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Introduction Pinewood Shepperton is the leading
European provider of studio and related
services to the film and television
industries. Our facilities support film
production, filmed television and studio
television recording, post production sound
services and media related businesses.
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Financial
summary

Strategic
milestones
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e Turnover of £33.4m (2004: £38.7m) reflecting the adverse
impact of transition in UK film fiscal policy

¢ Operating profit before exceptional administrative
expenses, finance costs and taxation of £5.3m
(2004: £12.9m)

» Operating profit of £3.7m (2004:£11.4m]

* Diluted earnings per share of 0.9p (2004: 13.3p)
e Year end net debt of £42.1m (2004: £40.5m)

e Qutline planning consents secured for 1.8 million sq ft,
comprising additional facilities of 1.2 million sq ft and
replacement facilities of 0.6 million sq ft at the Pinewood
and Shepperton sites

e Teddington Studios acquisition in April 2005, further
diversifying revenues

e Resolution of film tax uncertainty with the Chancellor’s
2006 Budget announcement of UK film fiscal incentives,

effective from 1 April 2006



Chairman’s
statement
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Harry Hill's TV Burp Harry Hill targets soaps,
Big Brother, X Factor and all of the other reality
TV shows in his cheery and highly amusing
round up of the week's television.

Trading conditions for 2005 were challenging, resulting principally from
our film customers’ uncertainty over the outcome of the Government'’s
review of UK film fiscal policy and an adverse US dollar/sterling exchange
rate. As expected, film revenues during the latter part of the year improved
and made an important contribution to the full year’s results.

In the Pre-Budget Report in early December 2005, the Government,

after consultation with the industry, set out new tax incentives for British
films. Those proposals, and further details in the Chancellor's March 2006
Budget, have been widely welcomed by the industry.

Our long-term strategy, set out at the time of the IPO, remains on course:
to increase utilisation of our studio facilities, to enhance the scale and
quality of the studios and further to grow our television and media park
revenues. Our acquisition of Teddington Studios was a further step in
pursuing this strategy.

The global market for audiovisual content, including film, television,
DVD and video games continues to grow — demand for content

remains strong. This is fuelled by increasing consumer leisure
expenditure, technical innovation, and increasing distribution platforms.
Pinewood Shepperton plays a leading role in the provision of facilities to
satisfy worldwide demand for the production of audiovisual content.
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In July 2005 we welcomed Nick Smith, Sales and Marketing Director since
May 2002, on to the Board, and | am delighted to welcome James Donald,
former Chairman of property consultants, Strutt and Parker, as an
independent Non-Executive Director, following his appointment to the
Board on 27 March 2006. His property experience will be invaluable

going forward. Steve Jaggs retired as Group Managing Director at the

end of 2005 and | would like to record my appreciation for his invaluable
contribution over the years.

Pinewood Shepperton plc's results for 2005, during exceptionally difficult
trading conditions, have been achieved in no small measure by the
commitment of the Chief Executive, Ivan Dunleavy, and his staff.

On behalf of the Board | thank them for their contribution.

As a result of the challenging trading conditions during 2009, the
Board has not proposed a dividend for 2005. As soon as appropriate,
the Company intends to return to its progressive dividend policy.

-

Michael Grade
Chairman
27 March 2006
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The Children of Men In 2027, as humankind
faces the likelihood of its own extinction, the
world's youngest citizen, aged 18, has just died
Alfonso Cuardn’s The Children of Men follows
the unexpected discovery of a lone pregnant

woman and the desperate journey to deliver
her to safety and restore faith for a future
beyond those presently on Earth.

Ch|ef Executive's Enhanced reporting of revenue

. Pinewood Shepperton continues to be the leading European provider of
review studio and related services to the film and television industries. In line
. . with our strategy, our film stages are being successfully marketed to
Ope rati ng review television customers, driving up overall utilisation. In order to provide
greater transparency on the sources of our revenue, we are adopting an
analysis of film and television revenue based on the type of customer,
rather than categorising it, as in previous years, by the type of production
facility used. Media Park income will continue to be disclosed separately.

For 2005, Note 3 to the financial statements provides an analysis on
both bases.

The Operating review below follows this revised customer type analysis.

Markets

Film (including film sound services)

Film production is a global business and international competition

from locations offering tax incentives, including cash benefits, is strong.
However the UK is recognised as a highly efficient provider of film services
to the global market and Pinewood Shepperton competes by offering a
breadth of facilities and unique assets.

Overall, film production investment in the UK for 2005 was £559m
(2004: £812m). This reduction was mostly due to the uncertainty over
the UK film tax environment, which is now resolving itself satisfactorily.

Digital technologies are transforming the production and distribution of
audiovisual content. Consumers have access to more content than ever
before. Digital cinema - the digital distribution and projection of films - is
coming, only the time frame is unknown. This development will enable an
even greater range of content to be shown theatrically with more flexible
release patterns, and should only enhance demand for new films.
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The film sound post production market in London and the South East
Is fragmented with a large number of independent operators.

Our marketing initiatives, supported by global connectivity links to
other post production facilities, are keeping Pinewood Shepperton

at the forefront of the audio post production industry in the UK.

Television

In January 2006, an OFCOM survey revealed that UK network
broadcasters spent £4.7bn on programming in 2004, of which £2.6bn
was on UK originated programming. This has confirmed our view on
our strategy of diversification into television. Demand for UK television
content, both filmed and electronic, continues to grow, particularly for
high-end drama, sit-coms and major event programming. The rising
number of distribution channels also fuels demand for new content -
both in quantity and quality. The predominant UK network broadcasters
are valued customers and they account for the majority of investment in
high cost programme origination. It is anticipated that expenditure on
originated programming will continue to increase. In response to this
the Group has sought growth opportunities, as offered by the acquisition
of Teddington Studios.
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Trading

Film

For the twelve months ended 31 December 2005, Film revenues were
£18.0m (2004: £26.2m). In the first half of 2005, challenging trading
conditions resulted in Film revenues of £7.3m (2004: £14.7m). In the
second half of the year, occupancy levels of our film studios were buoyed
by productions including, The Da Vinci Code, The Children of Men and
Stormbreaker, amongst others, and Film revenues increased to

£10.7m (2004: £11.5m).

In March 2005 we brought into use the newly constructed underwater
filming stage, a unique facility which has proved to be an attractive
addition to Pinewood. An encouraging level of contracts for this facility
were secured throughout 2009, including Basic Instinct [land The Da Vinci
Code, as well as a number of television productions and commercials.

During the first half of the year, our Film revenues from sound post
production performed well, mixing a number of major and medium-sized
films including Batman Begins, Doom, Nanny McPhee, Kingdom of
Heaven, Goal, Valiant, Pride and Prejudice and Festival. Audiovisual post
production activity lags the principal film production process by several
months, and the lack of clarity of UK film fiscal policy has therefore
affected this revenue stream later in the cycle.

During the year our facility dedicated to foreign language sound mixing
continued to perform well, in line with previous years.



Vfor Vendetta A Warner Bros. production

set against the futuristic landscape of a
totalitarian Britain, V For Vendetta tells the
story of a mild-mannered young woman
named Evey (Natalie Portman) who is rescued
from a life-and-death situation by a masked
man (Hugo Weaving) known only as 'V".
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Television

Turnover from Television for the twelve months to 31 December 2005
was £8.9m (2004: £6.0m). Television revenues for the first half of 2005 of
£2.6m (2004: £2.6m) increased during the second half of 2005 to £6.3m
(2004: £3.4m), following the Teddington Studios acquisition and the
completion of a number of significant productions that had been held
over at the mid year. In 2005 we hosted, The Weakest Link, My Family,
The Trisha Goddard Series, The Green Green Grass, The IT Crowd and
Home Again in addition to a number of medium-sized television filmed
drama productions including Elizabeth, Miss Marple, Poirotand Extras,
and a healthy level of commercials and corporate events. We are
encouraged by the level of repeat business from a number of continuing
productions, and by the level of utilisation of our film facilities that television
dramas are generating, which are delivering greater consistency to the
enlarged business.

Teddington Studios is now successfully integrated into the Group. Prior to
our acquisition, its level of business activity had been significantly eroded.
We have restructured the business, reducing fixed costs, and progressed
the harmonisation of our television operations. Teddington Studios has
expanded the range of television and media services we are able to offer
in the market place, and we are encouraged by the additional revenue
streams from channel hosting and live broadcast facilities. This is
providing access to a wider range of independent television production
companies, producing programmes such as Quiz Call TVand Racing UK.
Our transmission capabilities at Teddington Studios enable us to offer
more channel hosting facilities to the marketplace and we are actively
pursuing growth opportunities in this area.

During the year we renovated a dubbing theatre at Pinewood Studios to
provide a bespoke, dual purpose audio post production facility, for film
and television, the latter being a new revenue stream. Productions which
utilised this facility included Rosemary and Thyme, Waking the Dead,

55 Degrees North and Captain Scarlet.
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Doom Based on the hit computer game
about Marines sent to investigate what
has gone wrong at a remote scientific
research station on Mars.

Media Park

Media Park income for the twelve months to 31 December 2005 was
£6.5m (2004: £6.3m). This is a recurring revenue stream and occupancy
levels remain strong. In order to retain long-term revenues we continued
to renovate and refurbish areas of our portfolio without compromising
our plans for the future.

Studio enhancements

During 2005 we brought into use new facilities including our unique
underwater filming stage and a bespoke television audio post production
facility at Pinewood Studios. At Shepperton Studios we constructed

an additional 8,000 sq ft of workshops and renovated A and B stages.

We are delighted that we have achieved outline planning consents for
the enhancement of our studios at both Pinewood and Shepperton.
This was well received by the local communities, and is a significant
step in expanding and improving the facilities at both studios. We are
working with our advisers to determine the most appropriate structure
to take advantage of these consents for the benefit of shareholders.
The development of additional capacity will support our long-term
growth strategy.

Organisational structure

The Group now operates across three sites, as a consequence of which,
we took a decision to streamline our operational management structure,
generating an annualised cost saving of £0.5m.
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UK film fiscal policy

On 29 July 2005 the UK Government published its long awaited
consultation document for new tax incentives for British films, aimed
at delivering a sustainable film production industry. This is intended to
replace the existing Sections 42 and 48 reliefs of the ICTA. The formal
consultation period ended on 21 October 2005. The Government, on

5 December 2005, outlined its proposals for a new regime of tax
credits for film.

The Government proposals provide an improvement in the value of the
tax credit for smaller (E20m or less] films, and a significant improvement
in the value of the tax credit for larger budget (more than £20m) films.
The tax credits proposed are at a rate of 20% and 16% respectively, on
the value of UK expenditure for film production. A tighter definition of
film producer’ will ensure that the tax credit flows directly to the film
maker, and Government has confirmed that the taxation relief will be
retrospectively available from 1 April 2006, following the passing of
legislation. At the same time, a points based cultural test for British films
will be introduced. Further details of the proposed new UK tax credits
were announced in the Budget on 22 March 2006, including a welcome
reduction to the minimum spend threshold.

We have welcomed the Government's announcement and their strong
commitment to a sustainable UK film industry. The proposals outlined
by the Chancellor in the 2006 Budget have brought greater clarity and
certainty, which the film industry had been seeking.
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Chief Executive’s
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Financial review
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assistant at British
ora group of young

Love & Other Disasters An
Vogue becomes the cataly
friends as they try to find love

First time adoption of International Financial Reporting Standards
(IFRS)

The consolidated financial results for Pinewood Shepperton plc for the
12 months to 31 December 2005 have been prepared for the first time
under IFRS.

Under IFRS, we retrospectively reviewed the business combinations
following the acquisition of Pinewood Studios and Shepperton Studios

in 2000 and 2001 respectively. This review has given rise to a goodwill
figure of £11.9m and an additional deferred taxation liability of £11.3m,
being the capital gains tax which would be payable if the properties were
to be sold at the value attributable to them at the time of their acquisition
by the Group.

Detailed explanation of the IFRS adjustments are included in the notes to
the financial statements.

Profit performance

Gross profit margin was 34.7% (2004: 48.9%), and operating profit margin
before exceptional administrative expenses, finance costs and taxation
was 16.0% (2004: 33.3%). The reduction in both gross and operating
margins arose from significantly reduced turnover from film against

the comparable period in 2004 and reflects the operational gearing of
the Group. The profit before tax after exceptional costs was £0.6m

(2004: £6.4m).

Earnings per share

Diluted earnings per share for the twelve months to 31 December 2005
were 0.9p, compared to 13.3p for 2004. The diluted and weighted average
number of shares in issue was 45.8m.
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Miss Marple Geraldine McEwan stars as
Miss Marple, Granada's new series c
adaptations involving Agatha Christie’s sleuth.

Operating cash flow and net debt

Cashflow generated from operating activities, after borrowing costs and
taxation payments, for the twelve months to 31 December 2005, was
£7.3m (2004: £5.1m), reflecting the Company’s post IPO capital structure.

Net debt at 31 December 2005 was £42.1m (2004: £40.5m), being the
Group’s current and non-current interest bearing loans and borrowings
of £0.3m and £43.1m respectively (2004: £1.6m and £38.9m respectively),
net of cash of £1.3m (2004: £nil). This includes £0.3m of outstanding
finance lease liabilities, from a total of £1.2m taken over on the acquisition
of Teddington Studios. During 2005, the Board reviewed the Company’s
financing arrangements with its bankers, agreeing revised terms,

which provide a revolving credit facility of £50.0m and an overdraft

facility of £3.0m.

Interest

Finance costs for the twelve months to 31 December 2005 were £3.1m
which were £1.8m less than 2004, reflecting the benefit of the Company’s
new capital structure following the IPO in May 2004.

The Company’s policy is to hedge £20m of its drawn debt, and in
accordance with IFRS accounting requirements, there has been a
charge to reserves of £400,000, reflecting the fair value of this interest
rate swap agreement, net of deferred tax.

Taxation

The tax charge for the year to 31 December 2005 is £180,000, an effective
rate of 32%, allowing for the impact of certain disallowable expenditure,
including items relating to the acquisition of Teddington Studios.

Dividend
The Board is not proposing a final dividend for 2005. As soon as
appropriate, the Board intends to return to its progressive dividend policy.
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Sixty Six It's the summer of ‘66, and England is
about to be consumed by World Cup Fever. With
the final scheduled to take place on the same day
as his Bar Mitzvah, and his parents distracted by
everyday life, Bernie's longed-for big event looks
set to be a complete disaster.
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Exceptional costs

Restructuring and reorganisation costs of £0.6m were incurred during
2005, arising from streamlining of the management structure at
Pinewood and Shepperton. In addition, costs of £1.0m relating to the
acquisition and restructuring of Teddington Studios, resulted in a total
exceptional costs charge of £1.6m for 2005 (2004: £1.5m).

Acquisition of Teddington Studios

On 1 April 2005, Pinewood Shepperton acquired the business and certain
of the assets relating to Teddington Studios Limited (in administration)
and the entire share capital of the Studio Broadcasting Company Limited,
ata cost of £2.9m. The acquisition price was made up of £1.0m for assets
acquired and costs incurred in the acquisition, £1.2m for assets the
subject of finance leases and liabilities assumed of £0.7m. Subsequent to
the acquisition, we further evaluated the fair value of the assets acquired
and allocated £1.7m of the purchase price to goodwill, which is carried in
the balance sheet at 31 December 2005.

At the time of the acquisition, we said we would incur reorganisation costs
of £1.3m that were to be provided for during 2005 as an exceptional item.
We have revised this expectation, and we do not now anticipate exceptional
costs relating to this acquisition to exceed the £1.0m already charged.

[/ N—

Ivan Dunleavy
Chief Executive
27 March 2006
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Board of Directors and advisers

Chairman

Michael Grade *t+1 (63) began his career as a sports journalist; previous positions include Chief Executive of Channel 4
(1987-1997) and Chairman and Chief Executive of First Leisure plc. Michael Grade is Chairman of the Governors of the BBC,
and also holds a number of other non-executive directorships. He has been Chairman of Pinewood Shepperton plc since 2000.

Executive Directors

Ivan Dunleavy (46) has spent his career in media businesses initially in finance roles; prior positions include a variety of
media business roles and prior to his current role was Chief Executive of VCI plc until it was acquired by Kingfisher plc in
November 1998. He has been Chief Executive of Pinewood Shepperton plc since 2000.

Patrick Garner FCA (60) was a director of Trafalgar House Property Limited and Finance Director of Canary Wharf Limited
from 1993 to 1995 (appointed by the secured lenders on exit from administration), Finance Director of ABC Cinemas Limited
and Vice President Property and Finance for Village Cinemas Limited. He joined Pinewood Shepperton plc in September 2001.

Nicholas Smith (43) joined Pinewood Shepperton plc in May 2002. Previous positions include Head of European Sales for
Nokia (Home Communications), European Sales Director for beenz.com, Broadcast Director for TSMS Ltd and Marketing
Manager at London Weekend Television.

Non-Executive Directors

Adrian Burn FCA * 11 (60) trained as a chartered accountant. He has spent most of his career in professional practice,
becoming Managing Partner and then Senior Partner of Binder Hamlyn and a member of the UK Board of Arthur Andersen.
He is currently a non-executive director of a number of companies including GE Capital Bank and is also a trustee and the
honorary treasurer of the NSPCC. He is the senior independent Director, and Chairman of the Audit Committee, of Pinewood
Shepperton plc.

Nigel Hall FCA *+1 (50) trained as a chartered accountant. He joined the Burton Group (renamed Arcadia Group plc following
the demerger of Debenhams in January 1998) in 1984, being appointed to its Board in August 1997 and becoming Group
Finance Director in November 1997, a role he continued in until March 2003. He is currently a non-executive director of

Unite Group plc, Countrywide Farmers plc and C & J Clark Limited, and Chairman of the Remuneration and Nomination
Committees of Pinewood Shepperton plc.

* Member of the Audit Committee
T Member of the Nomination Committee
T Member of the Remuneration Committee

Company Secretary Stockbrokers and Financial Advisers
Nigel Wolfin ACA JPMorgan Cazenove

Registered Office Solicitors

Pinewood Road Travers Smith

lver Heath

Buckinghamshire Registrar

SLO ONH Lloyds TSB Registrars

Auditors

Ernst & Young LLP

Bankers

The Royal Bank of Scotland plc

Lloyds TSB plc

Allied Irish Bank p.l.c (GB)

Alliance & Leicester Commercial Bank plc
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Directors’ report

The Directors are pleased to present their annual report to shareholders together with the financial statements for the year
ended 31 December 2005.

Principal activities and future developments
The principal activities and likely future developments of the Group are discussed in the Chief Executive’s review.

Results and dividends
Profit for the financial year ended 31 December 2005 was £0.4m (2004: £4.6m). The Directors do not propose a final dividend for
the year ended 31 December 2005, reflecting the challenging trading conditions during the year.

Directors and their interests
The Directors at 31 December 2005 and their interests in the share capital of the Company, other than those interests in
options to acquire ordinary shares (which are contained within the Directors  remuneration report), were as follows:

Number of Number of

ordinary ordinary

shares at Purchased shares at

1 January during the 31 December

2005 year 2005

Michael Grade 620,486 - 620,486
Ivan Dunleavy 1,071,180 8,000 1,079,180
Patrick Garner 71,991 5,000 76,991
Adrian Burn 66,660 - 66,660
Nigel Hall 5,490 6,009 11,499

Nicholas Smith _ _ _

During the year under review Stephen Jaggs was a Director of Pinewood Shepperton plc, until his resignation from the

Board on 31 December 2005. On 27 March 2006, James Donald was appointed to the Board of Pinewood Shepperton plc.
Patrick Garner will retire by rotation at the forthcoming Annual General Meeting on 19 June 2006, and being eligible will offer
himself for re-election. Nicholas Smith and James Donald have been appointed to the Board since the conclusion of the last
Annual General Meeting and, in accordance with the Articles of Association, are offering themselves for election at the
forthcoming Annual General Meeting on 19 June 2006. Details of Directors’ service contracts are provided in the Directors’
remuneration report. Directors’ interests in contracts in the Group’s business are disclosed as related party transactions in
Note 24 to the accounts.
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Share capital
Details of issued share capital are contained in Note 19 to the financial statements.
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At 27 March 2006, the beneficial interests amounting to 3% or more of the issued share capital of the Company, as notified to

the Company, comprised:

Number of Percentage

shares held

Artemis Investment Management Limited 5,047,054 11.02%
Landsdowne Partners Limited Partnership 4,400,000 9.60%
JP Morgan Chase & Co. 4,257,601 9.29%
SVG Capital plc 4,180,000 9.12%
Morley Fund Management Limited 3,229,905 7.05%
Aegon UK plc 2,668,040 5.82%
Strategic Equity Capital plc 2,206,000 4.82%
T Rowe Price Associates 2,000,000 4.36%
BriTel Fund Trustees Limited 1,901,602 4.15%
Legal & General Group plc 1,379,442 3.01%

Creditor payment policy

Group trade creditors at 31 December 2005 were equivalent to 34 days of purchases during the year. Group policy is that
specific terms are agreed between operating companies and their respective suppliers, and that payments are made to
suppliers in accordance with these terms.

Charitable donations

During the year the Company donated £8,000 to charitable causes. The Company is committed to supporting local charities

and causes in addition to supporting certain industry charities relating to the media sector.

Financial instruments
The financial management objectives and policies of the Group are included in Note 25 to the consolidated financial
statements and Note 7 to the Company financial statements.

Annual General Meeting

The notice convening the Annual General Meeting of the Company, to be held at the offices of JPMorgan Cazenove,
20 Moorgate, London EC2R 6DA, at 10.30 am on 19 June 2006, together with an explanation of the resolutions to be
proposed at the meeting, is contained in a circular to shareholders enclosed with this Annual Report.

Registered auditors

In accordance with Section 384 of the Companies Act 1985 resolutions proposing the reappointment of Ernst & Young LLP

as auditors to the Company will be proposed at the Annual General Meeting at a level of remuneration to be agreed by
the Directors.
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Statement of Directors’ responsibilities in respect of the financial statements

The Directors are responsible for preparing the Annual Report and the consolidated financial statements of the Pinewood
Shepperton plc Group in accordance with applicable United Kingdom law and those International Financial Reporting
Standards as adopted by the European Union.

The Directors are required to prepare financial statements for each financial year which present fairly the financial position of
the Company and of the Group and the financial performance and cash flows of the Company and of the Group for that period.
In preparing those financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume the Group will continue
in business.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Company and the Group and to enable them to ensure that the financial statements comply with the
Companies Act 1985. They are also responsible for safeguarding the assets of the Group and hence for taking reasonable
steps towards preventing and detecting fraud and other irregularities.

In preparing the financial statements the Directors consider that appropriate accounting policies have been used and applied
in a consistent manner supported by reasonable and prudent judgements and estimates and that all relevant accounting
standards have been followed.

After making enquiries, the Directors have a reasonable expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future. For this reason, they continue to adopt the going concern basis in preparing
the accounts.

Approved by the Board on 27 March 2006 and signed on its behalf by

NALh—

N Wolfin ACA
Company Secretary
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Corporate governance

During the year under review, the Board has continued to support the principles of corporate governance, as advocated by the
Combined Code. The Company’s approach to its application of the principles set out in the Combined Code is detailed below.
Pinewood Shepperton plc has remained compliant with all requirements of the Code subject to the composition of the Audit
and Remuneration Committees. Given the size of the Company’s Board, the Chairman’s membership of the Audit and
Remuneration Committees has been considered entirely appropriate. However, with effect from 27 March 2006 the
Chairman, Michael Grade, has stood down from the Audit Committee and been replaced by James Donald, an independent
Non-Executive Director, who joined the Board on that date.

Membership of the Board

The Board comprises the Chairman, Michael Grade; three Executive Directors, Ivan Dunleavy, Patrick Garner and Nicholas
Smith; and three independent Non-Executive Directors, Adrian Burn, Nigel Hall, and, following his appointment to the Board
on 27 March 2006, James Donald.

Nicholas Smith was appointed to the Board on 4 July 2005, and Stephen Jaggs retired from the Board on 31 December 2005.

Independence of Directors

Adrian Burn, the senior independent Director, has been an independent Non-Executive Director of the Company since he
joined the Board in April 2000. Nigel Hall joined the Board at the time of the Company’s Initial Public Offering, in May 2004.
Both Adrian Burn and Nigel Hall continue to contribute significantly to the Board's consideration of the Company’s strategic
direction and its relationship with external stakeholders. James Donald’s property experience will be invaluable going forward.

Meetings of Directors

During the year under review the Board held ten scheduled Board meetings, which were attended by all serving Directors,
save for one meeting not attended by Stephen Jaggs and one other by Adrian Burn, as a result of ill health. A further nine
board meetings were held during the year, dealing with such issues as the acquisition of Teddington Studios, the Board's
consideration of current trading and outlook for 2005, and the appointment of Nicholas Smith to the Board.

The duties and responsibilities of the Board

The Board is responsible for determining corporate strategy and treasury policy, approval of capital expenditure projects in
excess of certain thresholds, dividend policy, interim and final financial statements, all regulatory communications required
by the Company and appointments to the Board.

The Board is provided with comprehensive monthly financial and operational information to support its understanding of
the business and related operational issues, and to enable it to fulfil its responsibilities accordingly. Directors are provided
with regular access to the Company Secretary and to senior management, to facilitate their understanding of significant
operational issues and assessment of the Company’s prospects, including the ongoing consideration of succession
planning. Procedures are in place to enable Board members to take independent professional advice if required.

Board evaluation

During the year the Chairman conducted reviews to assess the individual performance of members of the Board, and a
meeting of the independent Non-Executive Directors considered the effectiveness of the Board as a whole. Additionally, the
senior independent Non-Executive Director conducted a review of the performance of the Chairman, which included an
assessment by other members of the Board. The Nomination Committee met in the year and concluded that it was satisfied
as to the nature and findings of the reviews which had been undertaken.

The Chairman’s commitments

During the year under review, Michael Grade has remained committed in his support of the Company and in his contribution
to the effectiveness of the Board. The Chairman of the Audit Committee, Adrian Burn, meets at least annually with his
counterpart at the BBC, to ensure the avoidance of any potential conflicts of interest arising between Pinewood Shepperton plc
and the BBC, a customer of the Company, given Michael Grade’s Chairmanship of the Governors of the BBC.
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Directors’ training

Prior to their appointment to the Board, all Directors are provided with a detailed understanding of the Company, by meeting
with existing Directors, and being provided with comprehensive financial and operational information. Additionally, Directors
are fully briefed and kept up to date on issues impacting their role and responsibilities as Directors.

On an ongoing basis, Directors continue to be updated on significant financial and operational issues via Board meetings
and regular communications from the Company, as well as being provided with direct access to the Company’s
senior management.

Executive Directors’ contracts
All Executive Directors’ service contracts are on a rolling 12 months’ basis. Further information in respect of these contracts is
provided in the Directors’ remuneration report.

Communication with institutional shareholders

Executive Directors maintain regular and structured dialogue with institutional shareholders via direct scheduled meetings
and communication in response to ad hoc queries and requests from shareholders. In addition, the Chairman and
independent Non-Executive Directors are available to meet significant shareholders, as required.

Board committees

The Board has established three committees - Audit, Nomination and Remuneration. The Chairman and members of these
committees are appointed by the Board on the recommendation of the Nomination Committee, following consultation with the
appropriate committee’s chairman. All meetings of the committees during 2005 were attended by all serving members of the
respective committees.

Audit Committee
Adrian Burn - Chairman
Nigel Hall

Michael Grade

Adrian Burn and Nigel Hall are both independent Non-Executive Directors and contribute significant financial expertise
following previously held senior positions in major commercial organisations.

Effective from 27 March 2006, James Donald has been appointed to the Audit Committee, and Michael Grade has stood down
from the Audit Committee.

The committee has written terms of reference reflecting the requirements of the Code which have been approved by the
Board and implemented with effect from 19 April 2004, as amended on 27 September 2004. The committee provides the
Board with assurance in respect of the integrity of the Group's financial procedures, policies and controls. The Group’s
external auditors meet directly with the Audit Committee in advance of full year and interim results, and on other occasions
as required. The Audit Committee reports to the full Board of Pinewood Shepperton plc. The committee also reviews the
effectiveness of the external audit process including the issue of auditor independence. In line with best practice, the Audit
Committee has introduced a policy that defines non-audit services that the Group’s auditors may or may not provide.

During 2005, the committee met twice with the external auditors, with the Finance Director in attendance on both occasions.
Further unscheduled communication between the members of the committee is conducted as required. The Audit Committee
continues to consider, that given the size of the Company, an internal audit function is not currently required.
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Nomination Committee
Nigel Hall - Chairman
Adrian Burn

Michael Grade

Following the adoption of the Code the Board has put in place terms of reference for the committee, which were approved by
the Board on 19 April 2004, as amended on 27 September 2004. The committee’s purpose is to make recommendations to the
Board on all proposed appointments of Directors, to review succession plans for the Group, and to review Board effectiveness.
The Nomination Committee met on three separate occasions during the year.

Remuneration Committee
Nigel Hall - Chairman
Adrian Burn

Michael Grade

A detailed report on the Remuneration Committee’s activities is contained within the Directors’ remuneration report.

Internal control

The Board acknowledges that it is responsible for the Group’s system of internal control and has reviewed its effectiveness in
accordance with the provisions of the Code. The internal control system implemented at Pinewood Shepperton plc for the year
under review, and continuing, is structured in order that the Group's risks are effectively identified, evaluated and managed to
provide reasonable but not absolute reassurance that there is no material misstatement or loss. This process is consistent
with the requirements of the Turnbull Guidance.

The main elements of the Group’s internal control system, including risk identification, are as follows:

Board

The Board of Directors is responsible for the Group's internal control procedures, with an organisational structure that
supports clearly defined authority levels. Board meetings include consideration of strategic, financial, operational and

compliance issues, which is endorsed through assessment by the Audit Committee of the effectiveness of the internal,
financial and operating control environment.

Operating Company controls

The identification and mitigation of major business risks is the responsibility of the Executive Directors and senior
management with ongoing operational responsibility. A part of this remit includes the maintenance and regular review
of procedures to identify and mitigate potential areas of risk.

Financial reporting

In advance of each financial year, the Board approves a comprehensive budget, incorporating a detailed appraisal of underlying
assumptions and business risks. On a monthly basis, the Board is provided with financial information, detailing historic and
forecast results against budget and prior year, incorporating monthly and year to date trading results, balance sheet and
summary notes, cash flow statements, cash forecasts, capital expenditure and levels of indebtedness. In addition, monthly
Board meetings include an appraisal of current forecasts, treasury policy, financial resources, borrowing facilities and hedging
strategy, as well as, on an annual basis, the continuing adequacy of the insurance cover for the Group.

Shareholder communication

Pinewood Shepperton plc has a communication strategy with its shareholders, the majority of whom are institutional.

The Company also regularly communicates with its employees, a number of whom are direct shareholders in the Company,
or are members of the Company Sharesave Scheme. All Company announcements are posted on the investor relations
section of the Company’s website at www.pinewoodshepperton.com as soon as they are released. Relevant shareholder
presentations, notably those given to institutional shareholders on publication of the interim and final results for the year,
are also accessible to all investors via the website. The Company’s dedicated investor relations section of its website includes
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historical financial and share price information, as well as summary information on the business, members of the Board
and senior management.

Additionally, the Annual General Meeting, to be held this year on 19 June 2006, will provide shareholders with a further
opportunity to meet and question the Company’s Board, and to review the previous year's results and business.

Employees

The Company actively considers the position of its employees’ rights through comprehensive and regularly reviewed
employment practices in the areas of recruitment, remuneration, employee relations and health and safety.

The Finance Director has Board responsibility for these areas and regularly updates the Board on relevant issues.

Pinewood Shepperton plc maintains a ‘Whistleblower™ policy, providing an opportunity for employees to raise grievances at

a local level, and ultimately with the Chairman of the Audit Committee. Additionally, the Company’s stated policy on Equal
Opportunities recognises the diversity of individuals, and has procedures in place to ensure that recruitment and promotion
recognises such diversity and is not biased by any consideration of race, gender, sexual orientation, physical ability, or religion,
as well as seeking to provide employees with reasonable conditions of employment and prospects. Additionally, the Company
is aware of impending legislation in the area of age discrimination and has established an approved action plan which will
ensure compliance with all aspects of this legislation.

Employees also receive regular and relevant communication in terms of operational issues and trading performance,
and where appropriate, the views of employees are sought in guiding business practices and strategy.

Environmental policy

Pinewood Shepperton plc is cognisant of its environmental responsibilities and has a comprehensive, Board reviewed policy.
This policy seeks to minimise the adverse impact on the environment from the Company’s activities, to ensure compliance
with regulatory requirements, and to continuously improve environmental performance. It further seeks to establish
appropriate targets to monitor such issues as fuel gas consumption and waste recycling rates, as well as consideration of
such aspects as the storage and use of hazardous substances, the effective management of waste, and management of the
potential impact on third parties resulting from the Company’s conducting of business. The Company has also established
procedures which seek to ensure that environmental disciplines are endorsed and supported by customers and suppliers of
Pinewood Shepperton plc.

Pinewood Shepperton plc's proposed studio enhancement plans will actively consider the use of technologies and practices
which support the environment, including the review of energy efficiency, recycling of water and waste and solar energy.

Board responsibility for environmental and health and safety issues is with the Finance Director, with monthly monitoring by
the Board of relevant issues.

Social responsibility and ethical business practices

Pinewood Shepperton plc is mindful of its social responsibility. The Board maintains responsibility for, and actively considers
the values required to support achievement of the Company’s objectives, in terms of its contribution to local communities,
relationships with customers and suppliers, and recognition of the Company’s unique position within its industry and the
positive influence that this can promote. In managing relationships with external stakeholders, Pinewood Shepperton plc
actively seeks to understand their requirements, and where practicable, incorporate them into its trading relationships.

The Board continues to consider the principles which support ethical business practices, with a policy that guides employee
conduct in consideration of such issues, and is mindful of the Company’s responsibility to consider human rights.
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Information not subject to audit

The Board presents its remuneration report to shareholders of the Company. The Board has established a Remuneration
Committee [the committee) to advise it on appropriate policies and procedures in determining suitable remuneration packages
for Directors and senior management.

During 2005, the committee met on five separate occasions, with all serving members present on each occasion.
Nigel Hall chairs the committee, with Adrian Burn and Michael Grade the other members of the committee.

The committee’s responsibilities include the monitoring, review and recommendation to the Board on the Company’s

broad policy for the remuneration of all Executive Directors, and to determine, and thereafter review at least annually, the
remuneration packages of all Executive Directors, including basic salary, pension arrangements and annual and long-term
incentives, and, as appropriate, make recommendations in respect of other senior management. In addition, the committee
reviews the corporate targets and objectives relating to the Executive Directors’ compensation, including an evaluation of
their performance.

The committee continues to take advice, where appropriate, in order to support its up to date understanding of current market
trends, comparable remuneration packages in similar organisations, and general issues for consideration in determining
appropriate rewards.

In addition, appropriate legal advice relating to contractual issues continues to be taken to ensure compliance with
best practice.

General policy

The Company’s remuneration policy seeks to align the interests of Executive Directors and other senior management with
those of shareholders, whilst retaining the necessary flexibility to cater for future changes to remuneration policy best
practice and the environment in which the Company operates. Company policy aims to provide competitive rewards for the
achievement of both short-term and long-term target performance, recognising that the value of awards to Directors and
employees should be commensurate with individual responsibilities within the Company.

The Company actively encourages share ownership by its employees. The Company operates a Sharesave Scheme, with
participation eligibility extended to all employees of the Group at the date of invitation to the Scheme. In addition, Executive
Directors and certain of the Group’s senior management have been granted options under the Company Share Option Plans.
Additional options granted during 2005, were to Nicholas Smith, following his appointment to the Board of Pinewood
Shepperton plc. Details of this and other previous grants of options made to Directors, and criteria for their exercise are
detailed under the section of this report, Directors’ share options. The Remuneration Committee is responsible for selecting
performance measures relating to the Company Share Option Plans, and for determining whether or not targets have

been met.

The Remuneration Committee is currently giving consideration to the introduction of a long-term incentive scheme for
Executive Directors and senior management, and will be seeking shareholder approval for any such scheme at the
appropriate time.

Components of the Executive Directors’ remuneration
The key components of the Executive Directors’ remuneration are:

Basic salary and benefits in kind

The basic salary for each Executive Director reflects the Remuneration Committee’s assessment of performance,
responsibilities and market value for comparable positions, as guided by independent advice. The basic salary and benefits

in kind of all Executive Directors are reviewed annually. Benefits in kind include provision of a car allowance, pension, medical
and life insurance, and permanent health insurance.
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Annual bonus

The Executive Directors participate in an annual bonus scheme, which is linked to the achievement of annual financial
targets set by the committee, based on the Company’s budget approved prior to the commencement of the financial year.
For 2006, bonus will start to be earned on the achievement of 90% of budgeted EBIT performance. At this level of earnings,
bonus payable would be nil, rising on a straight line basis to 50% of salary at budgeted EBIT performance. The maximum
bonus entitlement for the Executive Directors is 100% of salary, payable on the achievement of 120% of budgeted EBIT
performance, with a straight line mechanism operating between 100% and 120% of EBIT performance.

Share options

In order to ensure that Executive Directors and other members of senior management are appropriately rewarded for their
contribution to the success of the Company, the committee considers that the granting of performance related share options
can provide an appropriate element of total remuneration, to support the retention of key employees in a highly competitive
labour market. The Company operates both an approved and unapproved Company Share Option Plan, and a Sharesave
Scheme. Discretionary options are granted at prevailing market value whilst Sharesave Scheme options have been issued at
a 20% discount to the then prevailing market value. The discretionary options granted to the Executive Directors and senior
management have performance criteria based on the achievement of financial targets for the Company. Details of the criteria
for achievement related to Executive Directors are set out under the table in this report, ‘Directors’ share options”.

The Sharesave Scheme does not have performance conditions.

Pension arrangements

For Executive Directors, only basic salary is pensionable. All Executive Directors are eligible to become members of the Group
personal pension plan, which is a defined contribution scheme. The Company’s contribution for the Executive Directors is set
at a maximum of 12.5% of basic salary for Ivan Dunleavy, Patrick Garner and Nicholas Smith. All other employer contributions
for senior executives and employees reflect longevity of service with the Company but are capped at a maximum of 10% of
basic salary.

Directors’ service agreements

The Executive Directors have rolling service agreements, which are all subject to 12 months’ notice. The committee

regards the notice period on these contracts as being appropriate in the event of termination of an Executive Director’s service
agreement. The service agreements for the Executive Directors (other than for Nicholas Smith) specify the compensation
which must be paid to the Executive Director where the Company terminates the agreement either without notice or without
cause, which is limited to salary and benefits payable during the Executive Director’s notice period. The service agreement for
Nicholas Smith provides that the Company may opt to terminate the agreement with notice or a payment in lieu of notice, and
provides for inherent mitigation.

Executive Directors’ service agreements are summarised as follows:

Name Date of agreement Notice period Compensation on termination
Ivan Dunleavy 20 April 2004 12 months 100% of salary at date of termination
and all other benefits
Patrick Garner 20 April 2004 12 months 100% of salary at date of termination
and all other benefits
Nicholas Smith | July 2005 12 months 100% of salary at date of termination

and all other benefits
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Chairman and Non-Executive Directors’ remuneration

Fees for Non-Executive Directors, including the Chairman, are determined by the full Board, reflecting market practice,
levels of service, as well their contribution of time and expertise in support of the Company, and are reviewed annually.
The Chairman and Non-Executive Directors have service agreements, each with a six month notice period. They are not
eligible for pension scheme membership and do not participate in any of the Group’s bonus or share option plans.

Performance graph

The graph below details the percentage change in total shareholder return from the date of its admission to the London Stock
Exchange to 31 December 2005 against both the FTSE SmallCap and the FTSE Media and Photography index, which the Board
considers to be appropriate peer groups for the Company.

Total shareholder return: Pinewood Shepperton plc vs FTSE SmallCap and FTSE Media and Photography for the period from the date of the Company’s admission to the London
Stock Exchange to 31 December 2005 (rebased to 100).
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The starting value for the Company is based on the offer price of 180p on 7 May 2004.
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Basic salary Benefits Pension Total Total
and fees inkind  contributions remuneration remuneration
2005 2005 2005 2005 2004
£ £ £ £ £
Chairman
Michael Grade 150,000 - - 150,000 150,431
Executive Directors
lvan Dunleavy'" 250,000 14,690 15,625 280,315 274,356
Stephen Jaggs” 190,000 15,163 23,750 228,913 432,825
Patrick Garner 156,400 2,413 19,550 178,363 298,357
Nicholas Smith® 52,500 898 6,579 59,977 -
Non-Executive Directors
Adrian Burn 34,500 - - 34,500 31,583
Nigel Hall” 34,500 - - 34,500 23,000
Sir Ridley Scott" - - - - 69,167
Tony Scott® - - - - 68,467
Neville Shulman? - - - - 26,133
Michael Pacitti® - - - - 6,438

(1) Pension contribution restricted by age and earnings cap.
(2) Stephen Jaggs resigned on 31 December 2005, and additionally received a termination payment of £113,250, of which £50,000 was paid into his Company pension scheme.

(3) Appointed 4 July 2005.
(4) Appointed 19 April 2004.
(5) Resigned 19 April 2004.
(6) Resigned 19 April 2004.
(7) Resigned 19 April 2004.
(8) Resigned 29 March 2004.

No bonuses were paid to any of the Directors during the year. Remuneration in 2004 for Stephen Jaggs and Patrick Garner

included an exceptional bonus payment of £170,000 and £115,000 respectively, following the Initial Public Offering.
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Directors’ share options
Held at Granted Held at Exercise Earliest
31 December during 31 December price exercise
Date of Grant 2004 the year 2005 (pence) date Expiry date
Ivan Dunleavy 12 May 2004 14,742 - 14,742" 203.5 12 May 2007 12 May 2014
12 May 2004 230,958 - 230,958" 203.5 12 May 2007 12 May 2014
9 June 2004 5,789 - 5,789 162.8 1 July 2007 1 January 2008
Patrick Garner 12 May 2004 14,742 - 14,742" 203.5 12 May 2007 12 May 2014
12 May 2004 100,540 - 100,540 203.5 12 May 2007 12 May 2014
9 June 2004 5,789 - 5,789 162.8 1 July 2007 1 January 2008
Nicholas Smith 12 May 2004 14,742 - 14,742" 203.5 12 May 2007 12 May 2014
12 May 2004 14,742 - 14,742" 203.5 12 May 2007 12 May 2014
23 September - 40,136 40,136" 1435 23 September 23 September
2005 2008 2015
9 June 2004 8,034 - 8,034 162.8 1 July 2007 1 January 2008
Stephen Jaggs" 12 May 2004 14,742 - 14,742" 203.5 12 May 2007 12 May 2014
12 May 2004 125,307 - 125,307" 203.5 12 May 2007 12 May 2014
9 June 2004 5,789 - 5,789 162.8 1 July 2007 1 January 2008

(1) Subsequent to the year end, 14,742 options issued under the Company Approved Share Option Plan and 125,307 options issued under the Company Unapproved Share Option
Plan to former Director, Stephen Jaggs, have lapsed.

The market price of the shares at 31 December 2005 was 197.5p and the range during the year was 120p to 226p.

(i) Options issued under the Company Approved Share Option Plan.

(ii) Options issued under the Company Unapproved Share Option Plan.
(iii)Options issued under the Company Sharesave Scheme.

100% of the options issued under (i) and [ii) above will vest subject to performance criteria, being growth in Earnings per Share
of RPI plus 18% per annum over a three year period. 25% of the options issued will vest on achievement of Earnings per Share
of RPI plus 5% per annum. Options vest on a straight line basis between 25% and 100%.

In respect of Nicholas Smith's options granted in 2004 under (i) and (i) above, vesting is based on growth in Earnings per
Share of RPI plus 10% per annum over a three year period, being the criteria attached to senior management options,
reflecting his position at the date of grant.

Options granted to Nicholas Smith during 2005 represent the first tranche of options granted to him following his appointment
to the Board during 2005. It is intended that following a further option grant, after the announcement of the full year 2005

results, the exercise value of his options will represent 150% of his basic salary.

Options granted to Directors under (i) and (i) are restricted, in aggregate, to 200% of annual basic salary, and criteria for
vesting is tested only once in respect of each grant of options.

NIPUAYS

Nigel Hall
Director

27 March 2006
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Independent auditors’ report
to the shareholders of Pinewood Shepperton plc

We have audited the Group financial statements of Pinewood Shepperton plc for the year ended 31 December 2005 which
comprise the Group Income Statement, the Group Balance Sheet, the Group Cash Flow Statement, the Group Statement of
Change in Shareholders’ Equity and the related Notes 1 to 26. These Group financial statements have been prepared under
the accounting policies set out therein.

We have reported separately on the parent company financial statements of Pinewood Shepperton plc for the year ended
31 December 2005 and on the information in the Directors’ remuneration report that is described as having been audited.

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

Respective responsibilities of Directors and auditors

The Directors are responsible for preparing the Annual Report and the Group financial statements in accordance with
applicable United Kingdom law and International Financial Reporting Standards (IFRS) as adopted by the European Union
as set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Group financial statements give a true and fair view and whether the Group
financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation. We also report to you if, in our opinion, the Directors” Report is not consistent with the Group financial statements,
if we have not received all the information and explanations we require for our audit, or if information specified by law
regarding Directors’ remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the
2003 FRC Combined Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if
it does not. We are not required to consider whether the Board's statements on internal control cover all risks and controls,
or form an opinion on the effectiveness of the Group’s corporate governance procedures or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited Group
financial statements. The other information comprises only the Directors’ report, the unaudited part of the Directors’
remuneration report, the Chairman’s statement, the Chief Executive’s review and the Corporate governance statement.

We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies
with the Group financial statements. Our responsibilities do not extend to any other information.



Pinewood Shepperton plc Annual Report & Accounts 2005
Independent auditors’ report continued

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
Group financial statements. It also includes an assessment of the significant estimates and judgments made by the Directors
in the preparation of the Group financial statements, and of whether the accounting policies are appropriate to the Group's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the Group financial statements are free from
material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the Group financial statements.

Opinion
In our opinion the Group financial statements:

e give a true and fair view, in accordance with IFRS as adopted by the European Union, of the state of the Group’s affairs as at
31 December 2005 and of its profit for the year then ended; and

¢ have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation.

Separate opinion in relation to IFRS

As explained in Note 26 to the Group financial statements, the Group, in addition to complying with its legal obligation to
comply with IFRS as adopted by the European Union, has also complied with the IFRS as issued by the International
Accounting Standards Board.

In our opinion the Group financial statements give a true and fair view, in accordance with IFRS, of the state of the Group’s
affairs as at 31 December 2005 and of its profit for the year then ended.

Ernst & Young LLP
Registered Auditor
London

27 March 2006

Notes:

. The maintenance and integrity of the Pinewood Shepperton plc website is the responsibility of the Directors; the work carried out by the auditors does not involve consideration
of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial statements since they were initially presented on
the website.

N

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

29
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Group income statement
for the year ended 31 December 2005

Year ended Year ended
31 December 31 December
2005 2004
Notes £000 £000
Revenue
Rendering of services 3 33,387 38,667
Cost of sales (21,806) (19,762)
Gross profit 11,581 18,905
Selling and distribution expenses (2,260) (1,830
Other administrative expenses (3,995) (4,207)
Exceptional administrative expenses 6 (1,607) (1,517)
Administrative expenses (5,602) (5,724)
Operating profit before exceptional administrative expenses, finance costs and taxation 4 5,326 12,868 |
Operating profit 3,719 11,351
Finance costs (3,148) (4,930)
Finance income - 28
Profit before tax 571 6,449
Corporation tax expense 9 (180) (1,819)
Profit for the year 391 4,630
Attributable to:
Equity holders of the parent 391 4,630
Earnings per share
- basic for result for the year 10 0.9p 13.3p
- diluted for result for the year 10 0.9p 13.3p
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at 31 December 2005
As at As at
31 December 31 December
2005 2004
Notes £000 £000
Assets
Non-current assets
Property, plant and equipment 12 100,862 99,113
Intangible assets 13 13,629 11,910
114,491 111,023
Current assets
Inventories 17 303 396
Trade and other receivables 16 3,174 2,762
Prepayments 1,314 1,806
Cash 18 1,276 -
6,067 4,964
Total assets 120,558 115,987
Equity and liabilities
Equity attributable to equity holders of parent
Share capital 19 4,581 4,581
Share premium 43,469 43,269
Capital redemption reserve 19 135 135
Merger reserve 19 348 348
Fair value of cash flow hedge reserve 19 (400) (381)
Retained earnings 3,880 4,666
Total equity 52,013 52,618
Non-current liabilities
Interest-bearing loans and borrowings 20 43,100 38,908
Deferred tax liabilities 9 13,843 13,644
56,943 52,552
Current liabilities
Trade and other payables 21 10,849 8,099
Interest-bearing loans and borrowings 20 300 1,604
Tax payable 453 1,114
11,602 10,817
Total liabilities 68,545 63,369
Total equity and liabilities 120,558 115,987

The financial statements were approved by the Board of Directors on 27 March 2006 and are signed on its behalf by:

e

P. F. Garner
Director
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Group cash flow statement
for the year ended 31 December 2005

Year ended Year ended
31 December 31 December
2005 2004
Notes £000 £000

Cash flows from operating activities
Receipts from customers 33,467 38,334
Payments to suppliers and employees (22,926) (26,124)
Borrowing costs (2,583) (5,785)
Corporation tax paid (630) (1,321)
Net cash flows from operating activities 7,328 5,104

Cash flows from investing activities
Interest received - 28
Purchase of property, plant and equipment (5,364) (3,947)
Acquisition of subsidiary undertaking 15 (956) -
Net cash disposed of with subsidiary undertaking - (281)
Net cash flows used in investing activities (6,320) (4,200)

Cash flows from financing activities
Proceeds from issue of shares - 46,896
Payment of finance lease liabilities (891) (106)
Dividends (1,237) -
Proceeds from borrowings 4,000 39,124
Repayment of borrowings - (88,536)
Net cash flows from/(used in) financing activities 1,872 (2,622)
Net increase/(decrease) in cash and cash equivalents 2,880 (1,718)
Cash at start of year 18 (1,604) 114
Cash at end of year 18 1,276 (1,604)
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from 1 January 2005 to 31 December 2005
Fair value of Capital
Share Share Retained Merger cash flow redemption
capital premium earnings reserve  hedge reserve reserve Total equity
£000 £000 £000 £000 £000 £000 £000
At 1 January 2005 4,581 43,269 4,666 348 (381) 135 52,618
Profit for the year - - 391 - - - 391
Transfers to the
income statement
On cash flow hedges - - - - 143 - 143
Income and expense
recognised directly in equity
Loss on cash flow hedges
taken to equity - - - - (170) - (170)
Tax on items taken directly to
or transferred from equity - - - - 8 - 8
Total recognised income
and expense for the year - - 391 - (19) - 372
Equity dividends (Note 10} - - (1,237 - - - (1,237
Share issue costs - 200 - - - - 200
Share based payment - - 60 - - - 60
At 31 December 2005 4,581 43,469 3,880 348 (400) 135 52,013
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from 1 January 2004 to 31 December 2004

Fair value
Foreign of cash Capital
Share Share Retained  Merger exchange flow hedge redemption Total ~ Minority
capital premium earnings  reserve reserve reserve reserve equity interests Total
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000

At 1 January 2004 238 807 16 348 - (388 - 1,021 (650 371
Profit for the year - - 4,630 - - - - 4,630 - 4,630
Transfers to the income statement:
On cash flow hedge - - - - - 279 - 279 - 279
Foreign exchange on the
sale of subsidiary - - - - 15 - - 15 - 15
Income and expense recognised
directly in equity:
Loss on cash flow hedge taken to equity - - - - - (269) - (269) - (269)
Foreign exchange on the sale
of subsidiary - - - - (15) ~ - (15) - (15)
Tax on items taken directly to or
transferred from equity - - - - - (3) - (3) - (3]
Total recognised income
and expense for the year - - 4,630 - - 7 - 4,637 - 4,637
New shares issued 2,778 47,222 - - - - - 50,000 - 50,000
Options exercised and
related bonus issue 46 (16) - - - - - 30 - 30
Share based payment - - 20 - - - - 20 - 20
Warrants exercised and
related bonus issue 206 (192) - - - - - 14 - 14
Bonus issue 1,448  (1,448) - - - - - - - -
Share repurchases (135) - - - - - 135 - - -
Share issue costs - (3,104) - - - - - (3,104) - (3,104)
Sale of subsidiary - - - - - - - - 650 650
At 31 December 2004 4,581 43,269 4,666 348 - (381) 135 52,618 - 52,618
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Notes to the financial statements
at 31 December 2005

1. Authorisation of financial statements and statement of compliance with IFRS

The Group’s financial statements of Pinewood Shepperton plc for the year ended 31 December 2005 were authorised for issue
by the Board of the Directors on 27 March 2006 and the balance sheets were signed on the Board’s behalf by the Finance
Director. Pinewood Shepperton plc is a public limited company incorporated and domiciled in England & Wales. The Group's
ordinary shares are traded on the London Stock Exchange.

The Group's financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS).
The Group’s financial statements have been prepared in accordance with IFRS as adopted by the European Union and as
applied in accordance with the provisions of the Companies Act 1985. The principal accounting policies adopted by the Group
are set out in Note 2.

2. Accounting policies

Basis of preparation

This is the first year in which the Group has prepared its financial statements under IFRS and the comparatives have been
restated from UK Generally Accepted Accounting Practice [UK GAAP) to comply with IFRS. The Group issued its interim
financial statements in August 2005 incorporating its preliminary IFRS financial statements for 2004 and the reconciliations
to IFRS from the previously published UK GAAP financial statements are summarised in Note 26.

The accounting policies which follow set out those policies which apply in preparing the financial statements for the year
ended 31 December 2005.

The Group financial statements are presented in UK sterling and all values are rounded to the nearest thousand pounds
(£'000) except when otherwise indicated.

Basis of consolidation
The Group consolidated financial statements comprise the financial statements of Pinewood Shepperton plc and its
subsidiaries as at 31 December each year.

All intercompany balances and transactions have been eliminated in full.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated from
the date on which control is transferred out of the Group. Where there is a loss of control of a subsidiary, the consolidated
financial statements include the results for the part of the reporting year during which Pinewood Shepperton plc has control.

Teddington Studios Limited (formerly Waterways Studios Limited) and The Studio Broadcasting Company Limited have
been included in the consolidated financial statements and accordingly, the consolidated financial statements include the
results of Teddington Studios Limited and The Studio Broadcasting Company Limited for the period from their acquisition
on 1 April 2005. The purchase consideration has been allocated to the assets and liabilities on the basis of fair value at the
date of acquisition.

Minority interests represents the interest in Silver Lining Productions Limited not held by the Group. Silver Lining Productions
Limited was consolidated as a subsidiary of the Group from acquisition until Pinewood Shepperton plc disposed of its interest
on 29 April 2004.
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2. Accounting policies (continued)

Significant accounting judgements and estimates

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the value

in use of the cash-generating unit to which the goodwill is allocated. The Group considers Pinewood Shepperton plc and

its subsidiaries to be one cash-generating unit. Estimating the value in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating unit and also to choose a suitable discount rate in order to calculate the
present value of those cash flows. The carrying amount of goodwill at 31 December 2005 was £13,629,000 (2004: £11,910,000).

Foreign currency translation

The functional and presentation currency of Pinewood Shepperton plc and its subsidiaries is UK sterling (UK £).

Foreign currency transactions are translated into the functional currency using exchange rates prevailing at the dates
of transactions. Exchange differences resulting from the settlement of such transactions and from the translation at
exchange rates ruling at the balance sheet date of monetary assets and liabilities denominated in currencies other than
the functional currency are recognised in the consolidated income statement.

The balance sheets of foreign operations are translated into sterling using the average exchange rate for the year.
Exchange differences arising from 1 January 2004 are recognised as a separate component of shareholders’ equity.
On disposal of a foreign operation any cumulative exchange differences held in shareholders” equity are transferred to
the consolidated income statement.

Property, plant and equipment

Property, plant and equipment is stated at cost to the Group less accumulated depreciation and any impairment in value.
Depreciation is calculated on assets from the time they are available for use on a straight line basis over the estimated
useful life as follows:

Freehold buildings - 50 years
Freehold improvements - 25 years
Fixtures, fittings and equipment -3 to 10 years
Leasehold improvements - 5to 10 years

Assets in the course of construction are not depreciated.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising in derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the item) is included in the income statement in the year the
item is derecognised.

Borrowing costs
Borrowing costs are recognised as an expense when incurred.
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2. Accounting policies (continued)

Goodwill

Goodwill on acquisition is initially measured at cost being the excess of the cost of the business combination over the
acquirer’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities. Following initial
recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed for impairment,
annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired.

Intangible assets
Intangible assets, when identified, are capitalised and subsequently amortised over their useful economic life.

Impairment of assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indication
exists, or when annual impairment testing for an asset is required, the Group makes an estimate of the asset’s recoverable
amount. An asset’s recoverable amount is the higher of an asset's fair value less costs to sell and its value in use and is
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those

from other assets or groups of assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated future cash

flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. Impairment losses of continuing operations are recognised in the income
statement in those expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such indication exists, the recoverable amount is estimated. A previously
recognised impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognised. If that is the case the carrying amount of the asset is
increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is
recognised in the income statement unless the asset is carried at revalued amount, in which case the reversal is treated as a
revaluation increase. After such reversal the depreciation charge is adjusted in future periods to allocate the asset’s revised
carrying amount, less any residual value, on a systematic basis over the remaining useful life.

Inventories

Inventories are valued at the lower of cost and net realisable values. Cost includes all costs incurred in bringing each product
to its present location and condition. Net realisable value is based on estimated selling price less any further costs expected to
be incurred to completion and disposal.

Trade and other receivables

Trade receivables are recognised and carried at the original invoice amount less an allowance for any amounts deemed not to
be collectible. An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are
written off when identified.

Cash and cash equivalents
Cash and short-term deposits in the balance sheet comprise cash at bank and in hand.

For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and cash equivalents as
defined above, net of outstanding bank overdrafts.

The Group assesses at each balance sheet date whether a financial asset or group of financial assets is impaired.
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2. Accounting policies (continued)

Interest-bearing loans and borrowings

Loans are initially recorded at their net proceeds. The loan issue costs are amortised in the income statement over the
remaining maturity of the loans at a constant carrying amount and are reviewed for changes in circumstances that may
indicate that the loans will not be held to maturity.

Loans and borrowings are recognised using the effective interest method, calculating the amortised cost of financial liabilities
and allocating the interest income or interest expense over the relevant period.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive] as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.

If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks
specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is recognised

as a borrowing cost.

Pensions and other post-employment benefits
The Group operates defined contribution schemes. Contributions are charged to the income statement as they become
payable in accordance with the rules of the schemes.

Share-based payment transactions

Employees (including Directors) of the Group may receive part of their remuneration in the form of share-based
payment transactions, whereby employees render their services in exchange for shares or rights over shares
('equity-settled transactions’.

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are
granted. The fair value is determined by an external valuer using the binomial method. In valuing equity-settled transactions,
no account is taken of any performance conditions, other than the conditions linked to the price of the shares of Pinewood
Shepperton plc [‘market conditions’).

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in
which the performance conditions are fulfilled, ending on the date on which the relevant employees become fully entitled

to the award ('vesting date’). The cumulative expense recognised for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the number of awards that, in the opinion

of the Directors of the Group at that date, based on the best available estimate of the number of equity instruments that will
ultimately vest.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market
condition, and in circumstances where holders of awards with no performance conditions attached, cancel their awards whilst
remaining in the employment of the Group. These are treated as vesting irrespective of whether or not the market condition is
satisfied, provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms had not been
modified. In addition, an expense is recognised for any increase in the value of the transaction as a result of the modification.

Where an equity-settled award is cancelled by the award holder whilst remaining in the employment of the Group, it is treated
as if it had vested on the date of cancellation, and any expense not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award, and designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they were a modification of the original award, as described in the
previous paragraph.
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Where an equity-settled award is cancelled due to the holder of the award no longer remaining in the employment of the
Group, no expense is recognised.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings per share.

Leases

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased item,
are capitalised at the inception of the lease at the fair value of the leased item, or if lower, at the present value of the minimum
lease payments. Lease payments are apportioned between the finance charges and the reduction of the lease liability so

as to achieve a constant rate of interest on the remaining balance of the liability, using the effective interest rate method.
Finance charges are charged directly against income.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease term.

Leases, where the lessor retains substantially all the risks and benefits of ownership of the asset, are classified as
operating leases.

Operating lease payments are recognised as an expense in the income statement over the lease term.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can
be reliably measured. Revenue is measured at the fair value of the consideration receivable, excluding discounts, rebates,
VAT and other sales taxes or duty.

Revenue is recognised over the period during which the service is provided, by reference to the extent of completion of such
service provision, relative to the total period during which the service will be provided. Income received in advance is deferred
in the balance sheet and is released evenly over the period in which the service is provided.

Dividends
The expense is recognised when the shareholders’ right to receive payment is established.

Share issue costs
Costs directly attributable to the raising of equity are charged to the share premium account.

Tax

Deferred tax

Deferred corporation tax is provided, using the liability method, on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred corporation tax liabilities are recognised for all taxable temporary differences:

e except where the deferred corporation tax liability arises from goodwill amortisation or the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

e in respect of taxable temporary differences associated with investments in subsidiaries except where the timing of the
reversal of the temporary differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future.



40 Pinewood Shepperton plc Annual Report & Accounts 2005
Notes to the financial statements continued

2. Accounting policies (continued)

Deferred corporation tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry-forward of unused tax assets and unused tax losses can be utilised except:

e where the deferred corporation tax asset relating to the deductible temporary difference arises from the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e in respect of deductible temporary differences associated with investments in subsidiaries deferred tax assets are only
recognised to the extent that it is probable that the temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred corporation tax assets is reviewed at each balance sheet date and reduced to the extent that
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred corporation tax asset
to be utilised.

Deferred corporation tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the balance sheet date.

Corporation tax
Corporation tax relating to items recognised directly in equity are recognised in equity and not in the income statement.

Revenues, expenses and assets are recognised net of the amount of value added tax except:

e where the value added tax incurred on a purchase of goods and services is not recoverable from the taxation authority,
in which case the value added tax is recognised as part of the cost of acquisition of the asset or as part of the expense
item as applicable; and

e receivables and payables are stated with the amount of value added tax included.

Value added tax
The net amount of value added tax recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the balance sheet.

Derivative financial instruments
The Group has an interest rate swap to hedge against risks associated with interest rate fluctuations. This derivative financial
instrument is stated at fair value.

The fair value of the interest rate swap contract is determined by reference to market values for similar instruments.

For the purpose of hedge accounting, hedges are classified as either fair value hedges when they hedge the exposure to
changes in the fair value of a recognised asset or liability, or cash flow hedges where they hedge exposure to variability in cash
flows that is either attributable to a particular risk associated with a recognised asset or liability or a forecasted transaction.

In relation to cash flow hedges to hedge firm commitments which meet the conditions for hedge accounting, the portion of
the gain or loss on the hedging instrument that is determined to be an effective hedge is recognised directly to equity and the
ineffective portion is recognised in the Group income statement. Amounts taken to equity are transferred to the income
statement when the hedged transaction affects Group income.
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Hedge accounting is discontinued when the hedging instrument expires, or is sold, terminated or exercised, or no longer
qualifies for hedge accounting. At that point in time, any cumulative gain or loss on the hedging instrument recognised
in equity is kept in equity until the forecasted transaction occurs. If a hedged transaction is no longer expected to occur,
the net cumulative gain or loss recognised in equity is transferred to Group income for that year.

New standards and interpretations not applied
During the year, the IASB and IFRIC have issued the following standards and interpretations with an effective date after the
date of these financial statements:

International Accounting Standards (IAS/IFRS) Effective date
IFRS 1 Amendment relating to IFRS 6 1 January 2006
IFRS 4 Insurance Contracts [Amendment to IAS 39 and IFRS 4 - Financial Guarantee Contracts) 1 January 2006
IFRS 6 Exploration for and Evaluation of Mineral Assets 1 January 2006
IFRS 6 Amendment relating to IFRS 6 1 January 2006
IAS 1 Amendment - Presentation of Financial Statements: Capital Disclosures 1 January 2007
IAS 19 Amendment - Actuarial Gains and Losses, Group Plans and Disclosures 1 January 2006
IAS 39 Fair Value Option 1 January 2006
IAS 39 Amendments to IAS 39 - Transition and Initial Recognition of Financial Assets

and Financial Liabilities (Day 1 profits) 1 January 2006
IAS 39 Cash Flow Hedge Accounting 1 January 2006
IAS 39 Amendment to IAS 39 and IFRS 4 - Financial Guarantee Contracts 1 January 2006
International Financial Reporting Interpretations Committee (IFRIC)
IFRIC 4 Determining whether an arrangement contains a lease 1 January 2006
IFRIC 5 Rights to Interests Arising from Decommissioning, Restoration and

Environmental Rehabilitation Funds 1 January 2006
IFRIC 6 Liabilities arising from Participating in a Specific Market -

Waste Electrical and Electronic Equipment years commencing on or after
1 December 2005

The Directors do not anticipate that the adoption of these standards and interpretations will have a material impact on the
Group’s financial statements in the period of initial application.

IFRS 7, “Financial Instruments: Disclosures has been adopted by the Group. As a result the Group has disclosed the
information required under IFRS 7 about its financial instruments, their significance and the nature and extent of risks that
they give rise to.
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3. Revenue analysis
The Group operates in one principal area of activity, that of media services, arising in the United Kingdom.

Revenues from these activities can be further analysed by type of customer as follows:

2005 2004

£000 £000
Film 17,960 26,181
Television 8,946 6,042
Media Park 6,481 6,312
Silver Lining Productions Limited - 132

33,387 38,667

Revenues analysed by facility used, as previously disclosed, are as follows:

2005 2004

£000 £000
Film Stage Services 14,055 21,545
Television and Sound Services 12,851 10,678
Media Park income 6,481 6,312
Silver Lining Productions Limited - 132

33,387 38,667

4. Operating profit before exceptional administrative expenses, finance costs and taxation
This is stated after charging/(crediting:

2005 2004

£000 £000
Research and development expenditure written off - 40
Cost of inventories recognised as an expense 1,284 1,567
Including write-down of inventories to net realisable value 44 21
Depreciation of property, plant and equipment 3,609 3,821
Reorganisation costs (334) 533
Rates rebate - (686)
Total reorganisation costs and rates rebate (334) (153)
Net foreign currency differences - 15
Operating lease payments — minimum lease payments 496 5

Research and development costs, in 2004, were charged directly to cost of sales in the income statement.

Depreciation of property, plant and equipment, in 2004, included £155,000 following an impairment review of assets relating to

reorganised activities during the year.
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4. Operating profit from continuing operations before exceptional administrative expenses, finance

costs and taxation (continued]
Reorganisation costs for 2004 include redundancy costs and other costs associated with the restructuring of certain of the
Group’s trading activities. During the year ended 31 December 2005 the Group secured lower than anticipated costs relating to
the 2004 reorganisation.

Rates rebate for 2004 reflects the one-off receipt in relation to the reassessment of previous year rateable values at one of the
Group’s principal locations.

Operating lease payments for the year ended 31 December 2005 relate to the operating lease of the Teddington Studios
premises from 1 April 2005.

5. Auditors’ remuneration

2005 2004

£000 £000

Audit of the financial statements 135 90
Other fees to auditors - audit of the group pension schemes 6 6
- taxation services 60 60

- other services 29 Lb4

95 510

Other services, of £29,000, for the year ended 31 December 2005 relate to due diligence work in preparation for the acquisition
of the trade and certain of the assets of Teddington Studios Limited and the acquisition of The Studio Broadcasting Company
Limited, included in goodwill.

Other services for the year to 31 December 2004 include £112,000 of exceptional administrative costs, for work undertaken as

reporting accountants for the Initial Public Offering, charged to the income statement, and £332,000 relating directly to the
raising of equity, charged to the share premium account.

6. Exceptional administrative expenses

2005 2004

£000 £000

Exceptional costs in relation to the acquisition of Teddington Studios 1,027 -
Group reorganisation 580 -
Costs in relation to the Initial Public Offering - 1,017
1,607 1,517

Acquisition of Teddington Studios

During the year ended 31 December 2005, the Group purchased the trade and certain of the assets and liabilities of
Teddington Studios Limited (in administration), and acquired 100% of the share capital of The Studio Broadcasting Company
Limited. Exceptional costs incurred in the year relate to the reorganisation and integration of the acquired operations,
comprising £778,000 of redundancy related costs, legal and professional fees of £127,000 and £122,000 of operational
continuity costs. The Group does not anticipate incurring further exceptional costs in relation to the acquisition of
Teddington Studios.

Group reorganisation
During the year ended 31 December 2005, £580,000 of redundancy and other costs were incurred as a result of the
implementation of a Group reorganisation programme to enhance organisational structure and efficiency.
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7. Finance costs and income

2005 2004
£000 £000
Finance costs
Bank loans and overdrafts 2,846 2,918
Interest rate hedging 143 279
[nvestor loan notes - 1,088
Bank charges 15 o7
Finance charges payable under finance leases 112 2
Other loans 32 37
Exceptional interest payable - 555
3,148 4,930
Finance income
Bank interest receivable - 28
- 28
8. Staff costs and Directors’ emoluments
(a] Staff costs
2005 2004
£000 £000
Wages and salaries 10,064 7,509
Social security costs 1,086 861
Pension costs 562 412
11,712 8,782

Wages and salaries for 2005 include redundancy costs, reported as exceptional administrative expenses, of £778,000, relating
to the acquisition of Teddington Studios, and £473,000 relating to the Group reorganisation. Wages and salaries for 2004
include redundancy costs of £311,000 which were reported as part of other administrative expenses.

(b] The average monthly number of employees during the year was made up as follows:

2005 2004

Number Number

Management 30 26
Administration 50 54
Operating and technical 147 119
227 199

Details of Directors’ remuneration are included in the audited portion of the Directors” remuneration report.
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9. Taxation
(a) The major components of corporation tax expense for the years ended 31 December 2005 and 2004 are:

£o00 o0

Consolidated income statement
Current corporation tax
UK corporation tax 78 1,920
Amounts over provided in previous years (97) (60
Total current corporation tax (19) 1,860
Deferred tax
Relating to origination and reversal of temporary differences 199 (41)
Total deferred tax 199 (41)
Tax charge in the income statement 180 1,819
The tax charge in the income statement is disclosed as follows:
Corporation tax expense 180 1,819
Tax relating to items charged or credited to equity
Deferred tax:
Deferred tax reported in equity on cash flow hedges (8) 3

[b) Reconciliation of the total tax charge

A reconciliation between tax expense and the product of accounting profit multiplied by the standard rate of corporation tax in

the UK of 30% for the years ended 31 December 2005 and 2004 is as follows:

2005 2004

£000 £000
Accounting profit before corporation tax 571 6,449
Profit on ordinary activities multiplied by standard rate of corporation tax in the UK of 30% (2004: 30%) 171 1,935
Adjustments in respect of current corporation tax of previous years (97) (60
Non-deductible expenses 236 47
Fair value adjustments on land (48) (86)
Effect of acquired goodwill (91) -
Other 9 (17)
Corporation tax expense reported in the consolidated income statement 180 1,819
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9. Taxation (continued)
[c] Deferred corporation tax
Deferred corporation tax at 31 December relates to the following:

2005 2004
£000 £000
Deferred tax liability
Accelerated depreciation for tax purposes 2,809 2,511
Fair value adjustments on acquisition relating to the potential capital
gains tax liability if the properties were sold at the value attributable
to them at the time of their acquisition by the Group 11,252 11,300
14,061 13,811
Deferred tax arising on the fair value of the cash flow hedge (172) (164)
Share options (18) -
Other timing differences (28) (3)
Deferred corporation tax liability 13,843 13,644
Deferred tax in the income statement
2005 2004
£000 £000
Consolidated income statement
Deferred tax (assets)/liabilities
Accelerated depreciation for tax purposes 298 45
Fair value adjustments on acquisition (48) (86)
Share options (18) -
Other (33) -
199 (41)

(d) Potential deferred tax assets unrecognised

A deferred tax asset of £150,413 (2004: £150,413) in respect of £4,307 non-trading financial losses and £501,376 capital losses
in Pinewood-Shepperton Studios Ltd has not been recognised as it is not anticipated that suitable gains will arise to enable the

reversal of the timing differences.
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10. Earnings per ordinary share and dividend
Earnings per ordinary share

47

Basic earnings per ordinary share are calculated by dividing net profit for the year attributable to the holders of ordinary equity

of the parent by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings per ordinary share are calculated by dividing net profit for the year attributable to the holders of ordinary
equity of the parent by the weighted average number of ordinary shares outstanding during the year (adjusted for the effects of

dilutive options).

The following reflects the income and share data used in the basic and diluted earnings per ordinary share computations:

2005 2004
£000 £000
Profit attributable to equity holders of the parent 391 4,630
Thousands Thousands
Basic number of ordinary shares at start of the year 45,813 1,035
Number of ordinary shares issued via bonus issue - 14,484
Weighted number of ordinary shares issued in the year - 19,368
45,813 34,887

Dilutive potential ordinary shares
Employee options relating to the Sharesave Scheme - -
Employee options relating to the CSOP scheme - -
45,813 34,887

Dividend paid

2005 2004
£000 £000

Final dividend for 2004 paid at 2.7p per ordinary share 1,237
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11. Share based payment plans

Company Share Option Plan (CSOP)

The Group has an approved Company Share Option Plan, under which recipients are provided with the potential to receive
options exercisable up to a value of £30,000, and an unapproved Company Share Option Plan which provides for option grants
in excess of this threshold. 100% of the options issued will vest subject to performance criteria, being growth in earnings per
share of RPI plus 18% per annum over a three year period. 25% of the options issued will vest on achievement of Earnings per
Share of RPI plus 5% per annum. Options vest on a straight line basis between 25% and 100%. Options have been granted to
certain Directors and senior employees of the Group, at an exercise price equivalent to market value on the date of grant.

The contractual life of each option is ten years. The options are equity settled and there are no cash settlement alternatives.

The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements in, the Company
Share Option Plans during the year.

2005 2005 2004 2004

Number WAEP Number WAEP

Outstanding at the beginning of the year 721,176 203.5p - -
Granted during the year 40,136 143.5p 758,522 203.5p
Forfeited during the year - - (37,346) 203.5p
Qutstanding at the end of the year 761,312 200.4p 721,176 203.5p

The weighted average remaining contractual life for the share options outstanding as at 31 December 2005 is 8.4 years
(2004: 9.4 years).

The weighted average fair value of the options granted during the year was 44.7p (2004: 60.8p).

The range of exercise prices for options outstanding at the end of the year was 143.5p-203.5p (2004: 203.5p).
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11. Share based payment plans (continued)

Company Sharesave Scheme [SAYE)

The Group has a Sharesave Scheme under which options to subscribe for the Group’s shares have been granted to employees
wishing to participate in the scheme. Options have been granted at a discount of 20% to the market value on the date of grant.
The contractual lives of options are three and a half and five and a half years. The options are equity settled and there are no
cash settlement alternatives.

The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements in, share options
during the year.

2005 2005 2004 2004

Number WAEP Number WAEP

Qutstanding at the beginning of the year 263,744 162.8p - -
Granted during the year - - 283,319 162.8p
Forfeited during the year (35,768) 162.8p (19,575) 162.8p
Qutstanding at the end of the year 227,976 162.8p 263,744 162.8p

The weighted average remaining contractual life for the share options outstanding as at 31 December 2005 is 2.9 years
(2004: 3.9 years).

The weighted average fair value of the options granted during the year was £nil (2004: 71.7p).
The exercise price for options outstanding at the end of the year was 162.8p (2004: 162.8p).
The fair value of equity-settled options granted is estimated as at the date of grant using a binomial model, taking into account

the terms and conditions upon which the options were granted. The following table lists the inputs to the model used for the
years ended 31 December 2005 and 31 December 2004.

CSOP CSOP SAYE

2005 2004 2004
Dividend yield (%) 1.90 1.30 1.30
Expected volatility (%) 33.00 27.00 27.00
Risk-free interest rate (%) 4.20 5.00 5.00
Expected life of option (years) 3.90 4.20 4.00
Weighted average share price (£ 143.5p 203.5p 162.8p

The expected life of the options is based on the Group’s best estimate and is not necessarily indicative of exercise patterns that
may occur. The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may
also not necessarily be the actual outcome.

None of the shares are exercisable at the end of the year (2004: nil], as the performance criteria has not been met.
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12. Property, plant and equipment

Freehold Fixtures, Assets in the
Freehold  buildings and Leasehold fittings and course of

land improvements improvements equipment construction Total

£000 £000 £000 £000 £000 £000
Cost:
At 1 January 2004 51,307 43,825 - 13,169 - 108,301
Additions A 1,455 - 1,839 1,747 5,085
Disposals - - - (11) - (11)
Transfers - (262) - 262 - -
At 31 December 2004 51,357 45,018 - 15,259 1,747 113,375
Additions - 1,647 287 1,619 606 4,159
Disposals - - - (84) - (84)
Transfers - 1,265 - - (1,265) -
Acquisition of subsidiary (Note 15) - - - 1,214 - 1,214
At 31 December 2005 51,351 47,930 287 18,008 1,088 118,664
Depreciation:
At 1 January 2004 - 4,133 - 6,319 - 10,452
Provided during the year - 1,368 - 2,453 - 3,821
Depreciation on disposals - - - (11) - (11)
At 31 December 2004 5,501 - 8,761 - 14,262
Provided during the year - 1,456 13 2,140 - 3,609
Depreciation on the disposals - - - (69) - (69)
At 31 December 2005 - 6,957 13 10,832 - 17,802
Net book value:
At 31 December 2005 51,351 40,973 274 7,176 1,088 100,862
At 31 December 2004 51,357 39,517 - 6,498 1,747 99,113

Included in the net book value of fixtures, fittings and equipment is £352,000 (2004: £nil) of assets held under finance leases.
‘Acquisition of subsidiary” includes £690,000 (2004: £nil) of fixtures, fittings and equipment held under finance leases.
Leased assets are pledged as security for the related finance lease liability.

Assets in the course of construction include costs incurred in securing planning consents. Assets in the course of construction
are not depreciated.

The Group’s long-term loan is secured by floating charge over all of the Group’s property, plant and equipment.
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13. Intangible assets

Goodwill

£000

Cost at 1 January 2005 and 2004 11,910
Acquisition of a subsidiary (Note 15) 1,719
At 31 December 2005 13,629
At 31 December 2004 11,910

Goodwill is not amortised but is subject to annual impairment testing.

14. Impairment testing of goodwill and intangibles with indefinite lives
Goodwill of £13,629,000 (2004: £11,910,000) acquired through business combinations has been allocated to the Group as one
cash-generating unit and is tested at least annually for impairment.

The recoverable amount has been determined based on a value in use calculation using cash flow projections based on three
year financial forecasts approved by the Directors. The pre-tax cash flows in this period of time are sufficient to support the
carrying value of goodwill.

Key assumptions used for value in use calculations for the years to 31 December 2005 and 31 December 2004:
The following describes the key assumptions used as a basis for cash flow projections which support the Group’s impairment
testing of goodwill and intangibles.

Cash flow from operations - This is derived from management’s best estimate of forecast trading expectations, having regard
to previously achieved trading levels and the anticipated future operating environment for the business, taking into account any
cost efficiencies which may be achieved.

Financing costs — These reflect the Group’s existing capital structure and the prevailing LIBOR rate plus margin.
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15. Business combination
Acquisition of Teddington Studios

On 1 April 2005 the Group purchased the trade and certain of the assets and liabilities of Teddington Studios Limited, which

was in administration, and acquired 100% of the share capital of The Studio Broadcasting Company Limited.

The fair value of the identifiable assets and liabilities acquired from Teddington Studios Limited and of The Studio Broadcasting
Company Limited as at the date of acquisition are shown as those in ‘Recognised on acquisition” compared with carrying

values in the records of the acquired entities.

Recognised Carrying
on acquisition value
£000 £000
Property, plant and equipment 1,214 2,167
Inventories 10 10
1,224 2177
Finance lease obligations (1,210 (1,210)
Trade and other payables (684) (323)
(1,894) (1,533]
Fair value of net liabilities (670)
Goodwill arising on acquisition 1,719
1,049
£000
Consideration:
Costs associated with the acquisition 249
Consideration - paid 611
Consideration - deferred 189
Total consideration 1,049
£000
The cash outflow on acquisition is as follows:
Cash paid for trade, assets and liabilities (611)
Costs of acquisition (249)
Deferred consideration (96)
Net cash flow (956)

From the date of acquisition to 31 December 2005, Teddington Studios has contributed an operating loss of £58,000 to the
Group before taking account of exceptional administrative costs of £1,027,000. The Group does not anticipate incurring further

exceptional costs in relation to the acquisition of Teddington Studios.

The Directors have made the assessment of goodwill based on the information available at the date of this report.

This estimate has been amended, since the interim report, to reflect a revised recognised value on property, plant and

equipment, additional acquired liabilities, and a reduction to the value of intangible assets acquired.
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15. Business combination (continued)

The Directors have reviewed the acquisition of Teddington Studios to ascertain the nature and value of intangible assets

acquired and have identified a contract, and a customer with whom a formal contract was yet to be agreed, in existence at

the time of acquisition. Neither have been recognised due to the third parties’ ability to terminate these agreements at short

notice. The value of the brand name of Teddington Studios has also been considered, but as the former Teddington Studios

Limited was in administration the Directors consider the brand to be of negligible value.

16. Trade and other receivables
2005 2004
£000 £000

Trade receivables 3,136 2,693

Related parties 38 69

3,174 2,762

For terms and conditions relating to related party receivables refer to Note 24.

Trade receivables are non-interest bearing and terms vary dependent on the service being provided.

17. Inventories
2005 2004
£000 £000

Raw materials (at cost) 97 1071

Finished goods (at net realisable value) 206 295

Total inventories at the lower of cost and net realisable value 303 396

The amount of write-down of inventories recognised as an expense is £44,000 (2004: £21,000).

18. Cash
2005 2004
£000 £000

Cash at bank and in hand 1,276 -

1,276 -

The fair value of cash and cash equivalents is £1,276,000 (2004: £nil).

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise the following at 31 December:
2005 2004
£000 £000

Cash at bank and in hand 1,276 -

Bank overdraft - (1,604)

1,276 (1,604)
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19. Share capital and reserves

Authorised

2005 2004
£000 £000
Ordinary shares of 10p each 7,000 7,000
7,000 7,000

Allotted, called up and fully paid
Number £000 Number £000
Ordinary shares of 10p each 45,813,118 4,581 45,813,118 4,581
45,813,118 4,581 45,813,118 4,581

A block listing of 230,000 10p ordinary shares, under the Pinewood Shepperton plc Sharesave Scheme, has been admitted to

the Official List between the reporting date and the date of completion of these financial statements. On 30 January 2006,

2,783 ordinary 10p shares were issued.

Share option schemes

The Group has two share based payment plans under which options to subscribe for the Group’s shares have been granted to

certain executives and senior employees. Details of these schemes can be found in Note 11.

Other reserves
2005 2004
£000 £000
Capital redemption reserve 135 135
Merger reserve 348 348
Fair value of cash flow hedge reserve (400) (381)
83 102

Nature and purpose of reserve

Capital redemption reserve
The capital redemption reserve arose as a result of the repurchase of shares.

Merger reserve

On acquiring Shepperton Studios Limited the group issued ordinary shares as part of the consideration. Merger relief was

taken in accordance with s131 of the Companies Act 1985, and hence £348,000 was credited to the merger reserve.

Fair value of cash flow hedge reserve

The cash flow hedge reserve is used to record the fair value gains or losses, and related deferred tax, on the hedging
instrument used by the Group to manage interest rate risk. The cash flow hedge is determined to be an effective hedge.
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20. Interest-bearing loans and borrowings
Effective
interest rate 2005 2004
% Maturity £000 £000
Current
Bank overdraft LIBOR +1.0% on demand - 1,604
Obligations under finance leases 16.1% 2006 300 -
300 1,604
Non-current
Secured bank loan LIBOR + variable margin 12 May 2009 42,511 38,363
Cash flow hedge 5.525% 31 March 572 D45
2009
Obligations under finance leases 16.1% 2007 17 -
43,100 38,908
At 31 December 2005, the Group had £10,000,000 (2004: £22,396,000) of available undrawn committed borrowing facilities.
Bank overdraft
The Group has an overdraft facility of £3,000,000 to support the future operating activities of the business. This overdraft is
secured by a floating charge over the Group’s assets, and is repayable in full on demand.
Secured bank loan at LIBOR + variable margin
The Group has entered into a revolving credit facility with a syndicate of banks, which provides facilities of £50,000,000
(2004: £60,000,000). The bank loan is secured by floating charge over the Group’s assets, and is repayable in full on a final
repayment date, 12 May 2009.
Long-term loan facilities become repayable on demand following a change in control of the Group.
Interest on the loan is based on LIBOR plus a variable margin. At 31 December 2005 the margin was 1.50% (2004: 1.15%).
The Group has entered into an interest rate hedging agreement to manage the impact of interest rate fluctuations.
21. Trade and other payables
2005 2004
£000 £000
Trade payables 2,103 1,812
Value added tax 582 437
Payroll taxes 472 209
Other payables 439 31
Accruals 4,405 4,406
Deferred income 2,848 1,204
10,849 8,099

Terms and conditions of the above financial liabilities:

Trade payables are non-interest bearing and are settled, on average, on 34 day terms.
Other payables are non-interest bearing and are settled throughout the year.
Accruals are non-interest bearing and are settled throughout the year.

Deferred income is recognised throughout the year.
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22. Obligations under leases

Operating lease commitments - Group as a lessee

The Group has entered into commercial property lease on the Teddington Studios property. The lease term expires on

24 August 2024, with a break option on 24 August 2009, to give 12 months notice to 24 August 2010, included in the agreement.

Under the terms of the agreement the group may not assign the lease until 23 October 2009.

Future minimum rentals payable under non-cancellable operating leases as at 31 December are as follows:

2005 2004

£000 £000

Within one year 662 -
After one year but not more than five years 2,427 -
3,089 -

Finance lease commitments

The Group has finance leases contracts for various items of plant and machinery. These leases have terms of renewal

but no purchase options. Renewals are at the option of the specific entity that holds the lease. Future minimum lease

payments under finance leases contracts together with the present value of the net minimum lease payments are as follows:
2005

2004

Present Present

Minimum value of Minimum value of

payments payments payments payments

£000 £000 £000 £000

Within one year 349 299 - -
After one year but not more than five years 19 18 - -
Total minimum lease payments 368 317 - -
Less amounts representing finance charges (51) - - -
Present value of minimum lease payments 317 317 - -

23. Commitments and contingencies

Capital commitments

At 31 December 2005, the Group has capital commitments contracted for but not provided in the accounts totalling £26,000
(2004: £1,161,000) in relation to the completion of certain investment capital expenditure projects.
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24. Related party disclosures

57

The consolidated financial statements include the financial statements of Pinewood Shepperton plc and the subsidiaries listed

in the following table.

equity interest

Country of

incorporation 2005 2004
Pinewood Studios Limited United Kingdom 100% 100%
Shepperton Studios Limited United Kingdom 100% 100%
Pinewood-Shepperton Studios Limited United Kingdom 100% 100%
Studiolink Limited United Kingdom 100% 100%
Teddington Studios Limited United Kingdom 100% -
The Studio Broadcasting Company Limited United Kingdom 100% -

Pinewood Shepperton plc is the ultimate parent entity.

During the year the Group entered into transactions with the following related party, involving the utilisation of media facilities

at normal market rates and settlement terms.

Amounts

Sales to owed by

related related

party party

2005 £000 £000
Entity with which Michael Grade is associated:

BBC 1,805 38

Amounts

Sales to owed by

related related

party party

2004 £000 £000
Entity with which Michael Grade is associated:

BBC 3,012 69
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25. Derivatives and financial instruments

The Group’s principal financial instruments, other than an interest rate swap, comprise a bank loan, finance leases,
overdraft facility and cash. The main purpose of these financial instruments is to 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 Directors do not consider the fair value of these instruments to differ from the book value.

The Group entered into an interest rate swap. The purpose is to manage the interest rate risks arising from the Group's
sources of finance.

The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk, credit risk and collateral risk.

Interest rate risk

The Group borrows at floating rates of interest and then uses interest rate swaps, in which the Group agrees to exchange the
difference between fixed and variable rate amounts calculated by reference to the agreed upon notional principal amount, to
generate the desired interest profile and to manage the Group’s exposure to interest rate fluctuations. The Group’s policy is

to manage approximately 50% of its borrowings at fixed rates of interest. At 31 December 2005, 50% (2004: 51%) of the Group's
borrowings were at fixed rates after taking account of the interest rate swap.

Credit risk

The Group trades with recognised, creditworthy third parties. It is the Group’s policy that all customers who wish to trade on
credit terms are subject to credit verification procedures. In addition, receivable balances are monitored on an ongoing basis
with the result that the Group’s exposure to bad debts is not significant. As at 31 December 2005 the Group’s maximum
exposure to credit risk was £3,694,000 (2004: £3,092,000), of which £520,000 (2004: £330,000) is considered to be potentially
impaired and £688,000 (2004: £848,000) has exceeded credit terms but has not been impaired.

With respect to credit risk relating to cash and cash equivalents the Group’s exposure to credit arises from default of the
counterparty, with the maximum exposure equal to the carrying amount of these instruments.

Collateral risk
The long-term loan is secured by floating charge over all of the Group's assets.

Liquidity risk

The Group’s objective is to maintain a balance between the continuity of funding and flexibility through the use of an overdraft
facility and a bank loan. Short-term flexibility is achieved by an overdraft facility of £3,000,000 which is available to the Group
for drawdown until 12 May 2009. At 31 December 2005 the group has drawn £nil (2004: £1,604,000) of this facility.

The Group has a £50,000,000 revolving credit facility (2004: £60,000,000), with interest payable at LIBOR plus a variable margin
31 December 2005, 1.50% (2004: 1.15%). At 31 December 2005, £43,000,000 (2004: £39,000,000) has been drawn down.

The revolving credit facility is available for drawdown until 12 May 2009 and the Group will ensure that appropriate funding
arrangements are in place beyond this date. Bank covenants, contained within the revolving credit facility, are reviewed
regularly to ensure compliance.

Foreign currency risk
The Group does not hedge against foreign currency exposure due to its minimal exposure to foreign currency movements as
its business is conducted primarily in UK sterling.
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25. Derivatives and financial instruments (continued)

Market risk

At 31 December 2005, £43,000,000 (2004: £40,604,000) of the Group revolving credit and overdraft facilities has been drawn.
The Group borrows in UK sterling at floating rate and uses a £20,000,000 interest rate swap agreement to manage the
exposure to interest rate risk. At 31 December 2005, £23,000,000 (2004: £20,604,000) of drawn facility is at a floating interest
rate of LIBOR plus margin and is therefore subject to market risk through interest rate fluctuations. A 1% increase in
LIBOR would increase the interest charge, and reduce the Group profit before taxation, by £230,000 (2004: £206,000).

Interest rate risk
The following table sets out the carrying amount, by maturity, of the Group’s financial instruments that are exposed to interest
rate risk:

Year ended 31 December 2005

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5years Total
Fixed rate £000 £000 £000 £000 £000 £000 £000
Interest rate swap agreement
hedging floating rate
secured bank loan - - - (572) - - (572)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - (20,000) - - (20,000)
Effective fixed portion of
secured loan at fixed rate - - - (20,572) - - (20,572)
Obligations under finance leases (300) (17 - - - - (317)

(300) (17) - (20,572) - - (20,889)
More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5years Total
Floating rate £000 £000 £000 £000 £000 £000 £000
Secured bank loan
at floating rate - - - (42,511) - - (42,511)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - 20,000 - - 20,000
Effective floating portion of
secured loan at floating rate - - - (22,511) - - (22,511)
Cash 1,276 - - - - - 1,276

1,276 - - (22,511) - - (21,235)
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25. Derivatives and financial instruments (continued)
Interest rate risk [continued)

Year ended 31 December 2004

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Fixed rate £000 £000 £000 £000 £000 £000 £000
Interest rate swap agreement
hedging floating rate
secured bank loan - - - - (545) - (545)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - - (20,000 - (20,000
Effective fixed portion of
secured loan at fixed rate - - - - (20,545) - (20,545)

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Floating rate £000 £000 £000 £000 £000 £000 £000
Secured bank loan at floating rate - - - - (38,363) - (38,363)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - - 20,000 - 20,000
Effective floating portion of
secured loan at floating rate - - - - (18,363) (18,363
Bank overdraft (1,604) - - - - - (1,604)

(1,604) - - - (18,363) - (19,967)

The Group borrows in UK sterling at floating rate and uses interest rate swap agreements to manage the exposure to interest
rate fluctuations. The interest rate swap is monitored to ensure its continued effectiveness.

At 31 December 2005 the Group had an interest rate swaps against LIBOR of £20,000,000 at 5.525% (2004: £20,000,000
at 5.525%).

Borrowing facilities

The Group has entered into a revolving credit facility with a syndicate of banks, which provides available facilities of £50,000,000
(2004: £60,000,000). Additionally, the Group has an overdraft facility of £3,000,000 to support the future operating activities

of the business.
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25. Derivatives and financial instruments (continued]
The available but undrawn committed facilities at 31 December in respect of which all conditions had been met at that date
are as follows:

Year ended 31 December 2005

More than
Within 1 year 1-2 years 2-3 years 3-4years 4-5 years 5years Total
£000 £000 £000 £000 £000 £000 £000
Secured banking facility - - - 50,000 - - 50,000
Drawn bank loan - - - (43,000) - - (43,000)
Bank overdraft 3,000 - - - - - 3,000
Undrawn committed facilities 3,000 - - 7,000 - - 10,000
Year ended 31 December 2004
More than
Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
£000 £000 £000 £000 £000 £000 £000
Secured bank facility - - - - 60,000 - 60,000
Bank overdraft 3,000 - - - - - 3,000
Drawn bank loan (1,604) - - - (39,000 - (40,604)
Undrawn committed facilities 1,396 - - - 21,000 - 22,396

Fair values of financial assets/liabilities
Set out below is a comparison by category of book values and fair values of all the Group’s financial assets and liabilities
as at 31 December:

Book value Fair value
2005 2004 2005 2004
£000 £000 £000 £000
Primary financial instruments:
Financial liabilities
Short-term borrowings and current position of long-term borrowings - 1,604 - 1,604
Long-term borrowings 42,511 38,363 42,511 38,363
Obligations under finance leases 317 - 317 -
Financial assets
Cash 1,276 - 1,276 -
Derivative financial instruments held to manage the interest rate profile:
Interest rate swaps - fair value of liability 572 545 572 045

The fair value of the interest rate swap contract is determined by reference to market values for similar instruments.
The fair values of all other items have been calculated by discounting the expected future cash flows at the weighted average
cost of debt.
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25. Derivatives and financial instruments (continued]

Cash flow hedge

The Group borrows in sterling at floating rate and uses interest rate swap agreements to manage the exposure to interest rate
fluctuations. The interest rate swap is monitored to ensure its continued effectiveness.

Interest rate swap finance costs are payable quarterly in March, June, September and December, until the hedge expires on
31 March 2009, and are charged to the income statement.

At 31 December 2005 the Group had an interest rate swaps against LIBOR of £20,000,000 at 5.525% (2004: £20,000,000
at 5.525%).

26. Transition to IFRS

For all periods up to and including the year ended 31 December 2004, the Group prepared its financial statements in
accordance with UK Generally Accepted Accounting Practice (UK GAAP). The financial statements, for the year ended
31 December 2005, are the first the Group is required to prepare in accordance with International Financial Reporting
Standards (IFRS] as adopted by the European Union (EUJ.

Accordingly, the Group has prepared financial statements which comply with IFRS applicable for periods beginning on or

after 1 January 2005 and the significant accounting policies meeting those requirements are described in Note 2. In preparing
these financial statements, the Group has started from an opening balance sheet as at 1 January 2004, the Group’s date of
transition to IFRS, and made those changes in accounting policies and other restatements required by IFRS 1 for the first-time
adoption of IFRS. This note explains the principal adjustments made by the Group in restating its UK GAAP balance sheet as at
1 January 2004 and its previously published UK GAAP financial statements for the year ended 31 December 2004.

Exemptions applied

IFRS 1 allows first-time adopters certain exemptions from the general requirement to apply IFRS as effective for
December 2005 year ends retrospectively. The Group has taken the following exemptions:

e cumulative currency translation differences for all foreign operations are deemed to be zero as at 1 January 2004;

¢ IFRS 2 Share-based payment has not been applied to any equity instruments that were granted on or before 7 November

2002, nor has it been applied to equity instruments granted after 7 November 2002 that vested before 1 January 2005.

IFRS 3 Business Combinations has been applied to acquisitions of subsidiaries that occurred before 1 January 2004.
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26. Transition to IFRS (continued)
Impact of adopting IFRS
Following the adoption of IFRS the main areas of impact are:

e increase in the deferred tax liability of £11,300,000 at 31 December 2004 due to the recognition of the deferred tax liability
on the uplift in fair value of land and buildings at Pinewood and Shepperton following the acquisitions of Pinewood Studios
Limited and Shepperton Studios Limited in 2000 and 2001 respectively;

e intangible assets of £11,900,000 at 31 December 2004 due to the recognition of goodwill following the acquisitions of
Pinewood Studios Limited and Shepperton Studios Limited in 2000 and 2001 respectively;

e increase in reported profit of £1,200,000 for the full year to 31 December 2004 due to the reversal of the provision for
proposed dividends payable approved by the Board on 18 March 2005;

e decrease in reported profit of £20,000 for the full year to 31 December 2004 due to charges for share based payments.

The accounting policies adopted are consistent with those of the previous consolidated financial statements except that the
Group has adopted those standards intended to be mandatory for the financial years beginning on or after 1 January 2005.
The principal effects of this decision are discussed below.

IFRS 2 ‘Share-based payment’

Under IFRS 2 the cost of equity settled transactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by an external valuer using the binomial method. In valuing equity-settled
transactions, no account is taken of any performance conditions, other than the conditions linked to the price of the shares of
Pinewood Shepperton plc (‘market conditions’].

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in
which the performance conditions are fulfilled, ending on the date on which the relevant employees become fully entitled

to the award ('vesting date’). The cumulative expense recognised for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the number of awards that, in the opinion

of the Directors of the Group at that date, based on the best available estimate of the number of equity instruments that will
ultimately vest.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market
condition, and in circumstances where holders of awards with no performance conditions attached, cancel their awards whilst
remaining in the employment of the Group. These are treated as vesting irrespective of whether or not the market condition is
satisfied, provided that all other performance conditions are satisfied.
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26. Transition to IFRS (continued)

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms had
not been modified. In addition, an expense is recognised for any increase in the value of the transaction as a result of
the modification.

Where an equity-settled award is cancelled by the award holder whilst remaining in the employment of the Group, it is treated
as if it had vested on the date of cancellation, and any expense not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award, and designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they were a modification of the original award, as described in the
previous paragraph.

Where an equity-settled award is cancelled due to the holder of the award no longer remaining in the employment of the
Group, no expense is recognised.

The charge under IFRS 2 in the full year to 31 December 2005 is £60,000.
The charge under IFRS 2 in the full year to 31 December 2004 is £20,000.

IAS 12 ‘Income taxes’
Deferred taxation is to be provided for almost all differences between the balance sheet amounts of assets and liabilities and
their corresponding tax base. Previously, under UK GAAP, deferred tax was provided for timing differences only.

IFRS 3 ‘Business combinations’

IFRS 3 applies to accounting for business combinations. Pinewood Shepperton plc has reviewed the business combinations
under the provisions of IFRS 3 and IAS 12 following the acquisitions of Pinewood Studios Limited and Shepperton Studios
Limited in 2000 and 2001 respectively.

Under UK GAAP a deferred taxation liability of £11,300,000 was not required to be recognised in the balance sheet of the
acquired entities. However, implementation of IAS 12 ‘Income taxes' requires this liability to be recognised which has resulted
in the fair value of the net assets of the acquired entities being adjusted accordingly. The Board reviewed the acquisitions for
the existence of intangible assets, as required under IFRS 3, and identified no other intangible assets in existence at the time
of acquisition to which a value should be attributed.

Goodwill of £11,900,000 has been recognised in the balance sheet of Pinewood Shepperton plc as an intangible asset, which
the Board will review in line with the stated accounting policies of Pinewood Shepperton plc.

IAS 10 ‘Events after the balance sheet date’

Under UK GAAP, dividends were provided for in the year when profits on which they were declared and approved by

the Directors arose. Under IAS 10 - Events after the balance sheet date, dividends are provided for in the year when they are
declared and approved. Current liabilities have been reduced by £1,237,000 as at 31 December 2004 in respect of proposed
dividends not formally declared as at the balance sheet date.
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26. Transition to IFRS (continued)

IAS 39 ‘Financial instruments: recognition and measurement’

Pinewood Shepperton plc uses interest rate derivatives to hedge interest rate exposures. The Pinewood Shepperton plc
derivative qualifies for hedge accounting treatment and as such the portion of the gain or loss on the hedging instrument that
is determined to be an effective hedge is recognised directly in equity and the ineffective portion is recognised in net profit or
loss. Under UK GAAP the fair value of the financial derivatives was noted but not recognised in the financial statements.

IAS 19 ‘Employee benefits’
Benefits which fall due within 12 months, such as holiday pay, will require recognition under the rules of IAS 19. As a
consequence Pinewood Shepperton plc is now required to provide for unused holiday entitlements.

The charge under IAS 19 in the full year to 31 December 2005 was £nil.
The charge under IAS 19 in the full year to 31 December 2004 was £6,000.
Figure 1

Figure 1 shows a reconciliation of the Group’s equity as reported under UK GAAP to its equity under International Financial
Reporting Standards ('IFRS’) at the date of transition to IFRS, being 1 January 2004.

Fair value
Issued Share Retained Merger of cash flow Minority
share capital premium earnings reserve hedge reserve interests Total equity
£000 £000 £000 £000 £000 £000 £000

At 1 January 2004 -
as previously reported 238 807 (625) 348 - (650) 118
Effect of accruing for holiday pay - - (6) - - - (6)
Effect of changes in accounting
for deferred tax - - 740 - - - 740
Effect of changes in accounting
for financial instruments. - - - - (388) - (388)
Effect of expensing goodwill
previously written back on the
acquisition of Shepperton
Studios Limited - - (93) - - - (93]

At 1 January 2004 (restated) 238 807 16 348 (388) (650) 371
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26. Transition to IFRS (continued)

Figure 2

Figure 2 shows a reconciliation of the Group's equity as reported under UK GAAP to its equity under International Financial
Reporting Standards (IFRS’) at 31 December 2004.

Fair value Capital
Issued Share Retained Merger of cash flow redemption
share capital premium earnings reserve hedge reserve reserve Total
£000 £000 £000 £000 £000 £000 £000
As previously reported at
31 December 2004 4,581 43,269 2,699 348 - 135 51,032
Effect of accruing for holiday pay - - (6) - - - (6)
Effect of changes in accounting
for deferred tax - - 826 - - - 826
Effect of accruing for the fair
value of financial instruments - - - - (381) - (381)

Effect of expensing goodwill

previously written back on the

acquisition of Shepperton

Studios Limited - - (90) - - - (90)

Effect of not accruing for
dividends in the yearin
which they are proposed

and agreed by Directors - - 1,237 - - - 1,237
Restated for 31 December 2004

under IFRS 4,581 43,269 4,666 348 (381) 135 52,618
Figure 3

Figure 3 shows the reconciliation of the Group’s profit as reported under UK GAAP to its profit under International Financial
Reporting Standards ('IFRS’) for the year ended 31 December 2004.

£000
Profit for the year ended 31 December 2004 as reported under UK GAAP 3,339
Accounting for the accumulated foreign exchange losses on the disposal of the overseas subsidiary (15)
Effect of changes in accounting for share based payments (20)
Effect of not accruing for dividends in the year in which they are proposed and agreed by Directors 1,237
Effect of changes in accounting for deferred taxation 89

Profit for the year ended 31 December 2004 as reported under IFRS 4,630
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Independent auditors’ report
to the shareholders of Pinewood Shepperton plc

We have audited the parent company financial statements of Pinewood Shepperton plc for the year ended 31 December 2005
which comprise the Statement of Recognised Gains and Losses, Balance Sheet and the related Notes 1 to 9. These parent
company financial statements have been prepared under the accounting policies set out therein. We have also audited the
information in the Directors’ remuneration report that is described as having been audited.

We have reported separately on the Group financial statements of Pinewood Shepperton plc for the year ended
31 December 2005.

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

Respective responsibilities of Directors and auditors

The Directors are responsible for preparing the Annual Report, the Directors” remuneration report and the parent company
financial statements in accordance with applicable United Kingdom law and Accounting Standards (United Kingdom Generally
Accepted Accounting Practice] as set out in the Statement of Directors” Responsibilities.

Our responsibility is to audit the parent company financial statements and the part of the Directors’ remuneration report
to be audited in accordance with relevant legal and regulatory requirements and International Standards on Auditing
(UK and Ireland).

We report to you our opinion as to whether the parent company financial statements give a true and fair view and whether the
parent company financial statements and the part of the Directors’ remuneration report to be audited have been properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’ report is not
consistent with the parent company financial statements, 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 regarding
Directors’ remuneration and other transactions is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent
company financial statements. The other information comprises only the Directors’ report, the unaudited part of the
Directors’ remuneration report, the Chairman’s statement, the Chief Executive’s review and the Corporate governance
statement. We consider the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the parent company financial statements. Our responsibilities do not extend to any other information.
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Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
parent company financial statements and the part of the Directors” remuneration report to be audited. It also includes an
assessment of the significant estimates and judgments made by the Directors in the preparation of the parent company
financial statements, and of whether the accounting policies are appropriate to the Company’s circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the parent company financial statements and
the part of the Directors’ remuneration report to be audited are free from material misstatement, whether caused by fraud
or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the parent company financial statements and the part of the Directors’ remuneration report to be audited.

Opinion
In our opinion:

e the parent company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company’s affairs as at 31 December 2005; and

e the parent company financial statements and the part of the Directors’ remuneration report to be audited have been properly
prepared in accordance with the Companies Act 1985.

Ernst & Young LLP
Registered Auditor
London

27 March 2006

Notes :

1. The maintenance and integrity of the Pinewood Shepperton plc web site is the responsibility of the Directors; the work carried out by the auditors does not involve consideration of
these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial statements since they were initially presented on the
web site.

2. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.



Pinewood Shepperton plc Annual Report & Accounts 2005
Company UK GAAP financial statements continued

Statement of total recognised gains and losses
for the year ended 31 December 2005
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As restated

2005 2004
£000 £000
Profit attributable to members of the Company 6,081 2,898
Transfers to the profit and loss account
On cash flow hedges (170) (269)
Gains and losses recognised directly in shareholders’ funds
Loss on cash flow hedges 143 279
Tax on items recognised directly in shareholders’ funds 8 (3)
Total recognised gains and losses relating to the year 6,062 2,905
Prior year adjustment (as explained in Note 2) (5,181) -
Total gains and losses recognised since last annual report 881 -
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Company balance sheet
at 31 December 2005

As restated

2005 2004
Notes £000 £000
Fixed assets
Investments 3 32,705 32,705
Current assets
Debtors:
Amounts falling due after one year 4 85,698 72,681
Amounts falling due within one year 4 236 175
85,934 72,856
Creditors: amounts falling due within one year 5 (22,657) (18,779)
Net current assets 63,277 54,077
Total assets less current liabilities 95,982 86,782
Creditors: amounts falling due after more than one year 6 (43,083) (38,908]
52,899 47,874
Capital and reserves
Called-up share capital 8 4,581 4,581
Share premium account 9 43,469 43,269
Capital redemption reserve 9 135 135
Merger reserve 9 348 348
Fair value of cash flow hedge reserve 9 (400) (381)
Profit and loss account 9 4,766 (78)
Equity shareholders’ funds 9 52,899 47874

The financial statements were approved by the Board of Directors on 27 March 2006 and were signed on its behalf by:

T

P. F. Garner
Director
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Notes to the financial statements
at 31 December 2005

1. Authorisation of financial statements

The financial statements of Pinewood Shepperton plc for the year ended 31 December 2005 were authorised for issue by the
Board of the Directors on 27 March 2006 and the balance sheet was signed on the Board's behalf by the Finance Director.
Pinewood Shepperton plc is a public limited company incorporated and domiciled in England & Wales. The Company's
ordinary shares are traded on the London Stock Exchange.

2. Accounting policies

Accounting convention

The financial statements are prepared under the historical cost convention and in accordance with applicable
accounting standards.

Basis of preparation
The Company has taken advantage of the exemption available under section 230 of the Companies Act 1985 not to present its
own profit and loss account.

In preparing the financial statements the Company has adopted FRS 21 "Events after the balance sheet date’. The adoption of
FRS 21 has resulted in a change in accounting policy for dividends. Dividends are now recognised in the year in which the
dividends are declared and approved. Previously dividends were provided for in the year when profits on which they were
declared by the Directors. The change in accounting policy has resulted in a prior year adjustment. Shareholders’ funds have
been decreased by £4,300,000 at 1 January 2004 and the retained profit for the year ended 31 December 2004 has increased
by £737,000. The profit of the Company in the current year has increased by £4,800,000 as a result of the change in
accounting policy.

In preparing the financial statements the Company has adopted FRS 26 “Financial instruments - measurement”.

Pinewood Shepperton plc uses interest rate derivatives to hedge interest rate exposures. The Pinewood Shepperton plc
derivative qualifies for hedge accounting treatment and as such the portion of the gain or loss on the hedging instrument that
is determined to be an effective hedge is recognised directly in equity and the ineffective portion is recognised in net profit or
loss. Shareholders’ funds have decreased by £388,000 at 1 January 2004 and the total recognised gains and losses for the year
ended 31 December 2004 have increased by £7,000. The total recognised gains and losses for the Company in the current year
have decreased by £19,000 as a result of adopting this standard.

In preparing the financial statements the Company has also adopted FRS 20 “Share Based Payment”, FRS 23 “The effects of
changes in foreign exchange rates, FRS 24 “Financial Reporting in Hyperinflationary Economies and FRS 29 “Financial
Instruments: Disclosures”. The adoption of these standards has had no effect on the profit for the year or on shareholders’
funds for the year ended 31 December 2004 or 31 December 2005.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue
can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding discounts, rebates,
VAT and other sales taxes or duty.

Fixed asset investments
Investments in subsidiaries are stated initially at cost. The carrying values are reviewed for impairment if events or changes in
circumstances indicate the carrying values may not be recoverable.

Loan issue costs

Loans are initially recorded at their net proceeds. The loan issue costs are amortised in the profit and loss account over the
remaining maturity of the loans at a constant carrying amount and are reviewed for changes in circumstances that may
indicate that the loans will not be held to maturity.
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2. Accounting policies (continued)
Share issue costs
Costs directly attributable to the raising of equity are charged to the share premium account.

Share-based payment transactions

Employees (including Directors) of the Company may receive part of their remuneration in the form of share-based payment
transactions, whereby employees render their services in exchange for shares or rights over shares (‘equity-settled
transactions’).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are
granted. The fair value is determined by an external valuer using the binomial method. In valuing equity-settled transactions,
no account is taken of any performance conditions, other than the conditions linked to the price of the shares of Pinewood
Shepperton plc ('market conditions’).

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in
which the performance conditions are fulfilled, ending on the date on which the relevant employees become fully entitled
to the award ('vesting date’). The cumulative expense recognised for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the number of awards that, in the opinion

of the Directors of the Company at that date, based on the best available estimate of the number of equity instruments that
will ultimately vest.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market
condition, and in circumstances where holders of awards with no performance conditions attached, cancel their awards whilst
remaining in the employment of the Company. These are treated as vesting irrespective of whether or not the market condition
is satisfied, provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms
had not been modified. In addition, an expense is recognised for any increase in the value of the transaction as a result
of the madification.

Where an equity-settled award is cancelled by the award holder whilst remaining in the employment of the Company, it is
treated as if it had vested on the date of cancellation, and any expense not yet recognised for the award is recognised
immediately. However, if a new award is substituted for the cancelled award, and designated as a replacement award on the
date that it is granted, the cancelled and new awards are treated as if they were a modification of the original award, as
described in the previous paragraph.

Where an equity-settled award is cancelled due to the holder of the award no longer remaining in the employment of the
company, no expense is recognised.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings per share.



Pinewood Shepperton plc Annual Report & Accounts 2005 73
Company UK GAAP financial statements continued
Notes to the financial statements continued

2. Accounting policies (continued)

Financial assets

Financial assets in the scope of FRS 26 are classified as financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments, or as available-for-sale financial assets, as appropriate. The Company determines
the classification of its financial assets at initial recognition and re-evaluates this designation at each financial year-end.
When financial assets are recognised initially, they are measured at fair value.

All regular way purchases and sales of financial assets are recognised on the trade date, being the date that the Company
commits to purchase or sell the asset. Regular way transactions require delivery of assets within the timeframe generally
established by regulation or convention in the market place. The subsequent measurement of financial assets depends on
their classification, as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market, do not qualify as trading assets and have not been designated as either fair value through profit and loss or available
for sale. Such assets are carried at amortised cost using the effective interest method if the time value of money is significant.
Gains and losses are recognised in profit when the loans and receivables are derecognised or impaired, as well as through the
amortisation process.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred,
the carrying amount of the asset is reduced, with the amount of the loss recognised in administration costs.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognised in the profit and loss account, to the extent that the carrying value of the asset
does not exceed its amortised cost at the reversal date.

Derivative financial instruments
The Company has an interest rate swap to hedge against risks associated with interest rate fluctuations. This derivative
financial instrument is stated at fair value.

The fair value of the interest rate swap contract is determined by reference to market values for similar instruments.

For the purpose of hedge accounting, hedges are classified as either fair value hedges when they hedge the exposure to
changes in the fair value of a recognised asset or liability; or cash flow hedges where they hedge exposure to variability in cash
flows that is either attributable to a particular risk associated with a recognised asset or liability or a forecasted transaction.

In relation to cash flow hedges to hedge firm commitments which meet the conditions for hedge accounting, the portion of
the gain or loss on the hedging instrument that is determined to be an effective hedge is recognised directly to equity and the
ineffective portion is recognised in net profit or loss. Amounts taken to equity are transferred to the income statement when
the hedged transaction affects profit or loss.

Hedge accounting is discontinued when the hedging instrument expires, or is sold, terminated or exercised, or no longer
qualifies for hedge accounting. At that point in time, any cumulative gain or loss on the hedging instrument recognised in
equity is kept in equity until the forecasted transaction occurs. If a hedged transaction is no longer expected to occur, the
net cumulative gain or loss recognised in equity is transferred to net profit or loss for that year.

Pensions
The Company operates defined contribution schemes. Contributions are charged to the profit and loss account as they
become payable in accordance with the rules of the schemes.
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2. Accounting policies (continued)

Swap agreement costs

Swap agreement costs are expensed in the period in which the expense arises. The cost of terminating swap agreements is
expensed at the date of termination and is disclosed as an exceptional interest cost.

3. Investments

£000
Cost:
At 1 January 2004 and 31 December 2004 32,705
Additions -
At 31 December 2005 32,705

Details of the investments in which the Group and the Company (unless indicated) holds 20% or more of the nominal value of
any class of share capital are as follows:

Proportion
of voting
rights and
Name of company Holding shares held Nature of Business
Subsidiary undertakings
Pinewood Studios Limited* Ordinary shares 100% Media Service Provider
Shepperton Studios Limited* Ordinary shares 100% Media Service Provider
Studiolink Limited Ordinary shares 100% Media Service Provider
Pinewood-Shepperton Studios Limited Ordinary shares 100% Media Service Provider
The Studio Broadcasting Company** Ordinary shares 100% Media Service Provider
Teddington Studios Limited Ordinary shares 100% Media Service Provider

*  Held by Pinewood-Shepperton Studios Limited
** Held by Teddington Studios Limited

Silver Lining Productions Limited was disposed of on 29 April 2004 for a cash consideration of £571.

The company accounts for its investments in subsidiaries using the cost model.

4. Debtors
As restated
2005 2004
£000 £000
Due from subsidiary undertakings 85,698 72,681
Trade debtors 49 -
Prepayments and accrued income 15 11
Deferred taxation 172 164
85,934 72,856

The above amounts due from subsidiary undertakings are due after one year.
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4. Debtors (continued)
The deferred tax asset is recognised at 30% (2004: 30%) in the financial statements as follows:
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As restated

2005 2004

£000 £000

Deferred taxation arising on the fair value of the cash flow hedge 172 164

172 164

The movement in deferred taxation in the current year is as follows: cou0

At 1 January 2005 164

Deferred tax credit in statement of recognised gains and losses 8

At 31 December 2005 172
5. Creditors: amounts falling due within one year

2005 2004

£000 £000

Bank overdraft 10,043 7,852

Trade creditors 139 146

Amounts due to subsidiary undertakings 11,483 10,173

Other taxes and social security - 200

Other creditors 439 31

Accruals and deferred income 553 377

22,657 18,779

The bank overdraft is secured by floating charge over the Company's assets, and is repayable in full on demand.

6. Creditors: amounts falling due after more than one year

As restated

2005 2004
£000 £000
Secured bank loan 42,511 38,363
Fair value of cash flow hedge 572 D45
43,083 38,908

Amounts falling due:
in one year - -
in more than one year but not more than two years - -
in more than two years but not more than five years 43,083 38,908
in more than five years - -
43,083 38,908
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6. Creditors: amounts falling due after more than one year (continued)

Secured bank loan at LIBOR + variable margin

The bank loan is secured by floating charge over the assets of the Company and its subsidiaries, and is repayable in full on a
final repayment date of 12 May 2009.

Long-term loan facilities become repayable on demand following a change in control of the Company.

Interest on the loan is based on LIBOR plus a variable margin. At 31 December 2005 the margin was 1.50% (2004: 1.15%).
The Company has entered into an interest rate hedging agreement to manage the impact of interest rate fluctuations.

Cash flow hedge
The Company borrows in sterling at floating rate and uses interest rate swap agreements to manage the exposure to interest
rate fluctuations. The interest rate swap is monitored to ensure its continued effectiveness.

The fair value of the interest rate swap contract is determined by reference to market values for similar instruments.
The fair values of all other items have been calculated by discounting the expected future cash flows at the weighted average
cost of debt.

Interest rate swap finance costs are payable quarterly in March, June, September and December, until the hedge expires on
31 March 2009, and are charged to the income statement.

At 31 December 2005 the company had interest rate swaps against LIBOR of £20,000,000 at 5.525% (2004: £20,000,000
at 5.525%).

7. Derivatives and financial instruments

The Company’s principal financial instruments, other than an interest rate swap, comprise a bank loan, overdraft facility and
amounts due from its subsidiary companies. The main purpose of these financial instruments is to provide finance for the
Company and its subsidiaries” operations. The Company has various other financial instruments such as trade debtors and
trade creditors that arise directly from its operations. The Directors do not consider the fair value of these instruments to differ
from the book value.

The Company entered into an interest rate swap. The purpose is to manage the interest rate risks arising from the Company’s
sources of finance.

The main risks arising from the Company’s financial instruments are interest rate risk, liquidity risk, credit risk and
collateral risk.

Interest rate risk

The Company borrows at floating rates of interest and then uses interest rate swaps, in which the Company agrees to
exchange the difference between fixed and variable rate amounts calculated by reference to the agreed upon notional
principal amount, to generate the desired interest profile and to manage the Company’s exposure to interest rate fluctuations.
The Company’s policy is to manage approximately 50% of its third party borrowings, drawn as revolving credit facility, at fixed
rates of interest. At the year end, 48% (2004: 53%) of the Company’s third party borrowings, drawn as revolving credit facility,
were at fixed rates after taking account of the interest rate swap.



Pinewood Shepperton plc Annual Report & Accounts 2005 77
Company UK GAAP financial statements continued
Notes to the financial statements continued

7. Derivatives and financial instruments (continued)

Credit risk

The Company trades with recognised, creditworthy third parties. It is the Company’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures. In addition, receivable balances are monitored on an
ongoing basis with the result that the Company’s exposure to bad debts is not significant.

With respect to credit risk relating to cash and cash equivalents the Company’s exposure to credit arises from default of the
counter party, with the maximum exposure equal to the carrying amount of these instruments.

Collateral risk
The long-term loan is secured by floating charge over all of the Company’s assets.

Liquidity risk

The Company’s objective is to maintain a balance between the continuity of funding and flexibility through the use of an
overdraft facility and a bank loan. Short-term flexibility is achieved by an overdraft facility of £3,000,000 which is available to
the company for drawdown until 12 May 2009. All companies in the Group participate and their individual balances are offset
within the overall facility. At 31 December 2005 the Company has drawn £10,043,000 (2004: £7,852,000) of this facility, both
being offset by cash balances in subsidiaries. The Company has a £50,000,000 revolving credit facility (2004: £60,000,000),

with interest payable at LIBOR plus a variable margin at 31 December 2005, 1.50% (2004: 1.15%). At 31 December 2005,
£43,000,000 (2004: £39,000,000] has been drawn down. The revolving credit facility is available for drawdown until 12 May 2009
and the Company will ensure that appropriate funding arrangements are in place beyond this date. Bank covenants, contained
within the revolving credit facility, are reviewed regularly to ensure compliance.

Foreign currency risk
The Company does not hedge against foreign currency exposure due to its minimal exposure to foreign currency movements
as its business is conducted primarily in UK sterling.

Market risk

At 31 December 2005, £43,000,000 (2004: £40,604,000) of the Company’s revolving credit and overdraft facilities has been
drawn. The Company borrows in UK sterling at floating rate and uses a £20,000,000 interest rate swap agreement to manage
the exposure to market risk. At 31 December 2005, £23,000,000 (2004: £20,604,000) of drawn facility is at a floating interest
rate of LIBOR plus margin and is therefore subject to market risk through interest rate fluctuations. A 1% increase in

LIBOR would increase the interest charge, and reduce the Company profit before taxation, by £230,000 (2004: 206,000).
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7. Derivatives and financial instruments (continued|

Interest rate risk

The following table sets out the carrying amount, by maturity, of the Company’s financial instruments that are exposed to
interest rate risk:

Year ended 31 December 2005

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5years Total
Fixed rate £000 £000 £000 £000 £000 £000 £000
Interest rate swap agreement
hedging floating rate
secured bank loan - - - (572) - - (572)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - (20,000) - - (20,000)
Effective fixed portion of
secured loan at fixed rate - - - (20,572) - - (20,572)

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5years Total
Floating rate £000 £000 £000 £000 £000 £000 £000
Secured bank loan
at floating rate - - - (42,511) - - (42,511)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - 20,000 - - 20,000
Effective floating portion of
secured loan at floating rate - - - (22,511) - - (22,511)
Amounts due to
subsidiary undertakings (11,483) - - - - - (11,483)
Amounts due from
subsidiary undertakings - - - - - 85,698 85,698
Bank overdraft (10,043) - - - - - (10,043)

(21,526) - - (22,511) - 85,698 41,661
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7. Derivatives and financial instruments (continued)

Interest rate risk [continued)

Year ended 31 December 2004

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Fixed rate £000 £000 £000 £000 £000 £000 £000
Interest rate swap agreement
hedging floating rate
secured bank loan - - - - (545) - (545)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - - (20,000 - (20,000
Effective fixed portion of
secured loan at fixed rate - - - - (20,545) - (20,545)

More than

Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Floating rate £000 £000 £000 £000 £000 £000 £000
Secured bank loan at floating rate - - - (38,363) - - (38,363)
- portion of loan effectively
converted to fixed rate with
interest rate swap - - - 20,000 - - 20,000
Effective floating portion of
secured loan at floating rate - - - (18,363) - - (18,363
Amounts due to subsidiary
undertakings (10,173) - - - - - (10,173)
Amounts due from
subsidiary undertakings - - - - - 72,681 72,681
Bank overdraft (7,852) - - - - - (7,852)

(18,025) - - (18,363) - 72,681 36,293

Interest on amounts payable to, and due from, subsidiary undertakings repayable within 1 year is charged at LIBOR plus 1.5%
(2004: 1.5%), greater than five years are charged at LIBOR plus 2.5% (2004: 2.5%).

The Company borrows in UK sterling at floating rate and uses interest rate swap agreements to manage the exposure to
interest rate fluctuations. The interest rate swap is monitored to ensure its continued effectiveness.

At 31 December 2005 the Company had an interest rate swap against LIBOR of £20,000,000 at 5.525% (2004: £20,000,000

at 5.525%).
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7. Derivatives and financial instruments (continued)

Borrowing facilities

The Company has entered into a revolving credit facility with a syndicate of banks, which provides available facilities of
£50,000,000 (2004: £60,000,000). Additionally, the Company has an overdraft facility of £3,000,000 to support the future
operating activities of the business. All companies in the Group participate and their individual balances are offset within the
overall facility

The available but undrawn committed facilities at 31 December in respect of which all conditions had been met at that date
are as follows:

Year ended 31 December 2005

More than
Within 1 year 1-2 years 2-3 years 3-4years 4-5 years 5years Total
£000 £000 £000 £000 £000 £000 £000
Secured banking facility - - - 50,000 - - 50,000
Drawn bank loan - - - (43,000) - - (43,000)
Bank overdraft 3,000 - - - - - 3,000
Undrawn committed facilities 3,000 - - 7,000 - - 10,000
Year ended 31 December 2004
More than
Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
£000 £000 £000 £000 £000 £000 £000
Secured bank facility - - - - 60,000 - 60,000
Bank overdraft 3,000 - - - - - 3,000
Drawn bank loan (1,604) - - - (39,000 - (40,604)

Undrawn committed facilities 1,396 - - - 21,000 - 22,396
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7. Derivatives and financial instruments (continued]

Fair values of financial assets/liabilities

Set out below is a comparison by category of book values and fair values of all the Company’s financial assets and liabilities as
at 31 December:

Book value Fair value
2005 2004 2005 2004
£000 £000 £000 £000
Primary financial instruments:
Financial liabilities
Bank overdraft 10,043 7,852 10,043 7,852
Amounts due to subsidiary undertakings 11,483 10,173 11,483 10,173
Long term borrowings 42,511 38,363 42,511 38,363
Financial assets
Amounts owed by subsidiary undertakings 85,698 72,681 85,698 72,681
Derivative financial instruments held to
manage the interest rate profile:
Interest rate swaps - fair value of liability 572 545 572 545

The fair value of the interest rate swap contract is determined by reference to market values for similar instruments.
The fair values of all other items have been calculated by discounting the expected future cash flows at the weighted average
cost of debt.

8. Share capital
Authorised
2005 2004
£000 £000
Ordinary shares of 10p each 7,000 7,000
7,000 7,000
Allotted, called up and fully paid
2005 2005 2004 2004
Number £000 Number £000
Ordinary shares of 10p each 45,813,118 4,581 45,813,118 4,581

45,813,118 4,581 45,813,118 4,581
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8. Share capital (continued)
Company Share Option Plan (CSOP)

The Company has an approved Company Share Option Plan, under which recipients are provided with the potential to receive
options exercisable up to a value of £30,000, and an unapproved Company Share Option Plan provides for option grants in
excess of this threshold. 100% of the options issued will vest subject to performance criteria, being growth in earnings per
share of RPI plus 18% per annum over a three year period. 25% of the options issued will vest on achievement of Earnings per
Share of RPI plus 5% per annum. Options vest on a straight line basis between 25% and 100%. Options have been granted to
certain Directors and senior employees of the Company, at an exercise price equivalent to market value on the date of grant.
The contractual life of each option is ten years. The options are equity settled and there are no cash settlement alternatives.

The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements in, the Company

Share Option Plan during the year.

2005 2005 2004 2004

Number WAEP Number WAEP

Outstanding at the beginning of the year 721,176 203.5p - -
Granted during the year 40,136 143.5p 758,522 203.5p
Forfeited during the year - - (37,346) 203.5p
Qutstanding at the end of the year 761,312 200.4p 721,176 203.5p

The weighted average remaining contractual life for the share options outstanding as at 31 December 2005 is 8.4 years

(2004: 9.4 years).

The weighted average fair value of the options granted during the year was 44.7p (2004: 60.8p).

The range of exercise prices for options outstanding at the end of the year was 143.5p - 203.5p (2004: 203.5p).
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8. Share capital (continued)
Company Sharesave Scheme [SAYE)
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The Company has a Sharesave Scheme under which options to subscribe for the company’s shares have been granted to
employees wishing to participate in the scheme. Options have been granted at a discount of 20% to the market value on the
date of grant. The contractual lives of options are three and a half and five and a half years. The options are equity settled and

there are no cash settlement alternatives.

The following table illustrates the number and weighted average exercise prices (WAEP) of, and movements in, share options

during the year.

2005 2005 2004 2004

Number WAEP Number WAEP

Qutstanding at the beginning of the year 263,744 162.8p - -
Granted during the year - - 283,319 162.8p
Forfeited during the year (35,768) 162.8p (19,575) 162.8p
Qutstanding at the end of the year 227,976 162.8p 263,744 162.8p

The weighted average remaining contractual life for the share options outstanding as at 31 December 2005 is 2.9 years

(2004: 3.9 years).
The weighted average fair value of the options granted during the year was £nil (2004: 71.7p).

The exercise price for options outstanding at the end of the year was 162.8p (2004: 162.8p).

The fair value of equity-settled options granted is estimated as at the date of grant using a binomial model, taking into account
the terms and conditions upon which the options were granted. The following table lists the inputs to the model used for the

years ended 31 December 2005 and 31 December 2004.

CSOP CSOP SAYE

2005 2004 2004
Dividend yield (%) 1.90 1.30 1.30
Expected volatility (%) 33.00 27.00 27.00
Risk-free interest rate (%) 4.20 5.00 5.00
Expected life of option (years) 3.90 4.20 4.00
Weighted average share price (£ 143.5p 203.5p 162.8p

The expected life of the options is based on the Company’s best estimate and is not necessarily indicative of exercise patterns
that may occur. The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which

may also not necessarily be the actual outcome.

None of the shares are exercisable at the end of the year (2004: nil), as the performance criteria have not been met.
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9. Reconciliation of shareholders’ funds and movements on reserves

Capital Fair value of
Share redemption Merger cash flow Profit and
Share capital premium reserve reserve  hedge reserve loss account Total
£000 £000 £000 £000 £000 £000 £000

At 1 January 2004 -
as previously reported 238 807 - 348 - 1,324 2,717
Prior year adjustments
- FRS 20 adoption - - - - - (4,300 (4,300
- FRS 26 adoption - - - - (388) - (388)
At 1 January 2004 -
as restated 238 807 - 348 (388] (2,976) (1,971)
Profit for the year - - - - - 2,898 2,898
Other gains and losses for the year - - - - 7 - 7
New shares issued 2,778 47,222 - - - - 50,000
Options exercised 46 (16) - - - - 30
Warrants exercised 206 (192) - - - - 14
Bonus issue 1,448 (1,448) - - - _ _
Share repurchased (135) - 135 - - - -
Share issue costs - (3,104) - - - - (3,104)
At 31 December 2004 4,581 43,269 135 348 (381) (78) 47,874
Profit for the year - - - - - 6,081 6,081
Dividend paid - - - - - (1,237) (1,237)
Other gains and losses for the year - - - - (19) - (19)
Share issue costs - 200 - - - - 200
At 31 December 2005 4,581 43,469 135 348 (400) 4,766 52,899
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