.

i) Short-term cash monitoring is achieved by means of menthly
forecasts, which are compared against budget, and previous forecasts

iif) Clearly defined capital investment guidelines and levels of authority
are in place, with certain matters reserved for the Board

iv) There is an organisational structure within which individuals’
respansibilities are identified and menitored.

v) There is a system of self-examination of risk areas and controls by
subsidiaries and departments within the Group.

The Board has considered the need for an internal audit function but for
the time being has concluded it is not warranted in view of the financial
controls within the Group. The position will rermnain under review.

Susdit Coreniites

The Audit Committee members are Mr Scroggs, {as Chairman of the
Committee) and Mr Gyllenhammar, the twa non-executive Directors.
This does not comply with the Code guidance that the Audit Committee
should comprise at least three non-executive Directors. The Audit
Committee holds two meetings a year and normally invites a
representative of the auditors and the executive Directors to attend. The
terms of reference of the Committee include manitoring the auditars’
performance and reviewing accounting policies, internal control and
financial reporting procedures.

Sznersl Purpases Lonumitise

The General Purposes Committee is constituted by the two executive
Directors and considers routine day-te-day business decisions, which are
then reported 1o the Board,

Executive Bannaration and Nominastion Conunitine
Structure

The Bxecutive Remuneration and Nomination Comrmitiee consists of the
two non-executive Directors, Mr Gyllenhammar and Mr Scroggs, with
the latter as Chairman, and meets when necessary during the year. The
non-executive Directors do not have any personal interest in the matters
to be decided by the Committee other than as sharehalders, nor any
potertiat conflicts of interest arising fram cross-direciorships and no day-
to-day involvement in the running of the Company

Terms of referenice

The terms of reference of the Executive Remuneration and Nomination
Committee are as folipws:

(a) To make recommendations to the Board to assist it in its
appointment and retirement of Directors including agreeing thair
letters of appointment setting out their duties, remuneration
andg review terms.,

(b} To review recommendations from the executive Directors on the
averalt remuneration and banefits palicy of the Group, with the
power and authority to amend it if considered appropriate.

(<) To determine the remuneration and benefits, including all bonus
schemes, of the executive Directors and the Directors of
divisional companies and other executives of similar status

(d) To determine the provisional allocation of shares pursuant to the
terms of the Company’s Long Term Incentive Plan ("LTIP*) and
the grant of options under the Company's share option schemes.

Service contracts

The executive Ditectars of the Company, Messrs Sellars and Feast, have
twelve month rolfing term contracts and retire from the Board by rotation
in accordance with the Articles of Assaciation of the Company and,
being eligible, offer themselves for re-election at the forthcoming AGM.

Remuneration policy

The Remuneration Committee’s composition, respansibilfities and
operations comply with the best practice provisions in Schedule A of the
Annex to the Listing Rules of the Finandial Services Authoerity. In
implementing its policy, the Committee has given full consideration to
the pravisions of Schedule B of the Annex to the Listing Rules.

The salaries and remuneration and employment terms of the executive
Directars are determined by the Committes by comparison with salaries
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paid and terms agreed with Directors in similar companies in the same
sector and of a similar size and after a review of the performance of the
individual. It is the aim of the Committee to reward executive Directors
competitively and on the broad principle that they should be in the
range of median o upper-quartile of remuneration paid to senior
management of comparable public comparies. For guidance, the
Committee refers to published survey data. The Board determines the
terms and conditions of non-executive Directors.

Bonuses

The Company provides a discretionary bonus incentive scheme for
Directors and senior executives of the operating companies, linked ta
the performance of the business for which they are respansible. All
perfarmance criteria are subject to approval by the RBemuneration
Committee before payment is made.

Share option schemes

The Lovell 1995 Executive Share Option Scheme wias established and
approved at the AGM of the Company on 24 January 1995. There are
no options outstanding under the scheme and no new options were
granted during the year. The Directors are also entitled to take part in
the Employee Sharesave Scheme (“SAYE") detailed below and cn page
37. Under the terms of the TP the Board has made two conditional
allocations of shares to senior executives. The allocation of the shares
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becomes unconditional after a pericd of three years if the Companys
share price achieves the performance criteria set by the Board. Thare
have been no new allocations of 10p Ordinary Shares to Directors
pursuant to the pravisions of the Company’s LTIP during the year.
Awards were made in 1997 and 1999, the provisional allocations
becoming exercisable after 18 February 2000, and 11 February 2002, on
payment of 18p per share and 10p respectively. The 1997 option must

be exercised before 18 February 2005 and the 1999 aption before 11
February 2007.

The Company's policy t© grant options or awards under the above
schemes is at the Remuneration Committee’s discretion as and when
considered appropriate,

Pansians

The Group provides retirement benefits for executive Directors and
employees through independent pension schemes. The assets of these
scnemes are held by trustees and managed by independent investment
managers. The retirement age of the executive Directors is 62. The
executive Directors were members of the Lovell Pension Scheme, a
defined benefit scherne up until 31 July 2001, and then transferred
active membership to the Montpellier Group Pension Pian, a defined
contribution scheme, Both executive Directors were members of this

scheme throughout the year, however Wr Sellars retains actrued rights
under the deferred scheme.

The Directors’ emoluments, benefits and shareholdings during the year were as follows:-

%, Direcdors” gmolmanis

Notes Salary/fees

Bonuses Benefits Pension Fension Total Total
£000 £080 £000 contributions contributions emal s | ts
2002 2001 2007 2001
£000 €000 £000 €000
Executive Directors
P Sellars 1and 3 197 100 64 12 19 373 243
R Feast 2and 3 157 180 58 12 17 407 209
Non-executive Directors
Fees
CA Scrogﬁs 36 1 - - 37 30
P 1 PV Gyllenhammar 24 - 3 - - 27 24
1 The highest paid Director in 2007 was Mr Sellars who received emoluments of £224,166 {excluding pension contributions).
2 The highest paid Director for 2002 was Mr Feast who received emoluments of £394,457 {excluding pension cantributions).
3 The amount paid by the Company into Messrs Sellars and Feast’s money purchase schemes in 2002 were £12,052 and £12,160 respectively.
2. interests of Divectors in share options and shares of the Company
Options
Ho. of options at Ho. of options at Date of Exercise price Earliest axercise Expiry of
start of year end of year award/grant £ date exerdse periad
30 September 2002 30 September 2002
P Sellars 386,400 386,400 18097 0.1800 18/02/00 18/02/05
383,770 383,770 11/02/99 0.1000 11/02/02 11/02/07
19,076* 19,076 04/08/00 0.1625 01/10/03 31/03/04
R Feast 19,076* 19,076 Q4/08/40 0.1625 01/10/03 31/03/04
C A 5croggs - - - - - -
p 1PV Gyllenhammar -

= Share options granted on 4 August 2000, under SAYE Scheme, which are
Mo options have been granted or exercised during 2007 or 2002

exercisable in October 2003, at an exercise price of 16.25p.

The market price of the Company’s shares at 30 September 2002 was 33.25p and the range of market prices during the year was between 23.25p and 44p.

Shares
30 September 2002 1 Octaber 2001
P Sellars 15,532 11,932
R Feast - -
CA Scrogﬁs 5,000 5,000
P ) PV Gyllenhammar* - -
* See also page 20
3. Dpeciors’ penston informsstion
Age at Years of Acoued Transfer value at Transfer value at Increase in
30 September 2002 service at p at 30 Sep 2002 30 September 2001 transfer value
30 September 2002 30 September 2002 over the year
£ 000 £ Q00 £ 000 £000
Executive Directors
P Sellars 48 5 10 113 102 1"

T N D
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Diirectors’ Report

The Directors present their Report together with the audited accounts of
the Company and is subsidiaries for the year ended 30 September 2002

Principal activities srd business reviaw

The principal activities of the Group are investment, construction and
land and property development. The activities are carried out in the
United Kingdom and USA. More details of these activities, the year's
trading and future developments are contained in the Chairman’s
Statement and the sector business review set out earlier in this Annual
Report. A list of the principal operating subsidiaries and joint ventures of
the Group as at 30 September 2002 appears on page 43.

Rosults snd dividends

The Group made a profit for the year before taxation of £4,851,000
(2001: £3,534,000). The Group profit attributable to shareholders was
£5,067.,000 (2001: £3,613,000). The Directors recommend the payment
of a final dividend cn the Ordinary Shares of 0.6p {2001: 1p), which
together with the interim dividend of 0.5p paid on 15 July 2002, makes
& totah dividend for the year of 1.1p per share {2001 1p). An amount of
£4,205,000 (2001: £3,004,000) has been transferred to reserves.

Financial seview

Shareholders’ funds is made up as follows:

£000
Cash and short term depasits 6,446
Bank [oans and overdrafts (8.845)
Net cash balance (2,399)
Finance leases (381)
Net debt (2,780)
Qther net assets 37114
Equity shareholders’ funds 34,334

Dosivatives and sther Snancal insrursens

The Group's principal financial instruments comprise bank loans, cash
and short-term deposits. The main purpose of these financial instruments
is 1o provide finance for the Group’s operations. The Group has various
other financial instruments such as trade debtors and trade creditors
that arise directly from its operations. The Group also uses forward
exchange contracts and foreign currency borrowings. Their purpose is (o
manage the currency risks arising from the Group’s overseas cperation.
1t is, and has been throughout the period undert review, the Group's
policy that ne trading in financial instruments shall be undertaken. The
main risks arising from the Group’s financial instruments are interest rate
risk, liquidity risk and foreign currency risk.

intaresy rabe risk

The Group borrows in sterling at floating rates of interest under the
terms of the current facility with Barclays Bank plc, Interest rates are
linked to London Inter-Bank Gffer Rate (LIBOR) and Barclays Bank plc’s
base rate, hence enabling the Group o track market interest rates. The
Group also borrows from the Bank of Scotland pic at ficating rates of
interest under separate agreements.

Liguidity risk
The Group's objective is 10 maintain a balance between continuity of

funding and flexibility through the use of overdrafts and bank loans
provided Dy the current loan facilities.

Loan msturity

%

By 30 Septernber 2003 5
By 30 September 2004 -
By 30 September 2007 1
After 30 September 2007 94
100

The Group’s total borrowings at the year end cansist of both bank loan
and overdraft facilities. The overdraft facility is available until 28 February
2003, when it is expected that it will be renewed.

Foreign ey tisk

As a result of the investments in operations in the United States,
movements in the US dollar/steriing exchange rates can significantly
affect the Group's balance shest. The Group seeks to mitigate the effect
of this structural currency exposure by using both foreign currency
forward exchange contracts and foreign currency borrowings to hedge
these investments against currency depreciation, The principal hedging

instrument used by the Group is a bank depesit account of £17.3m
obtained via a US $25m bank loan at a rate of US $1.446. As at

30 September 2002, 50% of the Group's net assets are denominated
in foreign currency.

S$hare capital

The Company has not exercised its power to buy-back its own shares as
approved by shareholders at the last AGM. However, following
sharehalder approval at an Extracrdinary General Meeting {"EGM™) on
27 March 2002, the authorised share capital was increased from
£8,878,494 90 to £10,000,000 by the creation of 11,215,051 additional
Qrdinary Shares of 10p each and 17,461,834 Ordinary Shares of 10p
each were also issued and allotted at 37p per share. A total of 38,442
shares were issued at 16.25p under the Group's SAYE Scheme, resuiting
in a total issued share capital of 78,388,814 as at 14 January 2003.

Sharehsldings
At 14 January 2003, notification had been received of the following

interests, which exceed & 3% interest in the issued share capital of
the Company:

Number of % of issued

Ordinary Shares of 10p share capital

Browalha intetnational BV 22,538,166 23875
Browallia Discount Company Limited 17,461,834 2228
ichan Claesson connected holdings 7,110,723 807

Divpoters’ interests

The interests of the Directars, their wives and infant children in the
shares of the Company and options for shares, all of which were
beneficial interests, were as shown on page 19 at the year end. In
addition, on 18 November 2002, Mr Gyllenhammar exercised his option
to acquire 50% of the issued share capital of Forvaltnings AB Browallia,
the parent company of Browallia International BV and Browallia
Discount Company Limited, the Company's two largest sharehclders
There have been no changes in the Directors’ interests since the year-
end. No Director has any interest in any other Group company. Details

of the Directors’ remuneration and service contracts appear on pages 18
and 19.

Relstad Paky Transsodisns

On 1 March 2002, the Company entered into an agreement, subject to
shareholder approval, to acquire assets from Union L1d. For the purposes
of the City Code on Takeovers and Mergers, Mr Gyllenhammar was
deemed to be a persan acting in concert with Férvaltnings AB Browallia
by virtue of his interest in Forvaltnings AB Browallia which through its
subsidiaries contralled Union Ltd. Mr Gyllenhammar declared his interest
and took no part in the Board's consideration of the proposal. Details of
other transactions with related parties undertaken by the Group during
the year are disclosed in note 32 1o the accounts.

Gowsiions

During the year the Group made charitable donations amounting to

£32,891 (2001: £1C,112). No political donations were made during the
year (2007 £nil).

Lorporais Governance

The Board's statement on Corporate Governance appears
on page 18

Empioyes invoivemant snd policy

The Directors recognise the need for communication with employees at
every level. All employees have access 1o a copy of the Annual Report
and Accounts, which together with staff briefings, internal notice-board
statements and YIL News, keep them informed of the Group's progress.
Details of the Company's share option schemes can be found in note 23
to the accounts. A Company SAYE Scheme was established in 1993 and
the first options were granted on 4 August 2000. The Company has a
LTIP pursuant to which provisional allocations of Ordinary Shares were
made on 18 February 1997 and 11 February 1999, details of which are
set out on page 37.

The Group continues to be cormmitted to the health, safety and welfare
of its emplayees and 1o observe the terms of the Health & Safety at
Work Act 1974, and subsequent legislation and regulations. It is the
palicy of the Group that there shall be na discrimination or less
favourable treatment of employees or job applicants in respect of race,
colour, ethnic or natichal crigins, religion, sex, disability, political befiefs
or marital status. Full consideration will be given tao suitable applications
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for employment from disabled persons, where they have the necessary
at:ulmes and skills for that position, and wherever possible to re-train
emplayees who become dlsabﬁecl 50 thart they can continue their
empigyment in another position, Mumpeiher and 13 supsidianes engage,
promote, and train staff on ﬂ\e Ms of their capabilities, qualifications
and ience, without discrimi giving ali employees an equal
Qpporunity 10 progress within the Group.

Satety, health and environmentat policies

Mantpellier Group Plc continues to strive to improve its safety, heatth
and envirgnmenta! (SHE) standards and performance. The SHE objectives
established by the Group were monitosed regularly throughout the yaar
and these 10 ™ e and

in legislation, “The Group SHE Cmnnmee s chaired by the Chief
Executive of the Construction Division and is responsikle for the
monitering, review and developmern of Group SHE policies,

-All levels of management are required 1 undertake SHE monitoring
“activities, from SHE tours by Directers 10 SHE surveys by senior managers
and SHE inspections by site ard workplace management. These activities
support the Graup'’s policy to ensure management invoiverment in health
and safety performance and supplement the monitoring undertaken by
the Group’s SHE dapartment. This year the Group camied out nearly
2,000 visits to its operational sites, aimost 25% of these were
uncertaken iy the Group's managers.

it is the Group's policy to repor, all acddents regardiess of severity.
Aecident and incident reports are assessed 1o ientify thelr main cause
and analysed 10 iderify wends and areas Jor i i the s2mE
way as for fndings of inspections, tours and surveys. This has enabled
the Group to communicate and co-ordinate SHE improvements
throughout its activities.

The Group recogaises the importance of effactive training to the
lmpmmeni in SHE perfom'\ance Throughout the year the Group

and d internal health and safety courses for
its personnal; in addition over 130 managers successhully completed the
Site Safety Management Training Scheme, a five-day training course
agrredited and certificated by the Construction Industry Teaining Soard.

Sugplier payrment policy

The Group recognises the importance of goed relationships with fts
suppliers and sub-contracters and has established the foliowing
payment policy:

(a) agree payment terms in advance of any commitment being
entered inte;

(b} ensuta suppliers are made aware of these terms by inclusion of the
terms of payment on the order or contract;

(¢} ensure that payments are made in accordance with the terms of
the ¢ontract or ofder praviding that the presented
documentation is complets and accurate.

The Compariy’s average creditor days during the year were 5 days

(2001: 34 days).

Annusl Genersf Mesting

The AGM will be held on 26 February 2003, the Notice for which i set
out on page 46, The Notice contains special business, including the
remewal of suthovity ta the Board 1o make market purchases of its own
shares, as rnentioned below, and renewal of the Board's power to allot
equity shares. Sharehoiders should complete the prewy form
Accompanying this document in accordance with the notes eontained in
the Notice of AGM.

e

for the Company 3o pure s owrr abisres

At the AGM heid on 27 February 2002, shareholders renewed the
Company's authority under Segtion 166 of the Companies Ac 198510
make market purchases on the Lendon Stock Exchange of up to
©,134,080 Orcinary Shares of 10p each of the Company. This authority
was still valid at 30 Septermber 2002 and expines at the conclusion of the
AGM to be held an 26 February 2003. R is intended to propose, as
Special Business, at the forthcoming AGM, an ordinary rasoiution to
renew the Proposed Market Purchases Authornty to allow the Company
o purchase up to 15% of the Ordinary Shares in issue at the date of
the AGM. Although an AIM listed Company, a5 a matter of best practice
the Comparty intends to observe the principies contained within the
Listing Rules regarding the purchase ot its own securities. Any purchase
therefore will be subject 10 the tenms of the Listing Rules, which
provides that the maximum price (excusive of expenses) which ray be
paid for an Qrdinary Share, is an amount equal to 105 per cent of the
average of the middle market guctations for an Ordinary Share, taken
from the daily oHicial list of the Londen Stock Exchange for the fve
business days immedistely preceding the day an which the Ordinary
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Share is purchased. The mini price of which
may be paid for an Ordinary Share is 10p, its nominal value, Such
miarket purchases of Ordinary Shares by the Company would be made
from the Company's datrisnakie reseives and any Drdimary Shames
purchaged pursuant to the authority would be subsequently cancelied.

Asny purchase of Ordinary Shares would be at the discretion of the Board
in the light of prevailing market conditions and at a price that would
increase the net, asset value per share, However, sharehalders should nat,
assume that any such purchases will necessarity take place.

The Comparty has nenl exercised its power to buy-back its own shares
since the last AGM and the Existing Market Purchases Authority remains
2t 9,134,080 Ordinary Shares. The Company may use some or all of this
residual authority pricr to the AGM. Should the Company not buy back
any more Crdinary Shares Lnder the Existing Market Purchasas
Autherity, the number of Ordinary Shares in issue at the date of 1he
AGM will be 78,388,814 and accortingly the Froposed Market
Purchases Authority will be saught in respect of 11,758,321 Ordinary
Shares. However, if the Company does utilise the balance of the Existing
Market Autharnty, the number of Ordinary Shares in issue 2t the date

of the AGM wili b= 65,254,734 and accordingly the Proposed

Market, Purchases Authonity will be sought in respect of 10,385,209
Ordinary Shares.

Auditors.

PricewaterhouseCoopers resianed as Auditars during the year and the
Board appoirted RSM Robson Rhodes to fili the vaeancy. A nesolution
wilh be proposed 21 the AGW to Te-appoint ASW Robeon Rnodes s

Auditars and authorise the Direciors to determine their remuneration.

Satemard 6F Diractors’ responatdliitivg
Fer tha Asnual Raport

Campany law in the United Kingdom requires the Directors to prepare
financial statements for each financial year, which give atrue and fair

view of the state of affairs of the Company and the Group and of the
profit or loss of the Group for that pericd. In preparing these financial
staternernts, the Diteghors have:

« selected suttabie accounting policies and applied them consistently;
* made jug ts and thet are ble and prudent;
+ followed applicable United Kingdom accounting standards;

» prepared the finandal staternents on the going concemn basis.

Fhe Drirectors afe responsible for keeping proper accounting records
which disciose with reasonable accuracy at any time the financia!
position of the Company 2nd enable them to ensure that the financial
statements ¢omnply with the Companies Act 1985, They are also
respansible for safeguarding the assets of the Company and henoe for
taking ressonable steps for the prevention and detection of fraud and
other irregularities.

The Anrual RBrpot is avallable on the Company's wels site {details of
which are given on page 45). The maintenance ardd integrity of the
web site is the responsibility of the Directors. the work carried out oy
the auditors does not involve consideration of these matters and,
accordingly, the auditors accept no responsibility for any changes that
may have gocurred o he information contained in the accoumnts since
they were initially presented on the web site,

Legisiation in the United Kingdom governing the prepar.

and gissemination of the accounts and other mfnrrnauon mduded in
Annuaj Reports may differ from legislation in other jurisdictions.

Approved

The Repart of the Directars was approved by the Soard on
14 January 2003.

By Order of the 5 ; *
A N McArthur FCh
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'i‘ndependﬁnt Auditors” Report

Independent Auditors’ Report to the shareholders of
Montpellier Group Plc

We have audited the accounts on pages 23 to 43.

Bospeaiive responsibiiities of Direcors and suditers

The Directors' responsibilities for preparing the Annual Repoert
and the accounts in accordance with applicable law and United

Kingdom Accounting Standards are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the accounts in accordance with relevant
legal and reguiatcry requirements, United Kingdom Auditing Standards
and the AlM rules. We repart to you our opinion as to whether the
accounts give a true and fair view and are properly prepared in
accordance with the Companies Act 1985, We also report to you if, in
our opinion, the Directors’ Report is not consistent with the accounts, if
the Company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit,
or if information specified by law or the AIM Rules regarding Directors’
remuneration and transactions with the Company and other members
of the Group is not disclosed.

We review whether the Corporate Governance Statemnent reflects the
Company’s compliance with the seven pravisions of the Combined Code
specified for our review by the Listing Rules if the Company had been
fully fisted and we report if it does not. We are not reguired to consider
whether the Board's statements on internal control cover all risks and
controls or form an opinion an the effectiveness of the Group's
corporate gavernance procedures or its risk and contro! procedures.

We read the information centained in the Annual Repert and consider
whether it is consistent with the audited accourts. We consider the
implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the accounts. Our

responsibilities do not extend to any information outside the
Annual Report.

Basis of audit spinion

We conducted our audit in accordance with United Kingdom Auditing
Standards issued by the Auditing Practices Board. An audit indudes
examination, on a test basis, of evidence relevant 1o the amounts and
disclosures in the accounts. It also includes an assgssment of the
significant estimates and judgements made by the Directors in the
preparaticn of the accounts, and of whether the accounting policies are

appropriate to the Company's circumstances, consistently applied and
adequately disctosed.

We planned and performed our audit so as to obtain all the information
and explanatians which we considered necessary in order to pravide us
with sufficient evidence to give reasonable assurance that the accounts
are free from material misstatement, whether caused by fraud or other
inregularity or ervor. In forming our epinion we alsc evaluated the overall
adequacy of the presentation of information in the accounts.

Oiptnien

In aur opinian the accounts give a true and fair view of the state of
affairs of the Company and the Group as at 30 September 2002 and of
the Group's profit for the year then ended and have been properly
prepared in accardance with the Companies Act 1985.

eae Cam G,

RSM Robson Rhodes
Chartered Accountants and Registered Auditars

1 AanAAr Exsmaland
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Group Profit & Loss Account
Notes Total Total
For the year ended 30 September 2002, 2001
£000 £000
Restated*
Turnover; Group and share of joint ventures 447,856 311,917
Less share of joint ventures' turnover {2,621) {2,156)
iContinuing operations 445,235 297.951 |
éDiscontinued operations - 11,810
Group turnover 2 445,235 309,761
Cost of sales (409,306) (282,219)
Gross profit 3 35,929 27,542
Administrative expenses 3and 4 (32,584) (25,331
Other operating income 3 756 557
Group operating profit 4,101 2,768
Income from jeint ventures - -
Share of associates’ loss {426} -
Amortisation of gocdwill on associates 1,251 -
Total continuing operations 4,926 3,044
Discontinued operations - {1,176)
Total operating profit including share of joint ventures and associates 4,926 2,768
Profit on sale of properties 4 - 637
Lass on disposal of discontinued eperations 4 - (101
Profit on ordinary activities before interest 4,926 ; 3,304
Bank interest receivabie 703 78
Interest payable 5 {639) {551}
Share of associates’ interest payable {139)
Profit on ordinary activities before taxation 4,851 3,534
Taxation raceivable on ordinary activities 7 393 ; 120
Share of associates’ taxation payable (30):5
Profit for the financial year before minority interests 5214 3,654
Minority interests (147} 4
Profit for the financial year . 5,067 3,613
Dividends 8 (862) (609)
Retained profit for the financial year 4,205 3,004
Basic earnings per Ordinary Share 9 7.25p 5.34n
Diiuted earnings per Ordinary Share 3 7.13p 5.30p
-y o o o . N .
{roup Statement of Total Recognised Gains & Losses
Notes Total
For the year ended 30 September 2001
£000
Restated*
Profit for the financial year 3,613
Exchange movements in feserves 24 384
Prior year adjustment 7
Total gains recognised since last annual report 3,997

No property revaluation gains were realised during the year (2001: £1,046,000}. There are no other material differences between the profit

as reported and on an unmaodified historica! cost basis.

*Restatement 1o comply with FRS19 - see note 7.
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Balante Sheets

Group :
At 30 September 2002 2001 2002 | 2001
Notes £000 £000 £000 ¢ £000
Restated* { Restated *
Fixed assets
Intangible assets:
Goodwill 10 5,811 2,018 - -
Negative goodwill 10 - (9486) - -
5811 1,072 -1 -
Tangible assets 1 19,226 12,329 1,703 | 1,411
lvestments 12 30 30 87,712 | 94,176
Investments in joint ventures: 13 i
Loans to joint ventures 526 1,448 - -
Share of gross assets 18,306 20,877 - -
Share of gross liabilities {11,610) (15,881) - -
7,222 6,444 - .
Investments in associated undertakings 14 8,295 - 7,639 -
40,584 13,875 97,054 | 85,587
Current assets Tt
Stocks and work in progress 15 22,868 25,730 - -
Debters: due after more than one year 16 2,390 2,594 1,253 1,252
due within one year 16 89,698 88,267 29,579 17,684
Current asset investments 17 6,488 3,285 3,577 3,285
Cash at bank and in hand 18 6,445 18,268 4450 6,45%
127,890 138,144 38,859 28,680
Creditors: amounts falling due in less than one year 18 (125,642) (129,450) {110,378) (105,872)
Net current assets/{liabilities) 2,248 8,694 (71,519) {(77.192)
Total assets less current liabilities 42,832 28,569 25,535 18,395
Creditors: amounts falling due after more than cne year
Long-term debt 20 (8,363) (390)
Other creditors 21 {135) (86e) -
(8,498) {1,250) - -
Net assets 34,334 27.319 25,535 | 18,395
Capital and reserves
Share capital 23 7,838 6,089 7,838 6,089
Share premium agcount 24 5,782 1,066 5,782 1,066
Revaluation reserve 24 73 73 73 73
Capital reserve 24 1,846 1,846 1.846 1,846
Profit and loss account 24 18,795 14,653 9,996 9,321
Equity shareholders’ funds 25 34,334 23,727 25,535 18,395
Minority interests - 3,592 - -
34,334 27,319 25,535 | 18,395

*Restatement fo comply with FRS13 - see note 7.

Approved by the Board and signed on its behalf;

R Feast, ? Sellars {Directors)
14 January 2003

Vo0 o
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Group Cash Flow Statement
Notes Total Total
For the year ended 30 September ; 2002 2001
£000 £000
Restated*®
Net cash inflow from operating activities 29 ; 6,520 2,224
Returns on investments and servicing of finance
Interest received 181 739
Interest paid {276) (551)
(95) 188
Taxation
Net corporation tax paid (332) (1,003}
Capital expenditure and financial investment
Payments to acquire tangible fixed assets (2,526) (1,701)
Praceeds on sale of tangible fixed assets 1.184 3,202
Payments to acquire current asset investments (5,517 (836)
Proceeds on sale of current asset investments 491 -
Loans repaid by joint venture 830 1,769
(5,538) 2,434
Acquisitions and disposals
Payments to acquire subsidiary undertakings and connected assets (11,740} {5,652)
Cash acquired on acguisition of subsidiaries 532 12,838
Payments to acquire associated undertakings (3,571) -
Receipt from sale of business - 1
(14,779) 7,197
Equity dividends paid to sharehoiders (1,001) -
Cash (outflow)/inflow before use of liquid resources and financing {15,225) 11,040
Management of liquid resources
Decrease in liquid resources 2,883 1,876
Financing
Issue of share capital 4 -
Acquisition of own shares - (2,730}
Moverment in short-term borrowings {5,168) (5,568}
Mavement in long-term borrowings 7,973 225
Finance |ease payments {440) (143)
2,369 (8,216)
{Decrease)/increase in cash during the year (9,973) 4,700
* Restatement on cash flow to reflect miner changes in presentation for 2002,
Reconciliation of net cash flow to movement in net funds/(debt)}
{Decrease)increase in cash during the year {9,973) 4,700
Movernent in borrowings {2,365) 5486
Movement in liquid rescurces (2,883) (1.876)
Changes in funds arising from cash flows (15,221} 8,310
Borrowings acquired with subsidiaries - (7,664}
Borrowings disposed with subsidiaries - 3,029
Finance leases acquired with subsidiaries - (774)
Other non-cash movements 26 -
Exchange movements 1.034 (385)
Movement in net funds during the year (14,161) 2,516
Opening net funds 11,381 8,865
Closing net (debt)/funds (2,780) 11,381
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Notes to the Accounts
1 Seconsiing policies

{i) Basis of accounting

The accounts have been prepared on the going concarn basis
and in accordance with applicable accounting standards under
the historical cost convention, modified by the revaluation of
certain land and buildings. A summary of the more important

Group accounting policies which have been applied consistently is
set out below,

(if) Changes in accounting policy

The Group has implermented FR519 " Deferred Tax” during the year.
This has resulted in a minor restatement of the prior year balances.

(iii) Basis of consolidation

The Group accounts tonsolitate the accounts of the Company,

its subsidiary undertakings and the attributable share of the results
and net assets of associated undertzkings and joint ventures, all
prepared to 30 September in each year, The results and net assets
of undertakings acquired are included in the Group profit and

ioss account and balance sheet using the acguisition method of
accounting from the effective date of acquisition. The results

of undertakings disposed of are included to the effective date
of disposal.

(iv) Joint ventures and associates

i the normnal course of business, the Group invests in joint ventures
and associates which are classified as fixed asset investments in
accordance with FRS2 ¥ Associates and joint ventures”.

Joint ventures arise where the Group has a participating interest in
an entity and shares the control of its strategic and operational
polides. Jeint ventures are accounted for using the gross equity
method. Associates are those investments where the Group has a
participating interest in a company and exerts significant influence
over its strategic and operational policies. Assodates are accounted
for using the equity method, Where necessary adjustments are
made on consoiidation to bring the resuits and net assets of joint
ventures and associates into line with Group accounting policies.

(v} Goodwill

Goodwill is the difference between the amount paid on the
acquisition of a business, be it a subsidiary, jeint venture or
associate, and the aggregate fair value of its separable net assets.
Goodwill arising on acquisitions prior to 30 September 1997 has
been written off directly against the profit and loss reserve and has
not been reinstated on implementation of FRS10 * Goodwill and
intangtble assets” as allowed by the standard. Goodwill arising on
acquisition of subsidiaries after 1 October 1997 is capitalised in the
balance sheet and is being amortised over its estimated useful
economic life up to a maximum of 20 years.

Goodwill or negative goodwill arising on the acquisition of
associates or joint ventures after 1 October 1997 is also capitalised
in the balance sheet. This is being recognised in the profit and

loss account over a maximum of five years, which the Directors
consider to be the period which will benefit from the recovery of
the underlying assets acquired.

Reviews for impairment of goodwill are performed at the end of
the first full financial year following the related acquisition and,
thereafter, if events indicate that the carrying value may not be
recoverable. On the sale of a subsidiary undertaking any goodwill
relating to the disposed subsidiary is written off in the year.

(vi) Long-term contracts

lLong-term contracts are stated at cost plus attributable profit after
previding for anticipated future losses and contingencies. Progress
payments received are deducted from these amounts. Cost includes
attributable overheads. Long-term contract work in progress is
ircluded in debtors as amounts receverable on contracts,

{vii) Stocks and work in progress

Stocks and work in progress comprise residential and commercial
developments and raw materials and are stated at the lower of cost
and net realisable value. Cost includes appropriate attributable
overheads and excludes interest. Where necessary, provision is made
for obsolete, slow moving and defective stocks. Assets held for
resale are included within stock at the lower of cost and net
realisable value.

{viii) Current asset investments

Current asset investments are stated at the lower of cost and net
realisable value, net realisable value being the mid-market price of
listed investments at the balance sheet date where this information
is available. Profits and losses on sale of investments are included in
other operating income.

(ix) Tangible fixed assets and depreciation

Deprediation is provided on all tangible fixed assets, other than
investrnent properties. Provision is made at rates caleulated to write

off the cost of each asset, less estimated residual value, evenly over
its expected usetul life as follows:

¢ Group occupied property - fifty years or remaining lease period

¢ Plant and vehicles - three to ten years

» Office equipment - two to seven years

Changes in the revalued amounts of assets carried at valuation are
taken directly to the revaluation reserve, Upon disposal, the balance
of any revaluation reserve relating to the property sold is transferred
to the profit and loss account in reserves,

Landfill developments

The tost of landfill developments included within 1angible fixed
assets represents site acquisition and preparation costs together
with any incidental costs necessary to bring the site into operation.
The site preparation costs includes an element which relates to
work performed by Group companies together with attributable
overheads. Where the landfill development is primarily utilised for
the disposal of waste materials arising from Group activities,
depreciation is not charged until the site becomes operational.
Depreciation is then charged at a rate that matches the net
income derived from the landfill operation untit the asset is
completely written down. Full provision is made for the net
present value of the Company’s landfill site rectification costs.

An asset is also recognised in relation to these future costs, which

is amortised on the basis of tonnages deposited over the expected
life of the site.

Properties

Certain of the Group’s properties are held for long-term investment
and these are accounted for in accordance with SSAP19

" Accounting for investment properties {revised)”, as follows:

(iy investrment properties are revalued annually by the Directors. Any
changes in value are shown in the statement of total recognised
gains and losses, except where a deficit on an individual property
is expected to be permanent, in which case it is charged to the
profit and loss acqount; and
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(iyno depreciation or amortisation is provided in respect of
freehold and long leasehold investment properties.

Although the Companies Act 1985 would normally require the
systematic annual depreciation of fixed assets, the Directors believe
that this policy of not providing depreciation or amertisation is
necessary in order for the accounts to give a true and fair view,
since the current value of investment properties, and changes in
that current value, are of prime importance rather than a
caleulation of systematic annual depreciation. Depreciation is only
one of the many factors reflected in the annual valuation, and the
amount which might otherwise have been shown cannot be
separately identified or quantified.

The prefit or loss arising on disposal of properties is disclosed
separately as an exceptional item, when matertal. The profit or loss

represents the difference between proceeds less sale costs and net
bock value.

{x) Deferred taxation

The payment of taxation is deferred or accelerated because of
timing differences between treatment of certain items for
acceunting and taxation purposes. Full provision for deferred
taxation is made under the liability method, without discounting, on
timing differences that have arisen, but not reversed by the balance
sheet date, unless such provision is not permitted by FR519.

Deferred tax assets are recognised to the extent it is considered
more likely than not that they will be reversed. In accordance with
FRS19 deferred tax is not provided for:

a) revaluation gains on land and buildings, unless there is & binding
agreement 1o sell them at the balance sheet date;

b} gains on the sale of non-monetary assets, if the taxable gain will
probably be rolled over;

@) fair value adjustment gains to fixed assets and stock te uplift
prices to those ruling when an acquisition is made.

d) extra tax payable if the overseas retained profis of subsidiaries,
jeint ventures or associates are remitted in the future,

{xi) Turnover

Turnover which, excluding sales within the Group and Value Added
Tax, comprises:

« the value of work executed during the year on construction contracts;

¢ sales of residential properties and land based upon
legal completions;

» sales of commercial properties based upon legal cornpletions.

(xii} Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at
the date of the transaction or at the contracted rate if the
transaction is covered by a forward exchange contract. Monetary
assets and liabilities denominated in foreign currencies are
retranslated at the rate of exchange ruling at the balance sheet
date or, if appropriate, at the forward contract rate.

The accounts of overseas subsidiary and joint venture undertakings
are translated at the rate of exchange ruling at the balance sheet
date. The exchange difference arising on the retransiation of
opening net assets is taken directly to reserves together with
differences cn foreign cufrency borrowings to the extent that they
are used to finance or provide a hedge against Group equity
investments in foreign enterprises. All other exchange differences
are taken to the profit and loss account.

ONTPELLIER !
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{xiii) Leasing commitments

Assets held under finance leases, where substantially all the benefits
and risks of ownership of an asset have been transferred to the
Group, are capitalised and are depreciated in accordance with the
depredation policy or the remaining lease if shorter. The interest
element of the rental obligations is charged to the profit and loss
account and represents a constant proportion of the balance of
capital repayments cutstanding. Rentals under operating leases are
charged to the profit and loss account on a straight-line basis over
the term of the lease.

(xiv) Pensions

The Group operates defined benefit and defined contribution
pension schemes. The defined benefit scheme was closed to new
members in June 2000 and in August 2001 the Board decided that
no further benefits would accrue to exisiting members with more
than 5 years experted service life remaining. These members were
transferred to the defined contribution plan but retained the benefit
earned to that date under the defined benefit scheme. In
accordance with the requirements of SSAP24 contributions to the
defined benefit scheme are made under the guidance of an
independent actuary and are charged to prefit and loss so as to
spread the costs of the defined benefit pension scheme over the
average expected remaining working lives of the employees that
continue to benefit from the scheme,

Contributions to the defined contribution scheme are charged to
profit as incurred. Further information on the status of the defined
benefit scheme is contained within note 28 to these accounts.
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3 Bapmental anaiysis
External turnover is analysed as follows:

2002 2001

£000 £000
Construction 438,777 285,206
UK Preperty 3,619 1,677
USA Property 5460 : 3,224
Turnover: Group and share of joint ventures” turnover 447,856 300,1C7
Less: Share of joint ventures' turnover 2621 2,156
Continuing operations 445,235 297,951
Discontinued cparaticns - 11,810
External turnover 445,235 305,761

The Directors have not disclosed segmental information relating to profitsflosses and net assets since they are of the opinion that to fully
comply with the reguirements of SSAP25 “Segmental Reporting” waould e seriously prejudicial to the interests of the Group.

Details of segmental analysis in respect of Union Investment Management Limited which was acquired during the year are disclosed in

note 30, The amounts are not material to the Group’s results and have not therefore been disclosed separately as acquisitions in the profit and
loss account.

As permitted by Section 230 of the Companies Act 1985, the Company has not presented its own Profit and Loss account. The profit after
taxation Tor the financial year dealt with in the accounts of the Company was £796,000 (2001 restated profit of £400,000;.

2 Gross profit sod sdministrative exponses

2002 | 2001
£000 £000

Grossprofit: e
Continuing operations 35,929 23,807
Discontinued operations - 3,645
35,929 27,542

Administrative expenses 5
Continuing operations 32,584 | 20,935
Discontinued operations - 4,396
32,584 ¢ 25.331

Operating profit is arrived at after charging/{(crediting):

Auditors’ remuneration - audit services (Company; £35,000; 2001: £68,000) 170 270
Depreciation of owned assets

1,504 919
Depreciation of assets held under finance leases 213 117
Amortisation of goodwill 758 752
Amortisation of negative goodwil} (1,251) (315
Impairment of goodwill - 483
Operating lease rentals - Plant and machinery 877 102
Operating lease rentals - Motor vehicles 1,444 1,743
Operating lease rentals - Other 3,319 | 3,403
Profit on sale of fixed assets (112); (171)

Fees of £34,000 (2001: £nil) were paid to RSM Robson Rhodes for non-audit services in the UK.
Fees of £307,000 {2001: £334,000) were paid to PricewaterhouseCoopers, the previous auditors, for non-audit services during the year.

Other operating income relates to continuing activities and reflects the Group's investment activity and includes the profit on sale of
investments, and managernant fees charged to associates less provisions for the write down of current asset investments.

4 Exceptions] tems

The profit on ordinary activities is stated after charging/{crediting) the following exceptional items:

2002 | 2001

£000 E00O

Profit on sale of properties within continuing operations - {637
Loss on disposal of discontinued operations - 101

Due to the tax losses available for relief, the impact of tax upon the above excepticnal items is not considered material,

e




.

~

At Report & Accounts 2002

MONTPELLIER
. GROLIP Ple
Maotes to the Accounts
5 Interess payebie
2002 2001
£000 £000
On bank ioans and overdrafts 568 540
Other interest payable " 11
639 551%
& Employse murabars asd remameration .
2042 2001
No, No
The average monthly number of employees,
including executive Directors, during the year was: 1,933 1,512
At 30 September P 1,849 2026
The analysis of average monthly number of employees,
inchuding executive Directors, during the year was:
Continuing
Construction 1,890 1,328
Other 43 44
Discontinued - 140
P13 1512
Cost of staff, induding executive Directors, during the year amounted 1o E0DD £000
Wages and salaries 55,280 | 31,831
Social security costs 5,369 | 2,604
Other pension costs 2481 1,708
63,130 | 36,143

Details of individual Directors’ emoluments and pension contributions can be found on page 19. These numbers have been audited.

7 Taneiion receivable on ordinary sctivities

(&) Analysis of credit in year

2001

i £O00 £000
Current tax: |
UK corporation tax on profits of the year 32 93
Adjustments in respect of previous periods 317 o)

349 0z
Foreign tax 5 (54)
Total current tax 354 38
Deferred tax 39 82
Group taxation 393 120
Share of associates’ tax (30) -
Taxation receivable on profit on ordinary activities 363 120
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7 Tawation reveivable on srdinary sotivities fuontiswed)

{b) Factors affecting tax charge for the year

The tanation assessed for the year is lower than the standard rate of tax in the United Kingdom as a result of the utilisation of tax losses
available within the Group. In accordance with the requirements of FRS19 deferred tax has been provided in respect of losses where the
recoverability can be assessed with reasonable certainty. The principal differences are explained below:

2002 | 2001

£000 E£000

Profit on ordinary activities hefore taxation 4,851 3,524

Profit on ordinary activities multiplied by standard rate

of corparation tax in the UK of 30% (2001: 30%} (1455} (1,08Q)

Effects of:

Income/expenses not deductible for tax purposes 716 | (86)

Capital allowances for period in excess of depreciation (45)! {51)

Utilisation of tax losses 821§ 1,236

Adjustments to tax charge in respect of previous periods 317 ¢ (1)

Current tax credit for the year 354 | g

The Group and Company have avatlable further unused tax losses to carry forward against future taxable profits. A significant element of
these losses relate o activities which are not forecast to generate the leve! of profits needed to utilise these losses in the foreseeable future,

A deferred tax asset has been provided to the extent considered reasonable by the Directors. It is likely therefore that the Group will
experience tax payments from 2003 onwards.

(c) Deferred tax

In accordance with FRS19 the accounting policy for deferred tax has changed. The effect of the change in policy has been to increase profit
to3r the financial year by £39,000 (2001: £82,000) and has increased shareholders” funds by £121,000 (2001: £82,000). There has been no

change in the tax rate apglied in calcuiating deferred tax.

The deferrad tax asset comprises:

2002 | 2001
£000 | £000
Accelerated capital allowances 51 | 6
Short-term timing differences (200) 20
Tax losses 270 56
121 82
& Divisdends
2002 2001
Pence Pence
Interim dividend 0.5 -
Final dividend 0.6 1.0
Total dividend 11 1.0
£000 £000
Interim 392 : -
Final 470 : 609
Total dividend 862 | 609
% Earsings pey Grdinary Share
2002 ; 2001
Weighted Weighted
average number average number
Earnings of shares EPS Earnings af shates EPS
£000 0008 Pence £000 000s Pence
Restated
FRS14 Basis
Basic earnings per share 5,067 65,893 7.25 3,613 67,603 5.34
Dilutive effect of options - 1,137 0.12) - 577 (0.04)
Dituted earnings per share 5,067 71,030 7.13 3,613 68,180 5.30
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10 Indangible FHxed ssseds

Goodwitl Negative googwill

£000 £000

Group
Cost:
At 1 October 2001 3,323 {1,261)
Additions {note 30} 4,236 -
Adjustment - 1,261
At 30 September 2002 7.559 -
Amortisation:
At 1 Qctober 2001 1,305 {315)
Charge for year 443 315
At 30 September 2002 1,748 -
Net book value:
30 September 2002 5811
30 September 2001 2,018 {946)

Revision to the fair value of assets acquired as part of the acquisition of Allenbuild has resulted in the elimination of the negative goodwil

balance reperted last year and the creation of positive goodwill of £1,841,000. The other significant addition during the year was the
goodwill of £2,395,000 arising on the completion of the acguisition of VHE Holdings plc.

During the year the Directors changed the period of amortisation of goodwill/negative goodwill on acquisition of subsidiary undertakings

from five ysars to twenty years to properly reflect the long-term nature of the Group’s investment in these undertakings. The impact of this
change has been to reduce the goodwill charge in the current accounting period by £1,061,000.

%% Tangible fiwed assats

Leng Landfill Plant, vehicles Tatal
Freeholds leaseholds development & eguipment
£000 £000 £000 £000D EQO0

Group
Cost or valuation:
1 Qctober 2001 7,399 736 781 4,466 13,382
Reversal of fair value adjustment (4,818) - - - {4,818)
Fair value adjustment 877 - - 877
Acquisitions 11.211 - - - 11,21
Additions 41 1 - 2,375 2,417
Disposals (4€6) - - (2,223} {2,689)
30 September 2002 14,244 737 781 4,618 20,380
Depreciation:
1 October 2001 171 184 16 682 1,053
Charge for the year 184 5 135 1,393 1,717
Disposals - - - (1,616} {1,616)
30 September 2002 355 189 151 459 1,154
Net book value:
30 September 2002 13,889 548 630 4,159 19,226
30 September 2001 7,228 552 765 3,784 12,329
At cost less depreciation 13,185 - 630 4,158 17,974
At Directors’ valuation 704 548 - - 1,252
30 September 2002 13,889 548 B30 4,159 19,226
Historical cost of revalued properties:
Cost 704 669 - - 1,373
Accumulated depreciation - 194 - - 194
30 September 2002 704 475 - - 1,179

The net book valug of tangible fixed assets above includes an amount of £652,000 (2001: £937,000) in respect of assets held under finance
leases. Included in freehold and leasehold properties are investment propertias inciuded at a Directors’ valuation of £1,252,000 which are not
depreciated. The fair value adjustments shown above relate to the completion of the acquisition of VHE Holdings plc as set out in note 30 (b).
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1% Tongibie Sxed sesofs {continued}

Long Plant, vehicles Total
Freeholds leaseholds & equipment
E£000 £00C £000 £000
Company
Cost or valuation:
1 October 2001 762 742 831 2,335
Additions - - 434 434
Disposals (46) - (54) {100
30 Septemnber 2002 715 742 1211 2,669
Depreciation:
1 October 2001 25 194 705 924
Provisicn for year - - 92 92
Disposals (13) - (37) (50
30 September 2002 12 194 760 966
Net book value:
30 Septernber 2002 704 548 451 1,703
30 September 2001 737 548 126 1,411
At cost less depreciation - - 451 451
At Directors' valuation 704 548 - 1,252
30 September 2002 704 548 451 1,703
Historical cost of revalued properties:
Cost 04 669 - 1,373
Accumulated depreciation - 194 - 194
30 September 2002 704 475 - 1,179
12 Invvestments Cther Quoted Total
Investments lnvestments
feoo £000 £000
Group
Shares at cost:
At 1 October 2001 30 1,036 1,066
Disposals - (1,036) (1,036)
At 30 September 2002 30 30
Provisions:
At 1 October 2001 - 1,036 1.036
Disposals - (1,036) (1,038)
At 30 September 2002 - - -
Net book value;
30 September 2002 30 - 30
30 September 2001 30 30
Other Subsidiary Total
investments undertakings
£000 £000 £000
Company
1 October 2001 30 159,026 159,056
Purchased during the year - 4,388 4,388
Transferred to group company - {10,852) (10,852)
30 152,562 152,592
Provisions:
At 1 October 2001 and 30 Septerber 2002 - 64,880 64,830
Net book value:
30 September 2002 30 87.682 87,712
30 September 2001 30 94,146 94,176

Details of the principal subsidiary undertakings are included in note 31.
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13 investrments i joint wenlures
The investments in joint ventures consist of:
Share of Loan Total
net assets advances

£000 £000 ECO0
Group
1 Cctober 2001 4,938 1,448 6,444
Exchange movemants {316 (92) (408)
Loan repayment - (830 (830)
Reclassification 2,016 - 2,016
30 September 2002 6,696 526 7,222
The Group’s share of assets and liabilities in these {oint ventures comprises:

2002 2001

£000 £000
Development land and properties 10,893 11,497
Debtors 7,888 9,317
Cash 51 63
Gross assets 18,832 20,877
Less:
Creditors {8.182) (8,761)
Partner loans {1.553) (3,192)
Medium-term loans (2,401) (3,928)
Gross liabilities {12,136} (15,881)
Share of net assets 6,696 4,956
The Company has given facility guarantees in respect of joint venture borrowings as fallows:

2002 2007

£000 £000
Amount of facility guaranteed 2,868 3,810
Amount of borrowings under guaranteed facilities 1,180 3,928

In addition to the guaranteas and borrowings shown above, a letter of eredit for £1,741,000 (2001: £1,837,000) remains outstanding at
30 September 2002. This letter of credit was issued by Barclays Bank plc to Allfirst Bank in the US in respect of the Russett Center joint

venture, which is guaranieed by the Company.

During the year the US subsidiary reanalysed provisions against certain debtor balances. The provisions were transterred from joint venture
debtors to those directly held by the subsidiary. Whilst this has resuited in an increase in the Group's share in its joint ventures of £2,016,000,

it has not changed the overall level of provisions carried in US operations.
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14 Irventraenis it Resaciakes

The investments in associates consist of:

2002
£000
Group
Share of net assets
At 1 Cctober 2001 -
Acgulisitions 14,009
Share of retained loss tor the year (595):
At 30 September 2002 13.414 |
Goodwill
At 1 October 2001 -
Arising on acquisitions B370)
Amortisation in year 1,251}
At 30 September 2002 (5.119);
Net assets :
At 30 Septetber 2002 8,295
At 30 Septernber 2001

The investments in associates had an initial purchase cost of £7,63%,000. The associates at 30 September 2002 were:

Company name Country of Principal activity Company and Group
incorperation interest in Ordinary Shares
Cape plc United Kingdom Building materials and industrial services 29.90%
Bullough plc United Kingdom Office furniture and heating contral systems 28.26%
Jarvis Porter Group plc United Kingdom No operating businesses - cash shell 26.60%
1% Steghs and work s progress e
2002 2001
£000 £000
Group e
Residential developments and undeveloped land 7,127 11,785
Commercial developments 14,207 | 11,646
Raw materials 1,534 ; 2,299
22,868 | 25,730
16 Debiors
GQroup e, Company
2002 2001 2002 2001
£000 £00C £000 £000
Due after more thanoneyea:
Mortgage debtors 1,724 1,880 - -
Amounts recoverable on contracts 561 306 -
Other debtors 105 408 - -
Amount cwed by group joint venture - - 1,253 1,252
2,390 2,594 1,253 1.252
Due within one year:
Trade debtors 28,668 31,479 565 &26
Due from subsidiary undertakings - - 25,513 § 14,967
Amounts recoverable on contracts 52,023 42,254 . -
Mortgage debtors 2,113 2,630 -4 -
Other debtors 3,639 8,347 2,006 ; 1,419
Corporation tax 565 1,520 380 | -
Deferred tax (note?) 121 82 121 82
Prepayments and accrued income 2,569 1,955 894 ¢ 520
89,698 88,267 29,579 17,684




Annual Report & Accounts 2002

MONTPELLIER | %
GROUIP Ple
Notes to the Accounts
17 Qurrant gsset investments
Group Company

2002 2001 2002 2001

£000 £000 £000 £000
Listed investments at cost at 1 October 3,285 | 3,152 3,285 250
Purchased during the year 11,815 | 4,290 11,665 4,290
Transferred to associate investments (7.639) | (7,639 -
Transferred (to)/from other group companies - - {2.761) 2,902
Disposed of during the year (394) (4,157} (394) 4,157
At 30 September 7,067 | 3,285 4,156 3,285
Write down to market value (579) - (579) -
Market value at 30 September 6,488 3,285 3,577 3,285

The Group's current asset investments are principally in companies listed on the London Stack Exchange. Indluded within current asset
investments are investments in the following companies where the Group has a shareholding in excess of 20% of the issued share capital
but the Directors do not consider the Group to exercise significant influence over the respective companies.

Company

Country of Principal Group

incorporation activity interest

Walker Greenbank plc United Kingdom Furnishings 25.6%

Mclaren Constructicn Limited United Kingdem Construction 30.0%
18 Qash gt hawnk and in hand

........................ Group Company

2002 2001 2002 2001

£000 £000 £000 £000

Short-term deposits 1,890 3,739 1,890 3,696

Overnight deposits 2,560 - 2,560 -

Cash at bank 1,890 14,504 - 2,763

Cash in hand 106 25 - -

6,446 18,268 4,450 6,459

The short-term depasits include the net position on the US$ loan used as a hedging instrument against the US subsidiary companies and

joint ventures. The deposits comprise a lcan of £16.9m (US $25m translated at the year end rate) offset by the related bank deposit of
£17.3m, which is equivalent to US $25m at a fixed rate of US $1.44€ to fstg.

15 Creditors: amounts faliing due within one yesr

, Group Company

2002 2001 2002 2001

£000 £000 £000 £000

Bank lcans and overdrafts - secured 482 5,850 17,919 -
Obligations under finance leases 247 373 - -
Payments received on account 4,781 2,012 - -
Trade creditors 56,244 43,269 34 210
Cerporation tax - 348 - 248
Other taxation and social security 2,072 | 3,443 1,109 680
Due to subsidiary undertakings - - 89,130 102,278
Cther creditors 1,564 6,991 512 552
Accruals and deferred income 59,782 66,755 1,204 1,295
Proposed dividend 470 609 470 £09
125,642 129,450 110,378 105,872

: .

Bank lcans and overdrafts are secured by a fixed and floating charge over the net assets of the Group under the terms of a Debenture and

Guarantee granted to Barclays Bank plc and others.
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30 Croditors swounts falling due after move thaw ane yoar

Long-term debt

........................ Group emeerremnrene s enn; WOMpANY
2002 2001 2002 2001
£000 £000 £000 £000
Secured bank loans falling due: remsees e
in one year of less 482 5,650 -

Between cne and two years ! :

H - 390 - -
Between two and five years 100 - - .
More than five years !

8,263 - - .

8,845 6040 | - -

Less amount due within one year (482) (5,650) i - -
8,363 360 - -

During the year the Group borrowed £8.36m at a floating rate of interest, secured against a freehold property. The first instalment of the
repayment is due in June 2007, continuing every quarter until December 2011 when the balance of £7.4m will be due. The Group has an

undrawn committed facility of £19,449,000 (2001: £14,090,000) which will expire within one year.
2t Trediiors: amoents falling due aftor more thah one year

Other creditors

[ C 1«11

; . Company
2002 2000 2002 i 2001
£000 £00 £000 } £000
Obligatiens under finance leases 135 448 -
Accruals and deferred income - 258 - -
Gther - 154 - -
135 860 i - -

Obligations under finance leases comprise £133,000 (2001: £270,000) due between one and twe years and £2,000 (2001: £178,000)
due between two and five years.

2% Derivatives and othey Hinancal instrumenis

An explanation of the Group's chjectives, policies and strategies for the role of derivatives and other financial instruments in managing

the risks facing the Group can be found within the Directors’ Report on page 20. The disclosures below do not indude short-term
debtors and creditors.

Interest rate profile of financial assets and liabilities

Fixed rate Financial assets/iabilities) Total
weighted average Fixed Floating No interest
interest rate rate rate charged
% £000 £000 £000 £000
2002
Assets
Stetling - - 6,341 10,955 17,296
Dollar 1.8 578 1,042 - 1,620
Liabilities
Sterling 8.1 381 8,845 - 9,226
2001
Assets
Sterling - - 18,243 1,767 26,010
Liabilities
Sterling 8.2 821 6,040 - 6,851

The sterling interest bearing liabilities accrue interest at a rate which is linked to the lender’s base rate or LIBOR.
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27 Devivatives and other financiel instruments {tontinunest)

Currency exposures

The only exposure of the Group to currency risk {i.e. exposure to gains or losses on foreign exchange which would be recognised in the
profit and loss account) is in respect of the US dollar bank account which is maintained by the parent company in the UK.

At 30 September 2002 the balarce on this account was $64,000 (2001: $54,000).

All functional currencies of the Group operations are denominated in sterling, with the exception of the US operations.

Hedges

In November 2000 the Group undertook a loan hedge of $25m with Barclays Bank ple against the net assets of Lovell America Ing, This
was undertaken primarily to hedge cash flows from the US to the UK as repayment of intra-group borrowings and also to reflect foreign
exchange movements of retranslating the net assets of Lovell America Inc. at prevailing rates. It is expected that some form of hedge will

remain in place while there are significant assets in the US. Exchange gains of £1,077,000 (2001 £280,000} were made during the year on

foreign currency hedge borrowings. This has bheen offset in reserves against exchange losses arising on the inter-company loan and also on
the net investment in Lovell America Inc,

Fair vatue of financial assets and liabilities

There are no raterial differences between the fair value and the book value of the Group's finandial assets and liabilities.

23 Share capitad

Group and Company

2002 2001
£000 £000
Authorised: R —
1G0,000,000 (2001: 88,784,949) Ordinaty Shares of 10p each 10,000 8,878
Allotted, called up and fully paid:
78,376,138 {2001: 60,888,538) Ordinary Shares of 10p each 7,838 6,089

Changes in share capital

A total of 17,487,600 10p Ordinary Shares were issued during the financial year. Of these, 17,461,834 Ordinary Shares were issued on
15 April 2002 at a price of 37p per share as part consideration in respect of the purchase of Union Investment Management Limited and

connected assets (see note 30 (), and 25,766 Qrdinary Shares were issued through early exercises of the SAYE scheme, no shares were
bought back, resulting in a share capital figure of 78,376,138.

Unissued Crdinary Shares have been reserved for the Leng Term !ncentive Plan and Employee Sharesave Scheme.
Cutstanding options are as follows:

Date of Grant Date options Exercise price Numi)'; of Number of

Scheme or award exercisable £ ! shares at ! shares at
30 September 2002 30 September 2001

Long Term Incentive Plan™* 1997 18/02/00 - 18/02/05 0.18 531,982 531,982
Long Term Incentive Plan* 1599 11/02/02 - 11/02/07 0.10 383,770 383,770
Employee Sharesave Scheme 2000 0110/03 - 31/403/04 0.1625 1,199,626 1,353,424

*The Schemes became exerdsable upon satisfaction of the performance criteria. In order to meet the performance criteria for the allocation
of the shares, the increase in Montpellier Group Plc’s share price over the three year period from the date of allocation, must at least equal
the median of the share price increase in the Building and Construction Sector over the same periot published in the Financial Times,
whereupon haif of each of the allocations would be awarded. If the share price increase attained the top quartile the full allocation would be
awarded, with a sliding scale between these two points. Any balance shatl lapse. In certain circumstances, options may be exercised earlier
than the dates given. At 30 September 2002, the market price per Ordinary Share of Montpeliier Group Plc was 33.25p.
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248 Bossrves

Share Profit & Loss
premium Revaluation Capital Account
£00C £000 £000 £000

Group
1 October 2001 1,066 73 1.846 14,571
Prior year deferred tax - - - 82
1 October 2001: restated 1,066 73 1,846 14,653
Share issue 4,716 - - -
Exchange adjustrments - - - {63y
Transfer from prefit and loss account of the year - - - 4,205
30 September 2002 5,782 73 1,846 18,795

Cumulative goodwill of £5,512,000 {2001 £5,512,000) arising on the acquisition of existing subsidiary undertakings has been written off

against the profit and loss account reserve.

Share

Profit & Loss
premium Rewvaluation Capital Account
£000 £000 £000 £000
Company
1 October 2004 1,068 73 1,846 9,239
Prior year deferred tax - - - 82
1 October 2001: restated 1,086 73 1,846 9,321
Share issue 4,716 - - -
Exchange adjustments - - - (121)
ransfer from profit and loss account of the year - - - 796
30 September 2002 5782 73 1.846 9,996
25 Revoncilistion of movenmsnts in Group sharehelders” funds
2002 ; 2001
£000 £000
Group
1 Qctober 2001 23,727 23,109
Prior year adjustment - 82
1 QOctober 2001 restated 23,727 23,191
Profit for the year 5,067 3,531
Share issue/repurchase) 6,465 (2,770
Exchange adjustments 63) 384
Dividend (862) (609)
30 September 2002 34,334 | 23,727
24 Lapital and oasing comamitnuenss
The Group has no capital commitments contracted for at either year end.
As at 30 September 2002, the Graup had the following annual commitments under non-cancellable operating leases:
Plant, Total Total
Land & Vehicles &
Buildings Equipment
2002 2002 002 2004
£000 £000 £000 £000
Leases expiring within:
Cne year 113 724 1 837 412
Two to five years 295 880 | ¢ 1175 2,207
Five or more years 3,34 - 3,38 3,017
30 September 2002 3,749 1,604 5,353 5,636

27 Cordingent habdities

The Company has guaranteed performance bonds in respect of contracts and leasing arrangements in the normal course of business,
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15 Fanvion cormumiimeaniy

Defined benefit scheme

The defined benefit scheme was closed to new members in June 2000.

On 1 August 2001, the Board decided that no further benefits would accrue to existing members with more than five years expected
service life remaining. These members were transferred to the defined contribution scherre but retained the benefits earned to date under

the defined benefit scheme. The defined benefit scheme is continuing and will meet the pension obligations of current and deferred
rmembers and pensioners,

The most recent SSAP24 actuarial valuation of the scheme was carried out at 31 March 2000 by Watson Wyatt Partners, Independent
Consulting Actuaries. The projected unit method was used both in assessing pension costs for accounting purposes and for funding the
scheme. The most significant long-term assumptions were that investment returns would be 8.25% per annum, that general salary increases
would average 2.5% per annum above the general level of price inflation and that pensions in payment would rise by 2.25% and deferred
pensions would rise by 2.5%. At the date of the valuation, the market value of the assets of the Group scheme was £125m which represanted
95% of the accrued benefits. In agreement with the Trustees of the scheme, the Group cash contribution was 12.8% of pensionable salaries

from 1 April 1298 until 20 June 2001, when the contributions were increased 1o 25% of pensionable salaries. Under the projecied unit
method the current service cost wil! increase as members ¢f the scheme approach retirement.

A valuation of the dosed scheme under the Minimum Funding Requirement (MFR) rules was completed in July 2002. This indicated an MFR
deficit of £6.9m. It is a requirement of the MFR rules that this deficit should be deared over a maximum period of 10 years and the Group
has accepted responsibility for the dearance of this defict. The actuary nas prepared a schedute of contributions showing required payments
of £81,667 per month {£580,000 per annum} commencing in August 2002 for a 10 year peried. Contributions to the cost of the defined
benefit scheme comprise three key elements; the amounts payable in respect of the centinuing members of the scheme, amounts paid to
transfer members into the defined contribution scheme and the payments required to make up the deficit. The total amount charged to
profit and loss in respect of the defined benefit scheme was £701,000 which includes two deficit payments totalling £163,000.

The Directors intend to monitor the deficit and funding position of the scheme and will seek and respond to advice given by the actuary. For
2002 the amount charged to profit and loss reflects the regular cost of pensions and the amortisation of the most recent SSAP24 actuarial

deficit over the remaining service lives of relevant employees. The difference between amounts paid and amounts charged is recorded within
accruals and deferred income.

FRS17 "Retirement Benefits”
The Group has continued 1o account for pensions in accordance with SSAP24 “Accounting for pension costs” and the disclosures given above

are those required by that standard, FRS17 was issued in November 2000, however full recognition will not be mandatory for the Group and
the Company until the year ended 30 September 2005, Prior to this, phased transitional disclosures are required from 30 June 2001

The following disclosures required by FRS17 have been based on the most recent actuarial valuation as at 31 March 2000 carried out by
Watson Wyatt Partners and subsequently reviewed by Barnett Waddingharn, Consulting Actuaries, using the following financial assumptions:

The major assumptions used by the actuary were;

As at As at
30 September 30 September
2002 2001
Rate of increase in salaries 381% 4.00%
LPl increases to pensions in payment 2.06% 2.25%
Discount rate 6.25% 6.25%
inflation assumption 2.31% 2.50%
Increases to deferred pensions 2.31% 2.50%
The assets in the scheme and the expected rates of return were: Value as at Expected rate Value as at Expected rate
30 September of return 30 September of return

2002 2001

000 £000
Equities 21,584 8.25% 29,088 8.25%
Bonds 90,520 6.25% 85,752 6.25%
Other 1,122 4.00% 478 4.00%
Total é 113,226 6.71% 115,318 6.71%

The following amounts at 30 September were measured in accordance with the requirements of FRS17.

-

At 30 September : At 30 September

: 2002 2007

£000 £000

Total market value of assets 113,228 115,318
Present value of scheme liabilities i 121,029 120,042
Deficit in the scheme i 4,724
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28 Pansion cowwsitwants {ventinwed}

If the above amounts had been recognised in the financial staterments, the Group's net assets and profit and loss reserves would be as foliows:

At 30 September At 30 September

i 2002 | 2001

| £000 | £000

Net assets excluding pansion deficit 34,334 27,319
Pension deficit ! (7,803} {4,724
26,531 22,595

Protit and Joss reserve excluding pension deficit 18,795 14,653
Pension deficit (7,803) (4,724)
10,992 ¢ 8,929

Deferred tax has not been recognised on the deficit shown above in accordance with the Group's accounting pelicy.

if the Group had recognised FRS17 in the financial statements, the fallowing would have been the mavements during the vear:

2002
EQ00
Amount that would have been charged to Operating Profit:
Current service cost {excluding employee contributions) 305
Past service cost 183
Settlements and curtailments -
488
Arount that would have been charged to other financial income:
Expected return on assets 7,604
Interest on scheme liabilitles (7,345)
259
Amount that would have been recognised in the Staternent of Total Recognised Gains & Losses:
Actual less expected return on assets (4,532
Experience gains on iiabilities 427
Effect of change in assumptions on liabilities 881
{3,224)
Movement in the deficit during the year:
Deficit brought forward (4,724)
Current service ¢ost {excluding employee contributions) (305)
Cash contribution (excluding employee contributions) 374
Past service costs (183)
Other financial income 259
Actuariat loss {3,224
Deficit carried forward (7,803)

The negative return on the scheme assets of £4,532,000 was (4%) of the assets at the end of the year,
The experience gains on the scheme liabilities of £427,000 was 0.35% of the liabilities at the end of the year,
The total actuarial loss of £3,224,000 was (2.66%) of the liabilities at the end of the year.

Money Purchase scheme

The assets of the money purchase schemes are held in separate trustee-administered funds. As a result of the additional rnembers ransferred
into the scheme, the Group made contributions of £1,780,000 (2001: £252,000) into the money purchase scheme and £nil (2001: £3,000)

to the operatives’ scherne.
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2% {ash flow nores
2002 2001
£000 €000
Operating profit 4,101 2,768
Amortisation of subsidiary goodwill 758 920
Depreciation 1,17 1,037
Exchange lossesAgains) 377 (99)
DecreaseAinerease) in stocks and work in progress 710 12172
Decrease in joint venture investment - 7,251
Profit on sale of fixed assets (112) (171
Profit on sale of current asset investments 37 -
(Decrease)/increase in operating debtors and prepayments (721) 670
Increase in creditors and accruals 2,105 984
investrent write down 579 1,036
Goodwill adjustments and other non-cash movements (2,957) -
Net cash inflow from operating activities 6,520 2,224
Anatysis of net funds/{debt) QOther i At
At 1 October non-cash Exchange 30 September
200 Cashflow changes movements 2002
£000 £000 £000 €000 £000
Cash 14,529 (9,973) - 4,556
Quverdrafts - - R .
14,529 (9,973) - 4,556
Debt due after one year (390) (7,973) - - {8,363)
Debt due within one year (5.650) 5,168 - . {482);
Finance leases due after one year (464) 314 16 - (134)
Finance leases due within one year (383) 128 10 - (247
(6,887) (2,365) 26 (9.226),
Liquid resources 3,738 (2,883) 1,034 1,890
11,381 {15,221) 26 1,034 (2,780)

The exchange movement of £1,034,000 (2001 £382,000) above represents an unrealised exchange gain which is offset by an equal and

cpposite amount in the movement of the US balance sheet.

38 Aogurinitinng

The Group completed the following acquisitions during the year.

{a) “Altenbuild”

As required by FRS7 “Fair Values in acquisition accounting”, the provisional fair values have been reviewed for the Allenbuild acquisition which
was acquired on 8 june 2001. The following adjustments have been made to the provisional fair values.

Provisional

Final
Book Value Adjustment air Value
£000 £000 £000
Allenbuild acquisition
Fixed assets 599 599
Stock and Work in Progress 3,103 - 3103
Debtors 39,779 {2,691 37,088
Cash at Bark ard in Hand 12,589 {398} 12,19
Creditors due within one year (53,394) - (53,394)
Net assets/{liabilities} acquired 2,676 (3,089 413
Goodwill on acquisition of Allenbuild 1,841
Consideration, including costs; 1,428
Consideration satisfied by:
Cash 1,428
1,428

Adjustments in respect of debtors predominately comprises additional loss provisions against existing contracts, together with other debtor
balances written down. Adjustments in respect of Cash at Bank and in Hand comprise the write down of an overstated cashbook balance.
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28 Segsisbiions onstinused}

(b} VHE Haldings plc

Between October and December 2001, the Group acquired the minority interest’s 41.24% share in VHE Holdings plc for consideration of
£3,739,000, bringing its total shareholding to 100% on 14 December 2001. The total consideration paid was £8,825,000, the net assets
acquired were £6,430,000 and the goodwill on acquisition was £2,395,000.

(<} Union Investment Management Limited and other assets acquired

QOn 27 March 2002, the Group acquired, 2t net book value of £598,000, 100% of the ordinary share capital of Union investment
Management Limited, together with other assets,

Provisional
Book Value
and Fair Value
£000
Union Investment Management Ltd and other assets acquired
Tangible fixed assets 11,102
investrnents 11
Debters 98
Cash at Bank and in Hand 532
Current asset investments 2,726
Creditors due within one year (46)
Net assets acquired 14,423
Goodwill on acquisition of Union Investment Management Ltd -
Consideration 14,423
Consideration satisfied by:
Cash 7,862
Crdinary share capitai issued 6,461
14,423

From the date of acquisition to 30 September 2002, Unicn Investment Management Limited contributed £nil to turnover. The compary ako
made a loss of £10,000 before interest and a less of £7,000 after interest.

Union Investment Management Limited contributed an ocutflow of £25,000 to the Group’s net operating cash fiows, received £3,000 in
respect of interest, paid £19,000 in respect of taxation and utilised £nil for capital expenditure.

In the 15 months to 27 March 2002, Union Investment Management Limited made a profit before tax of £62,000 and a profit for the financial
period of £43,000, on a turnover £184,000. The profit for the financial year ended 31 Decemiber 2000 was £8,000.

The bock value of the assets and liabilities have been taken from both the management accounts of Union Investment Management Limited
and other managerent sources at 27 March 2002 (date of acquisition).

(d) Other

On 2 August 2001, Montpellier Group Ple acguired the remaining 50% of Arle Court Developments Limited for £1. Goodwill of £483,000
arose on the transaction which was fully written down during the year subsequent to an impairment review.

©n 31 December 2000, the trade and certain assets of W F Knight and Sons Limited were sold for £11,000, realising a loss on disposal
of £312,000.
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BY Frincipal subsisdiary undestalings and joled ventures

The Company acts as the holding company of the Group. The principal activities are construction, property and investment.

The principal subsidiary undertakings and joint ventures are shown below.

Registration & Proportion of

Subsidiary undertakings principat place Ordinary Shares
of business held by Company

Construction
YL Construction Lid England 100%
Bullock Construction Ltd England 100%
Walter Lilly & Co Ltd England 100%
Allenbuild Ltd England 100%
WHE Hoidings plic England 100%
Britannia Construction Ltd England 100%
Lodge & Sons (Builders) Ltd England 100%
Hatchpaines Construction {td England 100%
YL {London) Ltd England 100%
YL Facilities Ltd England 100%
Britannia Interior Contracts Ltd England 100%
Cornhil! Interiors Ltd England 100%
Property
Cheitenham Land Company Lid England 100%
YL Homes Lid England 100%
Lovell America Inc UsA 100%
Investment
Union Investment Management Ltd England 100%
Joint venture % Interest
Russett Center UsA 50%

22 Teansastions with related parties

The Group received various recharges of £205,000 (2001: £270,000} from its joint ventures and provided a management service to others

without charge, Guarantees by the Group in respect of jolnt venture borrowings are detailed in note 13.

Cn 27 March 2002 the Group acquired assets, induding Union Investment Management Limited from Forvaltnings AB Browallia, the parent

company of 8 major shareholder of the Company. The relevant details of the acquisition are listed in note 30.

The Group provided the services of Paul Sellars and such other Montpellier management as required to Cape plc for an annual fee of
£250,000. This commenced on 1 November 2001.

FRS8 " Related Party Transactions”, requires the disclosure of the details of material transactions between the reporting entity and related

parties. The Group has taken advantage of exemptions under FRSB nat to disclose transactions between Group companies.,

33 uitisate holdisg compasy

The Directors consider the Company’s ultimate heolding company to be Christineborg Holdings AB (formerly Bransta Férvaltnings AB),

which is incorporated in Sweden. Copies of that company’s accounts are available from PRV Patent och Registeringsverket, Bolag,
851 81 Sundsvall, Sweden.
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Restated

2002 2000 2000 1999 1998
Year ended £000 £000 £000 £000 £000
Fixed assets 40,584 19,875 24,359 19,759 18,886
Net current assetsAliabilities) 2,248 8,694 (1,047) 12,559 10,197
Leng-term liakilities (8,498) {1,250) (803} (11,7700 {17,820}
Net assets employed 34,334 27,219 23,109 20,548 11,263
Ordinary capital 7.838 6,089 7.167 7,660 7,660
Other capital - - - - 19,252
Reserves 26,496 17,638 15,942 12,888 {15,649)
Minority interests - 3,592 - - -
Shareholders” funds 34,334 27,319 23,108 20,548 11,263
Turnover 445,235 309,761 195,249 243,730 266,827
Profitdloss) before taxation 4,851 3,534 2,031 8,518 (3,194)
Taxation recoverableXpayable) 363 120 (563) - 34
Profit/less) after taxation 5214 3,654 1,468 8,518 (3,160)
Minority interests (147) (41) - -
Ordinary dividends (862) (609) -
ProfitAioss) retained ﬁ 4,205 3,004 1,468 8,518 (3.180)
On balance sheet funds{borrowings) {£m) (2.4) 12.2 9.1 2.1 {10.8)
Cff balance sheet borrowings {£m) (1.2) (3.9) (2.9) 5.4 (12.2)
Total fundsidebt) (£m) (3.6) 8.3 6.2 (3.3 (23.0)
EarningsAloss) per Ordinary Share {(p) 7.25 | 5.34 1.80 11.10 (5.10)
Diluted earnings per Ordinary Share (p} 713§ 5.30 1.90 11.10 n/a
Dividend per Ordinary Share {p} 11 1 -
Net assets per Ordinary Share {p} 43.8 389 32.2 268 18.2

Note

The results for 2002 and 2001 have been restated to reflect the implementation of FR$19. Pricr periods do not reflect the implementation

of this standard.
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Shareholder Information
Snnnal Genarsf Maating 26 February 2003
Results Announcement of interim results — June 2003
Preliminary announcement of full year results - December 2003
Drwnevship of Grdinary Shares Number of Number of
shareholders Crdinary Shares
% oco %
December 2002
Size of shareholdings
1 -1,000 2,765 62.16 1,016,177 1.30
1,001 - 5,000 1,060 2383 2,754,708 3.51
5,001 - 16,000 301 6.77 2,397,776 3.06
10,001 - 100,000 284 6.39 8,538,470 10,85
100,087 - 250,000 18 0.40 2,753,201 3.51
250,001 - 500,000 g 0.20 3,131,803 4.00
500,007 - 1,000,000 3] 0.14 4,360,584 5.56
1,000,001 and over 5 C.11 53,435,095 68.17
4,448 100.00 78,388,814 100.0
Category of owner
Private shareholders 4,226 84.21 32,888,926 41.96
Holding company <] .13 50,503 0.06
Limited company 37 0.91 2,151,893 2.75
Nominee company 172 4.58 42,682,105 54.45
Public company 3 0.06 600,005 .78
Trust or pension fund 4 0.1 14,980 0.02
4,448 100.00 78,388,814 100.00
Directors and Advisors
Directors Registrars Auditors Solicitors
C A Scroggs Northern Registrars Ltd RSM Robson Rhodes Charles Russel
P 1 PV Gyllenhammar Cresta House 186 City Road Compass House
R Feast Alma Street London Lypiatt Road
P Sellars FCA Luton EC1V 2NU Cheltenham
Bedfordshire GL50 2¢
Company Secretary LUt 2pU Principal Bankers
A N McArthur FCA Barclays Bank Pic
Stockbrokers Corporate Banking Centre
Company Number Rowan Dartington & Co Ltd Eagle Point
650447 Colston Tower 1 Capability Green
Colston Street Luton
Registered Office Bristol U1 3U5
38 Cornhil! BS1 4RD
London
EC3Y 3N
Web-site address

wwaw.montpelliergroup. ple.uk
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Natice of Annual General Meeting

Notice is hereby given that the forty-third Annual General Megting of the Cornpany will be held at 39 Cornhill, London EC3V 3NU on
26 February 2003 at 11.00 am.

The meeting will then consider the following business.

Crdinary Business
To consider and, if thought fit, to pass the foliowing ordinary resolutions:
1 To receive and adopt the accounts for the year to 30 September 2002 and the Reports of the Directors and Auditors thereon.

(Resolution 1)
2. To declare 3 final dividend of 0.6 pence per share. {Resclution 2)

To re-elect the following Director whe refires in accordance with the Company’s Articles of Association:

p sellars {Resolution 3)
4. To re-elect the following Director who retires in accordance with the Comgpany’s Articles of Asscciation:

R Feast (Resclution 4)
5.

To re-appoint RSM Robison Rhodes as Auditors of the Company and to authorise the Directors to determine their remuneration.

{Resolution 5)
Spectal Business

To consider and, if thought fit, to pass the following resclutions of which resolution 6 shall be proposed as an ordinary resciution and
resolution 7 as a special resolution:

6. That, in substitution for all previous authorities, which are hereby revoked, the Company be and is hereby generally and

unconditionally authorised for the purpose of Section 166 of the Companies Act 1985 to make one or more markat purchases

(within the meaning of Section 163 of the said Act} of Ordinary Shares of 10p each in the capital of the Company
{" Ordinary Shares”} provided that:

(a) the maximum aggregate number of Ordinary Shares hereby authorised to be purchased is up to 15 per cent of the Ordinary
Shares in issue at the date of this meeting, being 11,758,321 Crdinary Shares if no more Crdinary Shares are purchasad and

cancelled by the Company between the date of the notice convening this meeting and the date of this meeting, potentially

reducing to 10,388,209 Ordinary Shares i the Company’s current authority from shareholders to make market purchases of

Ordinary Shares is utilised in full between the date of the notice convening this meeting and the date of this meeting;

the maxirmum price {exclusive of expenses) which may be paid for an Ordinary Share is an amount equal to 105 per cent of the

average of the middle market quotations for an Ordinary Share taken from the daily official list of the London Stack Exchange

for the five business days immediately preceding the day on which the Ordinary Share is purchased;

the minimum price {exdlusive of expenses) which may be paid for an Ordinary Share is 10p, its nominal value;

unless previously renewed, varied or revoked, the authority hereby conferred shall expire at the conclusion of the Annual General

Meeting of the Company to be held in 2004 or on 25 May 2004 whichever shall be the earfier;

the Company may make a cohtract or contracts 1o purchase Ordinary Shares under the authority hereby conferred prior to the

expiry of such authority which will or may be executed whoily or partly after the expiry of such authority and may make a

purchase of Crdinary Shares in pursuance of any such conftract or contracts,

the foregoing authority may not be exercised if the result thereof would be to require any perscn to make a mandatory offer for

the whole of the Ordinary Share capital of the Company not already owned by him or persons acting in concert with him
pursuant to Rule ¢ of the City Cede on Takeovers and Mergers.

©
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{Resolution 6)
7. That, pursuant to the general and unconditional authority to the Directors to allot relevant securities (within the meaning of

Section B0 {2) of the Companies Act 1985) conferred for the period ending 26 March 2007 by a special resolution passed at the
Extraordinary General Meeting held on 27 March 2002, the power conferred upen the Directors by regulation 9(8) (i of the
Company’s Articles of Assodation to allot equity securities wholly for cash be renewed for the period ending on the date of the

Annual General Meeting In 2004 or on 25 May 2004, whichever is the earlier, and for such pericd the "Section 89 Amount” referred
to in regulation 9 of the Company's Articles of Association shafl be £391,944.

(Resolution 7)
14 lanuary 2003

By Order of the Board
Registered Office AN McARTHUR FCA
39 Cornhill Secretary
London
EC3V 3NU

Notes

Holders of Ordinary Shares are entitied fo attend and vote at this meeting, A shareholder entitled 1o attend and vote may appoint a
proxy, who need not be a shareholder of the Company, to attend {and on a poll to vote) instead of him ¢r her.

Proxy forms and the powers of attorney or other authority, if any, under which they are signed need to be deposited at the office ot
the Company’s Registrars, Northern Registrars Ltd., PO Box 30, Cresta House, Alma Street, Luton LU1 2BR, not later than 48 hours
before the time of the meeting. Completion of a form of proxy will not preclude a shareholder from attending and voting in person
at the meeting.

In accordance with the Companies Act 1985 and with the requirements of the London Stock Exchange, a register of Directors’
interests in the share capital and debentures of the Comnpany, together with copies of service agreements under which Direciors of the
Company are employed, is available for inspection at the Company’s registered office during normal business hours from the date of
this notice until the date of the Annual General Meeting and will also be available for inspection at the place of the Annual General
Meeting for at least 15 minutes prior to and during the Meeting.

Resolution 6: The detalls and backgreund to the reselution to renew the autherity to the Company to make limited market
purchasas of its own shares are set out in the Directors’ Report.

Resolution 7: By resolution 7 your Directors are seeking renewal of the power 1o allot shares for cash for the purposes of a rights
issue of in connection with a serip dividend offer, or othenwise than in connection with a rights issue or a scrip dividend offer but in
such drcumnstances limited to the issue of shares up 1o an aggregate nominal value of £391,944, keing 5 per cent of the issued

whirhaver i« parlior

Ordinary Share capital at 14 January 2003. 'f given, this power will expire at the Company's AGM in 2004 or on 25 May 2004,
L




