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John Laing

POSITIONED AS THE UK'S LEADING LISTED
DEVELOPER OF PRIVATELY FINANCED PUBLIC
SECTOR INFRASTRUCTURE PROJECTS...

WE ARE DELIVERING NEW INVESTMENT
THROUGH A WIDE RANGE OF PUBLIC
PRIVATE PARTNERSHIPS...

GIVING PRIORITY TO HIGH QUALITY
AND DELIVERING ON OUR SERVICE
COMMITMENTS AND...

INNOVATING THROUGH NEW APPROACHES,
PROJECT STRUCTURES AND JOINT
VENFURES =

THE BENEFIT
OF TODAY:SI i
SHAREHOLDERS...: =



16

with GOVERNMENTS
& PUBLIC
AUTHORITIES...

we work in long-term
partnership with public sector
bodies who require modern
infrastructure to support their
public service objectives
locally and nationally. As the
private sector investment
partner of publicly accountable
bodies faced with changing
needs, we must deliver value
for money over the long-term.
As needs change and
services develop, flexible
structures and new ways of
working are required

20

with INVESTMENT
& SERVICE
PARTNERS...

complex projects involve
managing many risks in order
to ensure delivery of facilities
on time and within budget —
and good quality operation
over the longer term. Working
with high calibre partners we
can deliver the most complex
projects. John Laing has a
range of strong partners drawn
from among the best
construction groups and
service specialists as well as
investment partners to co-
finance the largest projects

Contents

24

for COMMUNITIES &
SERVICE USERS...

people have high expectations
of today’s public services and
fulfiling them requires not only
modernised facilities but state-
of-the-art customer and
Stakeholder relations; our role
is to create facilities that
support those delivering vital
services such as health,
education, policing and
defence; where we deliver
services direct — as on the
Chiltern line — exceeding our
customers’ expectations is

the aim

28

for
SHAREHOLDERS...

as a specialist in a growing
field, we are able to focus
on significant pipelines of
opportunity in the most
promising sectors; by
precise management of
implementation risks, we are
able to deliver on project
obligations and establish
Steady returns, which in turn
increases the value of the
project equity invested
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Financial Highlights

Financial Highlights

2004 2003

£ million £ million

Turnover 265.6 237.6
Profit before taxation 13.7 10.5
Net assets 370.2 261.4

> SIGNIFICANT PROFIT GROWTH WITH
£13.7 MILLION PROFIT BEFORE TAXATION
(2003 - 10.5 MILLION)

> £440 MILLION MINISTRY OF DEFENCE MAIN
BUILDING PROJECT COMPLETE AND IN
SERVICE EARLY

> PRACTICAL COMPLETION AND ON-TIME
HANDOVER ACHIEVED ON TIME FOR 17
PUBLIC SECTOR FACILITIES

> FIVE LIFT BUNDLED PRIMARY CARE
SCHEMES, TWO HOSPITALS AND ONE
COURTS PROJECT REACH FINANCIAL CLOSE

> NEW PREFERRED BIDDER POSITIONS TO
DELIVER £900 MILLION OF CAPITAL
INVESTMENT

> EQUION FACILITIES MANAGEMENT (‘EQUION
FM') DELIVERING SUPPORT SERVICES TO
31 SITES

2004 2003

£ million £ million

Turnover 57.3 37.3

Profit before taxation

- normal operations 6.9 6.6
- purchase and sale of 50% interest

in the M40 road project 6.4 -

Net assets 129.2 126.3

> CONSTRUCTION ON FIVE PROJECTS
PROGRESSED TO PLAN, WITH E39 NORWAY
TO OPEN IN MID-2005

> ENTERED INTO AN AGREEMENT TO
PURCHASE A 30% SHAREHOLDING IN
GDANSK TRANSPORT COMPANY RESULTING
IN PREFERRED BIDDER STATUS FOR THE
EURO 700 MILLION A1 ROAD PROJECT IN
POLAND

> BIDDING PROGRAMME FOR FURTHER
PROJECTS EXTENDED TO INCLUDE
NORWAY, FINLAND, HUNGARY, AUSTRIA,
GERMANY AND IRELAND

> PURCHASE AND SUBSEQUENT SALE OF
50% M40 ROAD PROJECT INTEREST FOR
£6.4 MILLION NET PROFIT

> SUCCESSFUL REFINANCING OF A130
SECURES PROJECT VALUE

> FINANCIAL CLOSE REACHED ON TWO
FURTHER INVESTMENTS



FINANCIAL HIGHLIGHTS

2004 2003
£ million £ million
Turnover (including joint ventures and associate)* 480.7 481.5
Profit before taxation* 25.1 21.2
Shareholders' funds 80.3 114.0
Net cash/(borrowings) - recourse 60.2 86.8
- non-recourse (373.0) (295.0)
Earnings per share 4.9p 31p
Dividends per share 3.3p 3.0p

* see sector analysis, note 1

Financial Highlights

2004 2003

£ million £ million

Turnover 109.0 96.6
Profit before taxation

- normal operations 9.5 8.8

- bid costs on new franchise (0.7) -

- sale of development land 29 0.2

- sale of Altram Manchester - 1.1

Net assets 45.1 443

REVENUE GROWTH ON CHILTERN 13%
(2003 - 9%)

91.8% OF CHILTERN TRAINS ON TIME
(2003 - 90.7%)

£100 MILLION + OF FRANCHISE
INVESTMENTS REACH CLOSE, INCLUDING A
NEW DEPOT AT WEMBLEY AND TWO NEW
PLATFORMS AT MARYLEBONE

LAING RAIL PROJECTS ACHIEVES
BREAKEVEN IN FIRST FULL YEAR

DISPOSAL OF INTEREST IN AYLESBURY
DEVELOPMENT SITE FOR £2.9 MILLION
NET PROFIT

EVERGREEN 2 REACHES FINANCIAL CLOSE,
PIONEERING DBFT ON UK RAIL

BUSINESS HIGHLIGHTS

INCREASED GROUP PROFIT BEFORE TAX
OF £25.1 MILLION (2003 - £21.2 MILLION)

>

43% UPLIFT IN PROFIT BEFORE TAX
FROM CORE OPERATIONS AFTER
SUPPORTING 31% INCREASE IN
BUSINESS DEVELOPMENT AND ASSET
MANAGEMENT COSTS

PORTFOLIO OF 42 LONG-TERM
CONCESSIONS AT 31 DECEMBER 2004
(2003 - 33) WITH 24 FULLY
OPERATIONAL

18% GROWTH IN PORTFOLIO VALUATION
TO £301.2 MILLION

69% OF VALUE EMBEDDED IN
CONCESSIONS WITH MORE THAN 20
YEARS TO RUN

AT 21 MARCH 2005 STRONG PIPELINE
WITH FUTURE EQUITY OPPORTUNITY
ESTIMATED AT £137 MILLION (2003 -
£98 MILLION)*

* equity required for 10 preferred bidder projects and 40% of equity required for
projects in competition at short-list stage.



“We remain committed... 10

OUR FOCUS ON
PUBLIC SERVICE
ACCOMMODATION,
ROADS AND RAIL HAS
PROVED TO BE A
SOUND BASIS FOR

*  Profit before tax from core investment businesses; excludes results of non-core
businesses; retained businesses £1.6 million (2003 — £0.3 million) and discontinued
businesses of £0.1 million (2003 — £4.5 million).

Last year, | was able to report a return to profitability for the
Group after a difficult period of restructuring. | was also able to
tell shareholders about the excellent progress made in our fast
growing business of infrastructure development, investment
and operations.

| am pleased to report that 2004 saw a continuation of
our strong performance and our focus on public service
accommodation, roads and rail has proved to be a sound
basis for significant growth.

During 2004 we were able to create new partnerships
and pursue innovative solutions against a background of
continuing Government commitment to investment in public
services, and increasing appreciation that infrastructure
investment is creating an asset class of significance for the
future. At the same time the growing international interest in
PFI/PPP is facilitating our entry into new markets.

Your Board remains committed to a strategy of
delivering sustainable project earnings together with
continuing growth in value of the infrastructure assets
developed and managed by the Group.

RESULTS

The Group profit before tax for the year ended December 2004
was £25.1 million, compared to £21.2 million in the prior year.

The profit before tax attributable to the core continuing
businesses increased by 43% to £23.4 million compared to
£16.4 million in the prior year.*

This result reflects underlying growth in the profitability
of the investments portfolio. It was achieved after allowing for
increases in business development and asset management
expenditure and costs relating to an expanded programme of
bidding.

DIVIDENDS

Shareholder returns from the Group’s principal infrastructure
development and operations businesses derive from capital as
well as earnings growth, and the John Laing dividend policy
now reflects this in accordance with our aim of establishing a
platform for future growth.

For the year ended 31 December 2004 the Board is
recommending a final dividend of 2.2 pence per Ordinary
Share (2003 - 2.0 pence), bringing the total for the year to 3.3



delivering value”

W W FORRESTER
GHAIRMAN

pence per Ordinary Share (2003 — 3.0 pence). Subject to
shareholder approval, the final dividend will be paid on 1 June
2005 to shareholders registered at the close of business on

DELIVERING
SUSTAINABLE PROJECT
At the year end, our portfolio included 42 project interests of which
24 are fully operational and a further seven partially operational.
Operational projects continue to perform well, with the EARN | NGS TOG ETH ER

risk management strategies embedded in our approach to

sourcing construction and ongoing service activities proving \/\/|TH CO NT”\IU”\'G

robust. The value of the portfolio remains heavily weighted

towards less risky projects with availability based payment

mechanisms. Our most significant exposure to volume risk GRO\/WH |N \/ALUE OF

relates to Chiltern Railways where, once again, both passenger

revenues and profits grew ahead of expectations during 2004. TH E | N FRASTR U GTU R E
A valuation exercise has been conducted in line with the

methodology which we have consistently applied since 2000

and the application of that methodology has been independently AS S E | S D E\/E |_O P E D

validated by Ernst & Young LLP. The results indicate a portfolio

valuation of £301.2 million, an 18% growth over the December AN D MANA( ;{ED BY
2003 valuation after intervening transactions are taken into
THE GROUP

ACQUISITIONS AND DISPOSALS

After several years in which Group restructuring saw a series of
major disposals matched by acquisition of two significant PFI
portfolios (from Hyder and Amey), 2004 was a year that focussed
primarily on organic growth of our key project interests.

As an existing shareholder in the successful M40 road
project, we acquired the remaining 50% interest from Carillion
in June 2004 for £19.7 million. Following management action
to optimise the project structure, we disposed of a 50%
interest in the project for £26.3 million to the Secondary
Market Infrastructure Fund in October 2004 resulting in a
£6.4 million profit after costs. This transaction was a further
demonstration of liquidity in a now competitive secondary
market for project investments.

During the first half, Laing Rail realised £2.9 million profit
from the disposal of its 50% interest in a development site
identified as a result of Chiltern Railway activity and assembled
for housing by the Transcend joint venture with Kier Property.




6 Chairman’s Statement continued...

OUR CHOSEN MARKETS
ARE INCREASINGLY
PROVIDING SCOPE FOR
FURTHER GROWTH AND
WE ARE WELL PLACED

TO TAKE ADVANTAGE

OF EMERGING

~ OPPORTUNITIES

JOINT VENTURES

More broadly, joint venture activity with our chosen partners in
key sectors progressed strongly during the year.

In June 2004 we announced a ground breaking co-
investment partnership with the Commonwealth Bank of
Australia (‘CBA’). The John Laing-CBA joint venture is
targeting project equity investment opportunities of up to £300
million in the UK Health and European Roads sectors over a
three to five year period. Bidding activity is jointly supported
and good progress has been made in the first half year with
four projects currently at the preferred bidder stage. John
Laing selected CBA as a partner after a highly competitive
process, which demonstrated strong international interest in
the UK infrastructure market. This joint venture gives us the
ability to pursue a broader range of large project investments
in alliance with a partner that has an enviable track record of
innovation and performance over the long-term.

ExcellCare, our 50:50 joint venture with HBOS, is active
in the market for primary care and other local health facilities
and reached financial close on five local LIFT (‘Local
Infrastructure Finance Trust’) schemes during the year.
Regenter, our 50:50 joint venture with UK Pacific Investment
Management Limited focussing on housing and regeneration
initiatives, became active during the year with two schemes at
preferred bidder stage.

Chiltern’s operational success and Laing Rail’s
infrastructure expertise are well suited to further opportunities
emerging in the UK rail sector following the Government’s Rail
Review and Network Rail’'s improving stewardship of the
underlying system. Laing Rail Projects, focussed on delivering
rail enhancements for third parties with the same efficiency
achieved elsewhere through PFI, produced a breakeven
performance in its first full year of trading. Together with chosen
partners we are currently evaluating further operations and
infrastructure opportunities in the UK market.

Strategic alliances are also central to John Laing’s
approach to the growing PPP market in Europe, outside the
UK. Our evaluation of these opportunities is based principally
on the strength of the relevant Government authority’s
commitment and covenant, the level of risk-adjusted returns
likely to be available and the strength of our chosen partners.
In this regard we were fortunate during 2004 to be developing
bids in Europe with Skanska, Vinci, Bilfinger Berger and other
high quality local partners.

RETAINED LIABILITIES

During 2004 considerable progress was made in finalising
residual obligations relating to construction activities undertaken
by former Laing Construction entities, closing out a number of
historical disputes in relation to projects such as the Cardiff
Millennium Stadium and the Second Severn River Crossing.
The one major outstanding legacy issue relating to Laing
Construction, concerns its conduct of construction management
activities at the Great Eastern Hotel during the period 1998 to



2000. As set out in a press release last month, these have been
the subject of litigation heard in the Construction Court,
defended at the direction of our insurers, and judgement in this
matter has been handed down since the balance sheet date
(see note 20). The Directors are satisfied that the remaining
construction liability provision is sufficient to cover this judgement
and all other unresolved construction issues. Provisions and
reserves relating to such issues reduced from £44.4 million at the
end of 2003 to £34.3 million at the current year end.

PENSION LIABILITIES

The Group retains responsibility for The John Laing Pension
Fund, which is closed to new entrants and has approximately 50
contributory active members, but some 9,500 deferred members
(now working elsewhere) and pensioners drawing pensions.

The Group adopted the FRS 17 accounting standard
relating to retirement benefits in 2003, ahead of its mandatory
implementation, which results in a net deficit of £135.0 million
(2008 - £93.7 million) being recognised in the balance sheet.
This number is highly sensitive to some critical assumptions,
and the increase in the net deficit over the last year results from
the combined impact of taking a more cautious view of future
inflation and the reduction in the AA corporate bond yield.

It is Group strategy to manage reduction of this deficit
over 20 years. This approach is well matched to the long run
nature of the robust cash flows generated by John Laing’s
project investment activity.

The Group has reached an agreement with the Trustees
under which an enhanced contribution of £6 million is to be
made in 2005 (2004 — £4 million).

FINANCING STRATEGY

PFI/PPP and related infrastructure investment is associated
with long lead times followed by long running predictable
returns. The Group’s funding requirements can therefore be
predicted well ahead of the final commitment to investment and
it is the Board’s strategy to ensure that the financial resources
are in place to meet actual and likely investment commitments.

In December 2004, the Group successfully refinanced its
main borrowing and letter of credit facilities on more favourable
terms. It now has access to £145 million of committed facilities,
£115 million of which extend to March 2010.

DIRECTORS & STAFF

As | foreshadowed at the half year, your Board was reinforced
with four new appointments becoming effective on 1 September
2004. Tim Matthews and Michael Medlicott joined the Board
as independent non-executive Directors and at the same time
Derek Potts and Richard Weston, the Managing Directors of
Laing Roads and Equion respectively, joined the Board as
executive Directors. The reconstituted Board team can now
draw on a wider range of skills and experience and evaluation
of performance to date suggests that Board composition is
now well aligned to the needs of an expanding John Laing.

Progressing value creation on behalf of shareholders is
crucially dependant on the skills and dedication of staff. 2004
saw a continuation of both the challenges and the
opportunities of recent years and, on behalf of the Board,
| would like to pay tribute to the enthusiasm and commitment
of the many staff contributing to improved performance across
the business. If John Laing has established a leading position
in a number of growing sectors, it is in no small measure due
to the determination to succeed and focus on quality
characterising the approach of so many staff.

PROSPECTS

The early months of 2005 have seen a continuation of
successful bidding, with new preferred bidder positions
including Leicester Hospital, together with pre-qualification
and short-listing for future opportunities. In each of our key
sectors the identified pipeline of future opportunities for asset
creation and related servicing requirements either remains
strong or is growing. After reaching financial close on 11
projects in 2004, we expect to close at least eight in 2005,
including major investments in the health sector.

Favourable Government policies in many OECD countries
are contributing to the continuing spread and growth of private
financing and delivery of major assets required as part of public
service provision, and within the UK better managed
procurement programmes of considerable value are emerging.
Government and audit authority concentration on value for
money issues is to be welcomed and assists companies such as
John Laing which are focussed on delivering sustainable long
running returns from quality outcomes.

Opportunities in the primary market are growing and
broader awareness of the investment dynamics relating to
infrastructure and service concessions has progressed. This is
partly due to the scale of PFI/PPP investments now committed
and delivered, and the growing number of operational
PFI/PPPs. Greater transparency on the part of market
participants and the development of a liquid secondary market
for PFI equity as well as debt have also assisted this process.

Our chosen markets are increasingly providing scope for
further growth and we are well placed to take advantage of
emerging opportunities. We approach these prospects
determined to maintain our leading position established in
recent years and to build further on our reputation for
innovation and delivery.

W W Forrester
Chairman
21 March 2005



Operating Review &

Chief Executive’'s Report
"A tfocussed developer... of substan

OUR CORE BUSINESS  OUR BUSINESS MODEL
S CREATING  asae utead e proveion ofpoic s, Tese cse

are privately financed and in general subject to long-term

SHAREHOLD ER \/AI—U E concessions, which have a public authority as the
counterparty.

Competitiveness in this market is determined by the

TH ROU G H |—|_S RO LE ability to offer the public sector value for money solutions and,

in the UK in particular, increased emphasis is being placed on
AS A FOCUSSED the credibility and track record of sponsors in delivering high
quality operating assets beyond the construction phase.
John Laing is unique among listed companies in that its
D E\/ELOPER OF PI:|/PP|D core business is creating shareholder value through its role as

a focussed developer of PFI/PPP projects and operations.
PROJ EGTS AN D Project delivery, from bidding to management of
operation stage concessions, is organised through three sector
focussed subsidiaries — Equion, Laing Roads and Laing Rail.
g )E E B é | |( >| §|,3 John Laing specialises in originating projects, integrating

all the financial and technical elements required for their
delivery and managing the investment phase and the
subsequent operational risks.

Within the contractual arrangements that underpin such
projects, John Laing does not bear construction risk, but
rather it works with a range of construction partners with
strong track records of delivery and the capacity to adequately
guarantee construction outcomes.

Although such projects are typically highly geared (with
debt to equity ratios of 9:1 in relation to availability fee based
accommodation projects), debt finance raised by special
purpose Project Companies is non-recourse to John Laing.

Projected returns from project investments are subject
to performance deductions if required service standards are
not met, but service related sub-contracts generally provide
for such deductions to be passed through to contracted
providers.

John Laing assumes such operational risks in limited
circumstances on some police, education and local authority
projects where Equion FM is the appointed sub-contractor.
Equion FM’s capacity and activity assists the Group to price
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GHIEF EXECUTIVE

service inputs more broadly and, by creating the option of
direct provision, contributes to risk mitigation across the
portfolio as a whole.

Similarly, the Group is selective in its exposure to volume
based payment mechanisms and concessions with a
significant degree of patronage risk. The principal case in point
during 2004 was our Chiltern Railways investment where both
passenger revenues and profitability once again developed
ahead of expectations.

The Group’s business model places emphasis on
rigorous targeting of the most appropriate opportunities and
selective partnering to assemble the most suitable response to
these opportunities. John Laing adopts active management of
projects and the relationships that underpin them in order to
both enhance the quality of its partnerships with the public
sector and the community, and to preserve and enhance
returns on its project investments.

OUR PROJECT INVESTMENTS

John Laing is a long-term developer, investor in and operator
of facilities and serviced assets and as such, will often take a
position of between 50% and 100% of total equity at financial
close. While the Group will not generally seek to fully exit from
significant operational investments, it may sell down a
proportion of its holding in a project once the crucial early
phases of risk management and delivery have been
successfully completed. However, non-core interests are
disposed of as the opportunity arises.

Thus 11 new projects reached financial close during
2004, and we disposed of our holding in Horizon Energy (this
now de-listed Australian entity previously owned a 25% share
of the Loy Yang A electricity generation project in Victoria).

Brisbane Air Rail Link, our final Australian asset
subsequent to the 2003 disposal of the Adelaide and Northern
Territory Airports, is also no longer enumerated within the
portfolio total of 42 projects. The Group ascribed no value to it
when it was acquired in 2001 and it has been held at nil book
value since then as a consequence of John Laing purchasing
the wider Hyder portfolio.



Operating Review & Chief Executive’s Report continued...

OUR PROJECT INVESTMENTS

At 31 December 2004, there were 42 investments in the portfolio. These are illustrated in the following chart:
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Since year end, the joint venture between Equion and UK Pacific
Investment Management Limited, Regenter, has reached
financial close on a £16.9 million urban regeneration project
known as Bentilee Hub, thus bringing the total to 43 projects.

> OF THE 43 PROJECTS, 24 ARE FULLY
OPERATIONAL AND 7 PARTIALLY
OPERATIONAL

> MOST SIGNIFICANTLY, CONSTRUCTION
COMPLETION WAS REACHED AT THE
MINISTRY OF DEFENCE MAIN BUILDING
AND THIS FACILITY BECAME FULLY
OPERATIONAL IN JULY 2004 AFTER MORE
THAN £440 MILLION OF REFURBISHMENT
AND UPGRADING OVER THE LAST FOUR
YEARS; RE-OCCUPATION WAS ACHIEVED
SMOOTHLY AND THE PROJECT HAS BEEN
VERY WELL RECEIVED BY THE USERS

> 10 OF THE 17 POLICE STATIONS IN THE
GREATER MANCHESTER POLICE
AUTHORITY SCHEME ARE NOW
OPERATIONAL WITH OTHERS UNDER
CONSTRUCTION

There was no instance during 2004 in which performance
deductions impacted on projected cash flows to equity in any
of our availability based projects, and the roads projects (with
volume related payment mechanisms including real tolls)
performed well. In particular the Laing Roads result was
underpinned by the strong financial performance of the
Second Severn River Crossing and the M40 road project.
Traffic volumes on the A130, which were below expectations
after its opening in February 2002, have run marginally ahead
of the revised projections which supported the successful
refinancing of the project in January 2004.

John Laing’s activities in the Ultilities sector comprise
two investments, a 19.5% stake in the London Underground
Connect project and a 50% stake in the Kinnegar waste water
treatment plant in Northern Ireland. Rephasing of profit
recognition on the Connect project, due to late delivery of
enabling works, resulted in a £1.1 million loss in the first half of
2004. This was not repeated in the second half of the year but
there is a dispute between the Project Company and the client
over responsibility for the delays.

VALUE BY CONCESSION LIFE REMAINING

3% 6%
16%
28%

74%
65%

B Jess than 10 years
. 70 to 20 years
20 to 30 years

' 4% 4% BN Greater than 30 years

11

Dec 04 Dec 03
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Operating Review & Chief Executive’s Report continued...

DEVELOPING OUR ORGANISATION

The Group’s Portfolio Management capacity was strengthened during 2004. This team supports the investment evaluation and
approval process, secondary market acquisitions and disposals, and the portfolio valuation process. In addition it conducts annual
in-depth asset reviews on behalf of the Investment Committee and assists subsidiary businesses on key transactions including
assisting the financial close process on complex projects.

During 2004 Equion FM’s management capacity was also strengthened as 19 further sites that were previously under
construction became operational. Equion FM was providing services at a total of 31 sites by year end, half of these being police
stations in Manchester and London. A similar number of sites are scheduled to become operational during 2005, including a housing
and regeneration project and educational, local health and additional police facilities. Equion FM has the strategic management
capacity to intervene if service sub-contractor performance falls below the standards required under concession agreement with
public authorities.

Within Laing Rail additional project management capacity has supported delivery of investment projects forming part of Chiltern’s
franchise commitments and the work of Laing Rail Projects in developing and delivering enhancements for third party clients.

> THE GROUP'S CORE HUMAN RESOURCES
CAPACITY WAS ALSO ENHANCED DURING
2004, WITH THE FORMATION AND
STAFFING OF A NEW TEAM THAT IS BETTER
ALIGNED TO SUPPORTING THE OPERATING
BUSINESSES AND IN FURTHERING TRAINING
AND DEVELOPMENT THROUGHOUT THE
GROUP (SEE PAGE 45 FOR FURTHER
DETAIL)

> SUCCESSFUL PROJECT FINANCING AND
PARTNERSHIP WORKING WITH OUR
CLIENTS REQUIRES A UNIQUE BLEND OF
COMMERCIAL SKILLS AND TECHNICAL
DISCIPLINES MATCHED BY KNOWLEDGE OF
A DIVERSE RANGE OF PUBLIC SERVICES
AND THE CAPACITY TO WORK WITH A
DIVERSITY OF SUPPLIERS, PARTNERS AND

COMMUNITIES. THE ABILITY OF JOHN
LAING TO DELIVER ON ITS STRATEGY IS
THEREFORE DEPENDENT ON ATTRACTING,
DEVELOPING AND RETAINING A DIVERSITY
OF HIGHLY SKILLED, EXPERIENCED AND
TALENTED PEOPLE WHO SHARE SIMILAR
VALUES AND A COMMITMENT TO DELIVER

THE GROUP CURRENTLY EMPLOYS
APPROXIMATELY 1,130 PEOPLE; 170 OF
THESE ARE DEPLOYED IN RELATION

TO THE ACCOMMODATION AND ROADS
PROJECT INVESTMENTS BUSINESS, AND
IN RELATION TO CORE GROUP FUNCTIONS;
750 ARE EMPLOYED IN LAING RAIL

(730 OF WHOM ARE IN CHILTERN); AND
210 ARE EMPLOYED IN EQUION FM

2004 saw continued progress in the development of the Group’s quality and environmental management systems and in refining
internal controls and risk management processes throughout the Group. Equion was successful in maintaining its ISO 9001
registration for its quality management system and ISO 14001 for its environmental management system.



MARKET DEVELOPMENTS
IN 2004

John Laing’s business is developing against a background of
strong demand for PFI/PPP investment in the UK and growing
demand in Europe. There is also growing interest in the private
financing and delivery of projects to meet government and
public authority infrastructure needs in other OECD nations —
including the United States — and developing nations, although
John Laing’s activity is currently focussed on the UK and Europe.
Within the UK the outcome of the 2004 Comprehensive
Spending Review, as it impacts on PFI/PPP, was broadly
consistent with the policy established by the Treasury in the
publication “PFl: Meeting the Investment Challenge” (July
2003). Departmental spending estimates, especially in sectors
such as health and education, are consistent with the
expectation that between 10% and 15% of public sector net
investment is likely to be procured through PFI/PPP
mechanisms. Continuation of demand in the acute hospital,
primary care facilities and schools sector (expanding in
England and Wales through Building Schools for the Future
and in Scotland through extended Scottish Executive activity)
is being matched by increased activity in local regeneration
and housing schemes and the waste sector. John Laing’s
sector strategy remains well matched to UK Government
demand and the better managed, more clearly defined
pipelines of opportunity that have emerged in recent years.
The over-arching focus of Government policy is the
pursuit of better value for money and, to this end, 2004 saw a
series of policy refinements, including the issue of new
guidance to the public sector on evaluating value for money as
part of the procurement process. The Group responded to
early drafts of this guidance and remains in dialogue with
relevant Government entities that impact on PFI/PPP policy,
including the National Audit Office, believing that a focus on
outcomes that are sustainable for both the public and the
private sectors is essential. As more and more PFI/PPP
projects become operational, it is inevitable that there will be
continuing scrutiny of the quality of the outcomes being
achieved and debate on these is welcomed, as is continuing
Government refinement of the procurement process.

Laing Rail responded to each stage of the Rail Review
announced by the Secretary of State for Transport in January
2004. The conclusions, published in July 2004, rationalise the
regulatory superstructure of the industry and clarify the
respective roles of Network Rail and train operators such as
Chiltern. These changes are being implemented as a prelude
to the re-letting and rationalisation of significant franchises
during 2005 and 2006.

In parallel with the Rail Review, the Government
published a number of policy documents including a White
Paper on Transport and a Feasibility Study on Road Pricing
which, while looking to the long-term, could have a significant
impact in providing the basis for accelerated investment in
both the road system and other modes such as rail and light rail.

2004 also saw the continued development of a
secondary market for project equity with a number of funds
becoming active or conducting further fundraisings in order to
finance purchases of project interests from developers and
contractors. To date, transactions involving operational
projects have predominated with the discount rate applied to
projected future equity cash flows from projects decreasing to
below 10%. Reported fundraisings suggest that institutional
interest in these types of assets, including that from pension
funds, is growing as is international interest in acquiring UK
PFI/PPP, utility and infrastructure assets.

The number of primary market opportunities in Europe
continues to increase. At sector level, roads and related
infrastructure predominates but social infrastructure projects
such as schools, hospitals and prison projects are also now
being put to market by an increasing number of EU
governments including those of Germany, France, Portugal,
Spain and ltaly.

13



14 Operating Review & Chief Executive’s Report continued...

EQU'ON IS JOHN LAING'S SPECIALIST PROVIDER
OF ACCOMMODATION PROJECTS, INVESTING IN MODERN

FACILITIES THAT SUPPORT A WIDE RANGE OF UK PUBLIC
SERVICES.

EQUION INVESTS TO MEET THE NEEDS OF LOCAL
EDUCATION AUTHORITIES, PRIMARY CARE TRUSTS, POLICE
AUTHORITIES, THE DEFENCE FORCES, LOCAL AUTHORITIES,

SOCIAL HOUSING PROVIDERS AND ACUTE HOSPITAL TRUSTS.

OVER FIVE YEARS, EQUION HAS BECOME WELL KNOWN
ACROSS THE PUBLIC SECTOR AND IS ASSOCIATED WITH A
HIGH QUALITY OF DELIVERY.

EQUION WILL TAKE THE LEAD ROLE IN DEVELOPING
NEW PROJECTS WITH OTHER JOINT VENTURES. EQUION
WILL TAKE UP TO 100% OF THE EQUITY INVESTMENT IN
A PROJECT.

LAING ROADS is AN ACTIVE INVESTOR IN ROAD
RELATED CONCESSIONS BOTH IN THE UK AND IN AN
INCREASING NUMBER OF MARKETS ACROSS EUROPE.
THE DIVISION MANAGES A PORTFOLIO OF 11 ROAD
CONCESSIONS, NINE IN THE UK AND TWO IN THE NORDIC
REGION. IN ADDITION, LAING ROADS MANAGES TWO
UTILITY CONCESSIONS IN THE UK.

LAING ROADS INVESTS IN MAJOR NEW HIGHWAYS,
ROAD IMPROVEMENTS, BRIDGES, AND LOCAL
IMPROVEMENT AND MAINTENANCE SCHEMES INCLUDING
STREET LIGHTING. THE CONCESSIONS HAVE A VARIETY OF
PAYMENT MECHANISMS, RANGING FROM REAL TOLLS AND
SHADOW TOLLS TO AVAILABILITY AND PERFORMANCE
BASED REVENUES.

LAING ROADS DELIVERS INVESTMENT REQUIRED BY
NATIONAL AGENCIES AND LOCAL AUTHORITIES AND LAING
ROADS MANAGES THE ASSOCIATED PROJECT COMPANIES,
ENSURING ONGOING MAINTENANCE AND SERVICING OF
CAPITAL INVESTMENTS AS THEY BECOME OPERATIONAL.

Some Equion Projects
> Ministry of Defence Main Building
> Norfolk & Norwich Hospital
o > Glasgow Schools
w > Greater Manchester Police Stations

E > Sandwell LIFT primary care facilities

Some Laing Roads Projects
> E39, Norway

> Second Severn River Crossing

> Manchester Street Lighting

> Nelostie Highway, Finland

> Sirhowy Way
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LAING RAIL s BUILDING ON THE EXPERIENCE OF DELIVERING
CHILTERN RAIL'S INDUSTRY LEADING PERFORMANCE.

LAING RAIL IS UNIQUE AMONG UK TRAIN OPERATING COMPANIES IN
COMBINING TRAIN OPERATOR EXPERIENCE WITH IN-HOUSE PROJECT
FINANCING AND INFRASTRUCTURE ENHANCEMENT CAPACITY.

LAING RAIL AND CHILTERN WORK IN POSITIVE PARTNERSHIP WITH
NETWORK RAIL AND ALL THE KEY PLAYERS THAT MAKE UP THE CHANGING
STRUCTURE OF UK RAIL.

IN JOINT VENTURE WITH CHOSEN PARTNERS, LAING RAIL WILL BID FOR
FURTHER UK RAIL FRANCHISES WHERE CHILTERN'S EXPERIENCE - OF
PROFITABLE GROWTH, HIGH CUSTOMER SATISFACTION, AND IMPROVED
SERVICES - CAN BE REPLICATED.

Some Laing Rail Projects
> Chiltern Railways Clubman services
> New capacity at London Marylebone
> Warwick Parkway station

> Docklands Light Rail CGL extension

Wembley Depot

Public Sectors
Fartners
Communities

Shareholders
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Responding to opportunities...
by establishing strong partnerships

(Governments &

AROUND THE WORLD, PRIVATE SECTOR FINANCE
IS RESPONDING TO THE NEEDS OF NATIONAL
GOVERNMENTS AND PU