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Forest Support Services plc
CHAIRMAN’S STATEMENT
31 March 2008

The Group achieved a profit of £131,788 before goodwill charges and taxation on a turnover of £6,811,353.
The performance of individual businesses varied widely, continuing the trend seen at the interim stage.

At Bristol and Newport, the Forest Traffic Signals business has performed strongly. In these regions revenue has
been firmly underpinned by long term framework contracts, which have improved the quality of the earnings
stream, giving better visibility and improving utilisation of resources. Forest Access and Security has made a
small positive contribution to the performance of the Newport depot.

The Forest Traffic Signals depot at Winchester has contributed to earnings for the first time, despite incurring
start-up costs for the new satellite depot on the Isle of Wight, The performance of the Winchester depot can be
attributed to the broadened customer base and improved tender success rate.

Forest Traffic Signals has significantly exceeded expectations in this period and continued the strong
performance seen in the first half. All depots recorded growth in revenue and earnings.

Forest Highways performed poorly throughout the period and incurred losses. Revenue fell compared to the
previous year with workflow also being erratic, exacerbating the problem of matching resources to demand. In
March the decision was made to merge Forest Highways business with Forest Traffic Signals. This has lead to
cost savings and a redeployment of personnel and resources to meet the needs of the growing Forest Traffic
Signals business at Bristol. All costs of restructuring have been borne in the year being reported.

Following this restructuring, the Board decided to write off the investment held in Forest Highways Ltd of
£584,722 and the associated goodwill arising on consolidation of £497,492. This write off has been made
following an impairment review made in accordance with International Financial Reporting Standards under
which these financial statements are prepared. The effect of the write off of the investment has been to deplete
the distributable reserves in Forest Support Services plc, the holding company. To supplement these reserves
and enable payment of the dividend proposed below, on 29 August 2008, a dividend of £500,000 was paid by
Forest Traffic Signals Ltd to the holding company.

Results

The Group has recorded a profit of £131,788 (2007: £279,581) for the period, before goodwill charges of
£497,492 (2007: £nil) and taxation. After goodwill charges the Group records a loss of £365,704 (2007: profit of
£279,581. The loss, on the weighted average number of shares in issue during the year, was (2.17p) per share.

Turnover for the period increased by 9% to £6,811,353 (2007: £6,233,853). The Group held cash at the period
end of £546,037 (2007: £319,230).

Dividend

On 29" August, Forest Traffic Signals paid a dividend of £500,000 to Forest Support Services plc in order to
provide sufficient distributable reserves to enable the payment of the proposed dividend.

Your Board is recommending a cash dividend of 0.38p per share (2007: 0.36p). The dividend will be paid on the
12" December 2008 to shareholders on the register at close of business on the 21% November 2008. The shares
are expected to go ex dividend on the 19" November 2008.

Current Trading and Future Prospects

Demand for the services provided by the Group, derives primarily from expenditure by Local and Central
Government and Utility Companies on maintenance of roads and utility services within roads. Traditionally,
demand for these services is robust during all stages of the business cycle. Historically about 2% of revenues
arise from expenditure on road schemes associated with housing or retail developments.



Forest Support Services plc
CHAIRMAN’S STATEMENT
31 March 2008

This year will see the Group focus on developing its existing businesses, with a particular focus being the newly
expanded depot at Bristol. This strategy builds on regional strengths.

Overall trading during the initial period of the new financial year has been strong and ahead of expectations.
Conclusion
The Board continues to believe that organic growth is the best method of delivering shareholder value.

Broadening the revenue increases the resilience of the business, while taking best advantage of the Group’s
regional strengths.

I tha ; oyees and my boardroom colleagues for their continued efforts and hard work.
AN
\
IP Matr;;
Non-executive Director

Date: 24 September 2008



Forest Support Services plc
DIRECTORS’ REPORT
31 March 2008

The directors present their report and the audited financial statements for the year ended 31 March 2008.
Principal activity

The principal activity of the Group is the provision of traffic management services.

Review of the business and future developments

A review of the business and future developments is given in the Chairman’s statement on pages 3 and 4. The
Directors aim to reduce the impact of any risks to the Group at all times, There are a number of uncontrollable
risks which face the Group and the Directors have worked throughout the year to limit these risks by widening
the customer base, developing sound contacts with all customers, and managing the traditional weaker summer
workload.

The performance of the Group is monitored against the number of tenders won, the value of these contracts and
the results from managing the weaker months. The Directors manage the overheads tightly and the
improvements of utilisation of labour and vehicles have contributed to the process of strengthening and
repositioning of the business during the year.

The Group profit for the year after taxation was £91,996 (2007: £367,750) before an exceptional impairment
charge against goodwill of £497,492 (2007: £Nil). The Directors recommend the payment of a final dividend of
£71,086 (2007: £67,345). In order to ensure the Company has sufficient distributable reserves to make this
distribution, a dividend of £500,000 was paid by Forest Traffic Signals Limited on 29 August 2008. The
proposed dividend is not included as a liability in these financial statements in accordance with IFRS and UK
GAAP.

Demand for the services provided by the Group derives from spending by Local Government, Central
Government, Utility Companies and Property Development Companies on infrastructure, particularly the repair,
maintenance and improvement of roads.

During this period the Group has continued to pursue a strategy of organic growth, re-positioning the business
with a focus on high-value, long-term, framework contracts.

2004 - 2005 2005-2006 | 2006-2007 | 2007 -2008
Revenuc £3,080307 | £4,758284 | £6,233853 | £6.811353
Annual revenue growth 20.7% 19.5% 31.0% 9.3%
Average monthly spend per contract £758 £996 £1,324 £1,261

The table above, illustrates the growth in revenue achieved in recent years and the increase in the average
monthly value of each contract undertaken.

Financial risk management

The Group utilises both fixed and floating rate medium term borrowings to manage liquidity risk. Cash flows
are managed centrally and surplus cash is invested in short term financial instruments. Exposure to interest rate
risk is monitored and informs the selection of either fixed or floating rate borrowings.

The Group does not actively engage in the trading of financial instruments and has no financial derivatives,
Liquidity risk

The Group manages its cash and borrowing requirements centrally to maximise interest income and minimise

interest expense, whilst ensuring that the Group has sufficient liquid resources to meet the operating needs of the
business and the requirements for expansion.



Forest Support Services plc
DIRECTORS’ REPORT
31 March 2008

Price risk

The Group is exposed to the risk that input and output prices may fluctuate. Prices charged to key customers are
generally agreed for fixed periods, typically of one year. Key purchases are controlled centrally, with suppliers
agreeing prices that are fixed for agreed periods, again with a typical period of one year. Significant spot
tenders are reviewed prior to submission with tender prices remaining open for a period of up to six months and
suppliers are asked to provide tender-specific quotations which will remain open for a matching period.

Directors

The following Directors have held office since 1 April 2007:
C C Powell

I P Martin

A R Williams

K J Allen

Substantial shareholdings

At 29th July 2008 netification had been received of the following interests, which exceed a 3% interest in the
issued equity share capital of the Company.

% of issued share capital

Name of holder ‘ Number Ordinary 5p shares
C C Powell 1,772,400 9%
I P Martin 700,000 4%
O L J D Marriott 1,000,000 5%

Statement of directors’ responsibilities

The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the Group financial statements in accordance with International Financial
Reporting Standards (“IFRS”) as adopted by the European Union. The financial statements are required by law
to give a true and fair view of the state of affairs of the Group at the end of the year and of the profit or loss of
the Group for the year then ended. In preparing these 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;
o  State that the financial statements comply with IFRS adopted by the EU;

s Prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Group will continue in business, in which case there should be supporting assumptions or
qualifications as necessary.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the Group and to enable them to ensure that the financial statements comply
with the Companies Act 1985 and as regards the Group financial statements, Article 4 of the IAS Regulation.
They are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.



Forest Support Services plc
DIRECTORS® REPORT
31 March 2008

Statement of directors’ responsibilities (continued)

Financial Statements are published on the Group’s website in accordance with the AIM Rules for Companies.
The directors are responsible for the maintenance and integrity of any corporate and financial information
included on the Company’s website. The directors’ responsibility also extends to the ongoing integrity of
financial statements contained therein. Legislation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company’s website. Legislation in the United Kingdom governing the preparation and
documentation of accounts may differ from legislation in other jurisdictions.

Statement as to disclosure of information to auditors

The directors who were in office on the date of approval of these accounts have confirmed, as far as they are
aware, that there is no relevant audit information of which the auditors are unaware. Each of the directors have
confirmed that they have taken all of the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the auditors are aware of that
information.

This information is given and should be interpreted in accordance with the provisioné of S234ZA of the
Companies Act 1985.

Creditor payment policy

Terms and conditions are agreed with suppliers individually and the Group pays its suppliers in accordance with
these terms, provided the suppliers meet the agreed conditions. At the balance sheet date, trade creditors
represented 76 days (2007: 89 days) of purchases during the year.

Auditors

In accordance with Section 385 of the Companies Act 1985, a resolution proposing that Hazlewoods LLP be re-
appointed will be put to the Annual General Meeting,

A

A R Williams
Date: 24 September 2008

Registered office:
Forest House

Broad Quay Road
Felnex Industrial Estate
Newport

Gwent

NP19 4PN



Forest Support Services plc
DIRECTORS’ REMUNERATION REPORT
31 March 2008

The terms of reference of the Remuneration Committee are that it makes recommendations to the Board on the
framework of executive remuneration and its cost. It determines, without reference to the Board, the pay and
benefits of the executive Directors in the light of the recommendations of the Managing Director (other than in
relation to himself).

The Committee comprises C C Powell and I P Martin. The overall policy of the committee is to provide pay
and benefits to executive Directors that are appropriate to retain and motivate them to meet the objective set by
the Board to achieve superior performance. Both short-term rewards (base salary, annual bonuses and fringe
benefits) and longer term benefits (share options) reflect the responsibilities and performance of individual
executives.

Directors’ emoluments (Audited)
Emoluments paid to each Director are as follows:-
Fees for services Salary Bonus Pension Benefits Total

£7000s £°000s £°000s £°000s £°000s £7000s
Year ended 31 March 2008

K J Allen - 30 - - - 30
I P Martin 17 - - - - 17
C C Powell 20 - - - - 20
A R Williams - 80 - 4 12 96
37 110 - 4 12 163
Year ended 31 March 2007
K J Allen 14 3 - - - 17
1 P Martin 17 - - - - 17
K Y Matthews (resigned
14/02/07) - 47 - - 8 55
C CPowell 20 - - - - 20
A R Williams - 66 31 3 12 112
51 116 31 3 20 221

The service contract of A R Williams is terminable on 12 months’ notice by the Company. Those of I P Martin
and K J Allen are terminable by 6 months’ notice. The Company has a contract for services with C C Powell
terminable by 12 months’ notice.

Directors’ share options

Details of Directors’ share options are shown below:-

Granted in

Exercise price Number at year Number at

(pence) 1 April 2007 (number 31 March 2008

K J Allen 10p 800,000 - 800,000
1P Martin 10p 975,000 - 975,000
C C Powell 10p 575,000 - 575,000
AR Williams 13p 500,000 - 500,000
AR Williams 10p 500,000 - 500,000

For further information please see note 18 on page 25.

No options were exercised in the year.
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DIRECTORS’ REMUNERATION REPORT
31 March 2008

Directors’ share options (continued)

The market price of the Company’s ordinary shares ranged from a high of 10.75p to a low of 5.25p of during the

year and was 6p at the year end. From 31 March 2008 to the date of this report, no options have been exercised,
lapsed, o1 lled.

/

v —

I P Marti
Non-executive Director

Date: 24 September 2008



