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Over 150 years John Laing plc has
expanded into an international organisation
recognised in the fields of construction,
engineering, housebuilding and as 
a developer and investor in property 
and infrastructure.

Laing works with clients in dif ferent ways
including partnerships and Private Finance
Initiative (PFI) employing expertise in 
technologically innovative ways.

Easiform Housing

By developing and patenting 
a new method of concrete
housebuilding, Laing met the
need of local authorities for
large numbers of desirable and
economical houses – built to
standard designs. Thousands
were built by this method over
the following 30 years.

1924

Caldew House

Constructed by James Laing in
1848, the year in which he took
over his father’s stonemasonry
and building business, Caldew
House marks the first milestone
in the history of the business.

1848

150 years
Here is a selection of significant Laing
contracts over the years.
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Chairman’s statement

Although 1998 did not meet the

Board’s expectations, this was entirely

due to the Millennium Stadium project

in Cardiff and the consequent

acceleration of the reorganisation in

our Construction activities. Profit

before taxation was £20.1 million in

comparison with the £32.2 million

achieved in the previous year. The

Board is, as indicated in October,

recommending a maintained final

dividend of 7.0 pence (1997 – 7.0 pence)

making a total of 10.75 pence 

(1997 – 10.5 pence) for the year.

This disappointing result includes 

a provision of £26.1 million on the

Millennium Stadium due to costs

exceeding the guaranteed maximum

price quoted to the client. There is still

much work to be done but we believe

that the provision is sufficient to complete

the contract. Elsewhere in the UK, the

recovery in the profitability of our 

Building and Management businesses

continued satisfactorily.

A comprehensive programme of

reorganisation is being accelerated within

our Construction activities, for which a

charge of £5.1 million is included in the

results, and which involves new

management appointments. The

Construction business has been set

targets to increase the level of partnering,

negotiated and fee work. Turnover may

decline – but profitability is expected to

recover. In addition, further improvements

have been made, and will continue to be

made, to the control processes relating to

contract tenders and execution, and in

the quality of project management.

The housing activities in the UK and the

US have increased their contribution to

Group profits. Their combined profit of

£31.5 million represents an increase of

44% over the previous year, and comes

from growth in turnover and margins. 

The strategy, in recent years, to widen 

the product range in the UK has been

successfully implemented and we are

now firmly established in all sectors 

of the market. During the year we

acquired 20% of the share capital of

Octagon – a niche housebuilder in the

south-east, specialising in the upper

market sector, which has performed in

line with our expectations.

The merger of our US housebuilding

business with that of Watt Residential

was successfully concluded during the

year. The refinancing of the new joint

company enabled the repatriation of

£53.0 million of Group funds, the effect 

of which clearly shows in the closing 

cash position of the Group. We now 

have housing operations in nine centres

across the US giving both a geographical

and a product spread. Strong mutual

interest has enabled the smooth

integration of activities and the effective

control of the business by a new board 

of directors. The results have benefited

from the buoyant market on the West

Coast and there are good prospects 

of further improvement in profitability

during the current year. The flotation of

the joint company, by means of an Initial

Public Offering, is still the preferred

strategic option.

Property produced an excellent result 

in 1998 – with a profit of £6.1 million. In

addition to the sale of land at Ashford,

reported in my statement for the first half

year, the results for the year benefited

from the sale of the 183,000 square feet

“Thistle” shopping centre in Stirling. 

With improving tenant and investment

demand, several prime sites have been

added to our portfolio in the year. 

‘Laing approaches the new millennium confidently.’

Barbican Centre

Maintaining its reputation 
as a constructor of quality 
arts facilities, Laing built the
Barbican arts centre, theatre
and 2,500 - seat concert hall
complex – opened by 
HM The Queen.

1976

Coventry Cathedral

This landmark project in 
the history of the Company
upheld its reputation for high
standards of workmanship. 
The new cathedral, which
incorporated the ruins of 
the previous structure, was
consecrated in 1962.

1962

M1 Motorway

Laing was awarded all four 
sections of Britain’s first
motorway, which stretched 
53 miles between Luton and
Rugby. The contract, the
largest of its kind ever let to a
UK company, was completed 
in 19 months.

1959
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A forward sale has been secured at

Heathrow Approach, an 80,000 square

feet office development on the M4, and

construction is now in progress. This

development is expected to contribute 

to the year 2000 results.

The Group has a leading position in 

Private Finance Initiative (PFI) contracts

and the award of a further four major

contracts during the year has enhanced

this – the Norfolk and Norwich Hospital,

the National Physical Laboratory at

Teddington, the Joint Services Command

and Staff College at Shrivenham and 

the A55 Highway. An agreement was

formalised with Hyder plc during the 

year and resulted in the launch of one 

of the first companies entirely dedicated

to the PFI business. Laing Hyder plc 

is involved in the development,

construction, investment in, and facilities

management of, PFI opportunities. 

This company will benefit from our

construction expertise and from Hyder’s

experience of facilities management.

In Asia Pacific, our investment company

is a leading shareholder in the consortium

that was appointed, by the Australian

Government, to operate Adelaide and

Parafield airports in South Australia for 

a period of 50 years – and good progress

is being made in securing regulatory

approval to build a new multi-user

integrated terminal in Adelaide airport.

This will provide much needed

improvements to the facilities at this

airport. The value of our investment in

YTL Power, which is listed on the Stock

Market in Kuala Lumpur, Malaysia, has

been volatile during the past year – but,

with a strong recovery in the Malaysian

Stock Market, the investment is now

showing a surplus above book value.

The investment in the Loy Yang A power

station continues to perform satisfactorily.

The investment team in Hong Kong has

been strengthened to ensure that the

opportunities that arise in the Asia Pacific

area are targeted and followed.

The world wide web provides the

potential for improved communications

with shareholders. The John Laing site 

at www.laing.com can now be accessed

for Company information – including 

our annual reports, Stock Exchange

announcements, press releases and 

other background information.

I wish to express my sincere appreciation

to all our employees for their contribution

and hard work – and to our shareholders,

business partners and clients for their

support in what has been a 

challenging time.

The outlook for 1999 is favourable for the

Group. Construction is being restored to

profitability, Homes and Property should

continue to achieve worthwhile results, 

and the investment income arising from

infrastructure projects at home and abroad

will continue to grow. Laing approaches

the future confidently.

Sir Martin Laing CBE

Chairman

18 March 1999

Sir Martin Laing CBE
Chairman, John Laing plc

Millennium Dome

In joint venture, Laing is
managing the construction 
of the Millennium Dome, which
will be the venue for the
Millennium Experience – 
focal point for the new
millennium celebrations.

1999

Hong Kong Convention 
and Exhibition Centre

As project manager, Laing met
the key date for completing 
the Hong Kong Convention and
Exhibition Centre which was
purpose-built for the handover
of Hong Kong to the People’s
Republic of China.

1997

Second Severn Crossing 

This cable-stayed bridge,
completed by Laing in joint
venture, spans a distance of
5km across water with one 
of the highest tidal changes 
in the world.

1996
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Board of Directors
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Sir Martin Laing

CBE, MA, FRICS, FICE (57)

Chairman, John Laing plc, 1985

Member of the Group Executive

Chairman, British Overseas Trade Board

President, Construction Confederation

Chairman, Construction Industry 
Employers Council

Representative of Construction Confederation –
Confederation of British Industry

Member of the Board, Business in 
the Community

Member, World Business Council for
Sustainable Development

Chairman of Nominations Committee

Joined Laing, 1966

Robert Wood LLB (56)

Deputy Chairman, John Laing plc, 1993

Member of the Group Executive

Director, John Laing plc, 1981

Director, Severn River Crossing Plc, 1990

Director, Europistas Concesionaria 
Española SA, 1983

Member of Nominations Committee

Joined Laing, 1971

James Armstrong FCCA (59)

Director, John Laing plc, 1990

Director, John Laing Property 
Developments, 1990

Director, Severn River Crossing Plc, 1995

Director, UK Highways plc, 1995

Director, Octagon Healthcare Limited, 1998

Chairman, Laing Construction plc, 1998

Joined Laing, 1990

Stephen Lidgate FCIM (53)

Director, John Laing plc, 1995

Chief Executive, Laing Homes plc, 1992

Chairman, Laing Holdings Inc, 1995

Joined Laing, 1992

Derrick Ardern FRICS (53)

Director, John Laing plc, 1998

Chairman, John Laing Property Limited, 1993

Joined Laing, 1993

Denis Madden FIPD (58)

Director, John Laing plc, 1994

Group Personnel Director, 1989

Chairman, John Laing Pension Fund, 1992

Director, John Laing Services, 1989

Joined Laing, 1970

Brian Chilver FCA, FCMA (65)

Senior non-executive Director 

Director, John Laing plc, 1988

Chairman, Forward Technology 
Industries plc, 1991

Eskmuir Properties Plc, 1987

Chairman of Audit Committee

Member of Board Remuneration Committee

Member of Nominations Committee

Peter Harper FCA (63)

Non-executive Director,

John Laing plc, 1996

Chairman, Eversholt Leasing Ltd, 1996

Deputy Chairman (non-executive), 
Victrex plc, 1995

Non-executive Director, Lonrho plc, 1993

Director, Parliamentary Affairs, Hanson plc, 1994

Chairman of Board Remuneration Committee

Member of Audit Committee

Member of Nominations Committee

David Edwards MA, LLM (69)

Non-executive Director, John Laing plc, 1982

Non-executive Director, Eskmuir 
Properties Plc, 1990

Member of Board Remuneration Committee

Member of Audit Committee

Member of Nominations Committee

1 Sir Martin Laing

2 Robert Wood

3 James Armstrong

4 Stephen Lidgate

5 Derrick Ardern

6 Denis Madden

7 Brian Chilver

8 Peter Harper

9 David Edwards

1 2

3 4

76

9

5

8
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Project review

This project combines a number of very

high specification construction techniques

with state-of-the-art technology. The

offices consist of three individual buildings

connected by a glazed atrium containing

a restaurant and coffee lounge area. The

frame was substantially pre-cast and the

high quality finish was achieved by

combining natural and artificial stone with

honey-coloured concrete. This continues

through to the inside of the building.

Inside, an Intelligent Building System 

was incorporated. This uses a single 

core cable for all of the building’s control

and communications systems allowing

flexibility for the client. It is also fully 

air-conditioned.

The expertise Laing offers means the Company is

engaged to construct some breathtaking buildings

such as the new Scottish Widows HQ in Edinburgh.

The Scottish Widows HQ:

• has 350,000 square feet of open

plan office space which was

developed on a 6.5 acre site

• includes two levels of basement

parking providing spaces for 

500 cars

• includes an eight-storey 

building and used pre-cast panels

made in Scotland.

The Scottish Widows HQ
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Joint ventures are especially beneficial on major projects with 

clients and contractors benefiting from sharing their knowledge, 

skills, resources, best practice and risks.

Project review continued

8  John Laing plc

British Airways 
World Cargocentre

The British Airways 
World Cargocentre has:

• radar-absorbing cladding 

• a floor area of 30,000 square

metres and a capacity for 

800,000 tonnes of cargo per year

• the world’s largest storage 

capacity for consignments, 

9,600 storage locations with 

9,600 tonnes capacity

• 40 land-side docks for 

delivery vehicles

• 1,000 piles installed around the

underground tracks of Heathrow

Express and London Underground.



Laing and its clients have enjoyed 

much success from joint ventures, in

particular the World Cargocentre and 

the Heathrow Express featured here.

The Company uses joint venture

agreements with local construction 

firms to operate in overseas markets. 

This has been successful for many 

years in Hong Kong and recently gave 

Laing access to the Philippines with 

the Rockwell Centre Condominium

Towers development in Manila.

Adding Laing’s expertise to the local

knowledge of resident construction

companies has enabled the Company 

to build strong relationships abroad with

both businesses benefiting from the

combination of talents and resources.

The Millennium Dome, currently under

construction, is another example of joint

management of a major contract.

Heathrow Express

Pictured above is one of the

underground platforms fitted 

out as part of the £93 million

Heathrow Express project opened

ahead of schedule by Prime

Minister Tony Blair last year.
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M40
The M40:

• is 150km long and provides 

a direct link between Britain’s 

two biggest cities, London 

and Birmingham

• project included a £75 million 

road-widening contract between

junctions 1a and 3

• has diamond grade road signs 

that pick up all available light 

which means they do not need 

to be illuminated

• utilised innovative crack and seat

methods of construction enabling

the use of some of the old

carriageway to build the new one

• is used by 100,000 vehicles 

per day on the stretch between

junctions 1a and 3

• 30-year contract to operate 

and maintain the motorway

between junctions 1a and 15, 

will enable a long-term revenue

stream for the Group.
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Project review continued

The £151 million Norfolk and Norwich

Hospital facility is one of the growing

number of PFI projects which will provide

a robust stream of revenue long into 

the future. When construction is

completed in January 2002, the Octagon

Healthcare consortium, including 

John Laing Investments, will provide 

non-clinical facilities management 

for at least 30 years.

Other PFI contracts include the National

Physical Laboratory at Teddington and

the £88 million Joint Services Command

and Staff College in Shrivenham. The

college will feature teaching and

residential accommodation together with

290 married quarters to be built by Laing

Partnership Housing. Laing Hyder, the

company set up specifically to build 

a portfolio of PFI projects, has won a 

£25 million contract to build, manage 

and maintain a school in Enfield.

Transport has also provided a number 

of contracts – the design, build, finance

and operation of the M40, the recently

won A55 in North Wales and the light 

railway Metro systems under 

construction in the West Midlands 

and being extended in Manchester.

Private Finance Initiative (PFI) employs private

sector funds and expertise in the provision 

of public sector buildings such as schools 

and hospitals, and infrastructure such as

roads and bridges.

Norfolk and 
Norwich Hospital

An aerial shot of the 63-acre

Norfolk and Norwich Hospital site,

currently being developed into an

809-bed hospital by Laing.



Hotel partnerships
Hotels:

• Laing built more than 2,000 

hotel bedrooms last year

• pod technology means that

bathrooms can be manufactured

and fabricated off site and slotted

into the construction frame saving

time and money without

compromising quality 

• the St David’s in Cardiff (pictured

top) is Wales’ first five-star hotel

• the Heathrow Marriott (pictured

right) includes 20 rooms designed

especially for disabled guests.
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Hotel and student accommodation is

currently a large sector within Laing’s

business. In partnership with Whitbread,

Laing completed the new Heathrow

airport and Manchester Marriott hotels –

both of which have proved very

successful. Marriott hotel extensions,

completed by Laing in 1998, include

those at Newcastle, Preston, and Hollins

Hall near Bradford. An extension is also

under way at Dalmahoy near Edinburgh.

Laing is also building a 197- room 

Travel Inn for Whitbread at Tower Bridge,

completed another at Euston Road and

an extension at Gatwick.

The St David’s Hotel at Cardiff was

completed for RF Hotels at the end of 

last year and Laing is currently building

the Stakis Metropole in Edgware Road

which will be London’s first purpose-built

and largest convention centre. The Great

Eastern Hotel at Liverpool Street is well

under way and the four-star Chancery

Court Hotel in Holborn is on target to 

be opened early in the new millennium.

Student accommodation projects 

include a 600-room block at Aston

University and 500 rooms at 

Nottingham University.

Partnering is a tried and tested method of work-winning 

which involves developing long-term relationships between 

contractor and client. It brings about closer understanding 

of each other’s businesses and creates the opportunity for

shared efficiency savings. 

Project review continued

Marks & Spencer 

The extension of the Marks &

Spencer Financial Services 

HQ at Chester won the 1998 

Contract Journal Building

Contractor of the Year Award. 

The design and build contract 

led to further fit out work worth

more than £20 million altogether.

Photograph – Paul Highnam 
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Homes continued its successful

development of brownfield sites and

completed several luxury developments 

in and around London. Sales at prime

residential sites such as Frith Lane in 

Mill Hill and the award-winning Brockley

Manor in Stanmore went particularly well.

Homes opened a further operation in

affluent residential areas of North London

and secured other key sites for future

development in the South East.

The second phase of the Wimbledon

Parkside development was launched. 

It features Georgian style apartments,

mews and town houses within a secure

landscaped setting. The 74-home

Seymour Grange development in Thames

Ditton has also proved to be a top seller.

St Ann’s Park, at Virginia Water, in 

Surrey, is Homes’ most prestigious site 

to date and is being built in joint venture

with Octagon.

In the Midlands, Homes moved into new

areas and markets. As well as Balmoral

Court, Homes continued development 

at the new Dickens Heath Village at 

Solihull and began refurbishment of the

16th century Woolpack Hotel, at

Warwick, which is being converted into

luxury apartments.

Buying prime sites in the best locations is vital to the 

success of our housebuilding business. In 1998 Laing

Homes built over 80% of its developments on brownfield 

land and concentrated on broadening its product range.

Project review continued

Balmoral Court below

At the centre of Birmingham’s

regeneration, Balmoral Court 

is a canalside development

comprising 24 apartments. 

Built around an enclosed gated

courtyard, it was completed 

and sold within a year.

St Ann’s Park above right

St Ann’s Park, Virginia Water, is 

a joint venture development with

Octagon comprising 41 luxury

houses and apartments. This is 

the first Laing Homes development

to incorporate a 24-hour manned

security entrance and a private

leisure complex.

Fairmile Court above left

Fairmile Court, in Cobham, 

Surrey, is an Octagon development

featuring ten new luxury detached

houses in five acres of landscaped

grounds. A restored listed mansion

forms the centrepiece of this

development.
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This luxury Frith Lane
development, at Mill Hill
North West London:

• features 14 five bedroom houses

adjacent to Finchley Golf Course

• is set behind a gated entrance and

has six types of houses ranging

from £500,000 to £600,000 in price

• offers the Berkhamsted (pictured)

and Thaxted house types which

both feature a triple garage – 

some of which have a large 

bonus room above them

• has pre-wired homes for extra

security and for an audio-visual 

link system in most rooms

• sold a third of the properties 

before the show home opened.

Homes UK



College Park, Orange
County, California:

• is the first new homes

development to be built in 

Buena Park for nearly a decade

• comprises 224 three, four and 

five bedroom houses in a gated

development

• features two ranges of houses –

the Classics range (pictured) with

three or four bedrooms and the

Masters range which has four 

or five bedrooms

• homes have all been fitted with 

the latest technologically 

advanced wiring for networking

• has its own private park and

swimming pool

• has been built in joint venture 

with Buena Park Associates.

Homes US
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Project review continued

W L Homes operates in California, Nevada,

Utah, Colorado, Virginia, Maryland and

Hawaii. Due to the favourable economic

climate in California, new divisional

operations were opened in Sacramento,

northern California and Los Angeles, both

of which complement the existing

business in Orange County and the 

Inland Empire.

In its first year W L Homes met its 

trading expectations. The new division 

in Sacramento was quickly established

with the purchase of 600 plots in five

different locations.

The US business continues to focus on

developing the product to suit the local

environment and community. The Colorado

division, for example, is placing more

emphasis on building more energy-saving

homes through its participation in the

state’s Built Green programme – the

largest of its kind in the country.

The merger has also provided each of 

the US operations with the opportunity 

to reposition its own local business and, 

at the same time, benefit from the use 

of best practice across all divisions,

particularly with reference to build

programmes, customer service and

customer satisfaction. Significantly, a 

new National Customer Survey procedure 

for monitoring homeowner satisfaction 

is now in place.

Following the merger of Laing Homes’ US

housebuilding operations with those of 

Watt Residential Partners in spring 1998, 

the newly formed joint venture company has

successfully moved towards a consolidated

business approach.

Arapahoe Ridge below right

Arapahoe Ridge, Colorado, is 

a large consortium development

located ten minutes from the 

city of Boulder. An ideal location

for active families, it includes 

an Olympic-size swimming pool,

sports fields, walking and bike

trails. The Fremont house

(pictured) features four bedrooms 

plus a loft.

Harbor Village below left

Harbor Village, Harbor City,

California, is a partnership

development located a short drive

south of Los Angeles, started in

June 1998 and due for completion

by the end of 2000. Comprising 

11 phases, this gated development

has 224 houses for sale and a

number of rental units. The village

also has a recreation centre,

swimming pool and spa.
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The Company has been committed 

for some time to the needs of 

the environment and those of the

community, and we recognise also 

that there is an interaction with economic

factors. Over the next 12 months we shall

extend our commitment and set targets

for improvement throughout the

Company. These will form the basis for a

Sustainable Development report, which 

I look forward to launching next year.”

Sir Martin Laing CBE

Chairman

• Laing was the lead partner in a

Department of Environment, Transport

and the Regions funded research

project on Sustainable Construction, 

and demonstration projects for this are 

now being sought

• the new Metro system in the West

Midlands and the extended system in

Manchester, being constructed under

the Private Finance Initiative, will offer 

a clean, alternative form of transport

which will reduce traffic congestion 

• Laing Technology Group (LTG) began

the implementation of its Environmental

Management System to ISO14001

• LTG implemented environmental

remediation plans for several former

pharmaceutical/chemical sites providing

reclaimed land for re-use, to the

approval of the regulatory authorities

• over 80% of Laing Homes’ sites are 

on previously developed land – thus

exceeding the Government’s target 

of 60% – thereby regenerating land 

for residential use

• Laing Homes has set up a pilot scheme

to intercept, filter and disinfect domestic

wastewater, for WC re-use – saving up 

to 40% of domestic water consumption

• Laing Training Services has assisted 

in the establishment of the BAA training

centre at London Heathrow airport for

the Airport Contractor Training Alliance

• a new Environmental Steering Group

was established to progress Laing’s

corporate environmental policy and

sustainable development initiative

• Homes, as a member of the

World Wide Fund for Nature 95+

Buyer’s Group, is committed to

improving forestry practices by

increasingly purchasing wood and

wood products from well 

managed forests

• Laing Community Affairs, helped by

LTG and Homes and The Children’s

Society, has played a major role in

developing a Child Care Centre

in Thanet – providing care facilities,

education and training opportunities

which are vital to those living in 

this area.

“ In 1998 there was much progress in this area:

Laing sees Sustainable Development in terms of balancing the 

economic return to the shareholders and meeting its commitment in 

the areas of environmental and social responsibilities. It is viewed as a

continually evolving process where due consideration of the environment,

economic and social activity interact in a sustainable manner.

Sustainable Development
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Our progress to date will serve as 

the foundation for the new strategy 

on Sustainable Development in 1999.

Appointments will be made allocating

responsibility to promote this strategy

within the business, supported by 

LTG’s Environmental Department.”

Christopher Laing

Group Director for Environmental Affairs

• to finalise and publicise the Laing 

Group’s Sustainable Development Policy

• LTG to complete implementation of 

its Environmental Management System

for registration and certification by the

British Standards Institution

• to embark upon an Environmental

Management System for the

remaining operating activities through 

environmental training, supply chain

management, green procurement

and recycling initiatives

• to undertake an environmental audit

of all permanent establishments

• to maintain the progress achieved

in the re-use of ‘brownfield’ sites

• to introduce project specific

environmental management plans

in line with Laing’s Sustainable

Development policies

• to continue to develop partnerships 

that focus Laing’s community activity 

in the areas of youth, homelessness

and education.

The new Group Sustainable 

Development policy will require open

consultation with all stakeholders and 

all forms of communication will be used

to achieve this. Active feedback will be

encouraged via the John Laing plc 

pages on the Internet.

Targets for improvement in 1999:“ Peckham 

Laing Partnership Housing’s

major regeneration scheme in

Peckham continues to combat

social exclusion by providing

health, education, training and

community development. The

£270 million project aims to

create 1,250 jobs, employment

training for 870 residents and

purpose built childcare facilities.
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Group profit before taxation for the year ended 

31 December 1998 was £20.1 million (1997 – £32.2 million)

and turnover for the year was £1.6 billion (1997 – 

£1.5 billion).

Construction

The slowly improving trend in the Group’s construction margin 

in the UK was abruptly reversed by the loss of £26.1 million on

the contract to build the Millennium Stadium in Cardiff. This is

explained in the Chairman’s Statement where he also reports 

on the reorganisation of the construction business at a cost of 

£5.1 million for the year ended 31 December 1998. But for these

two, one-off, costs, the results of the construction business in

the year would have continued to recover. Further reorganisation

costs of approximately £3.0 million will be incurred in 1999 to

complete the programme.

The reorganisation of the business has brought a new team 

of younger, but experienced, managers to the forefront. The

activities have been combined within one Division to sharpen our

focus on the marketplace and to improve the depth of

management control.

Implementation of a programme of change in our construction

business, to ensure an improvement in future profitability, was

accelerated. Last year, approximately 60% of our work was

secured through negotiation with key clients for key projects.

Management is now far more selective in regard to tendering for

new work and this trend will continue. The introduction of more

stringent risk assessment and risk management procedures 

will provide clients with more realistic contract programmes and

costs while, at the same time, improving the ability of the

construction business to deliver sustainable profits to shareholders.

Currently, the Division is working on some of Europe’s most

important construction projects. The Millennium Dome, a joint

venture project management contract, is on programme for what

must be a most daunting construction deadline – 1 January

2000. Also on programme is the Øresund Tunnel – a joint venture

involving leading construction companies from five European

countries and linking Denmark and Sweden by road and rail.

Laing is in contract with many of the country’s top hotel chains

and several projects are being constructed under partnership

arrangements. At the Heathrow and Manchester Marriott 

projects, the Division is partnering with Whitbread Inns. The first

purpose-built conference and exhibition centre in London is

under construction at the Stakis Metropole hotel and, in Cardiff,

the St David’s Hotel, which is the first five star hotel in Wales,

was opened earlier this year.

The joint venture contract for the Heathrow Express was finished

ahead of schedule and the Prime Minister commended the

project at the opening in June.

Our strategy to develop Private Finance Initiative (PFI) investment

opportunities over the past five years is now proving beneficial to

our construction business. Performance on the Norfolk and

Norwich Hospital is on time and on budget. Construction work

commenced on the Joint Services Command and Staff College,

for the Ministry of Defence, and the National Physical Laboratory,

for the Department of Trade and Industry.

In joint venture, the design and build work on the M40 motorway

PFI contract has been successfully completed – on time and on

budget. Work has commenced on the A55 highway in a similar

form of contract.

Overseas, the Rockwell Towers office and residential development

project dominates the skyline of the Makati business district in

Manila. In Hong Kong, the Tseung Kwan O Hospital is almost

complete and good progress is being made on the Biological

Sciences Building at the University of Hong Kong.

Laing won no fewer than five ‘Considerate Contractor’ Gold Awards

for its work in central London and the Contract Journal’s ‘Building

Contractor of the Year Award’ went to John Laing Construction

for the Marks & Spencer Financial Services HQ in Chester.

Operating and financial review

1998 1997
£ million £ million

Turnover 1,193.8 1,122.5

(Loss)/profit on ordinary activities
before interest (24.4) 4.3

Net liabilities (81.0) (47.4)

Employees (average number)
UK 5,884 5,424
Overseas 3,688 3,173
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Homes

United Kingdom

The 47% increase in profit before interest in the UK business has

contributed significantly to the reported results of the Group.

The Division’s strategy to widen the product range has been fully

implemented. This has resulted in a planned reduction in the

number of units sold with the average selling price rising from

around £63,000 to £176,000 over the past four years. Turnover

and profitability have continued to rise due to both improved

market conditions and the benefit of the new product strategy.

In April, the housebuilding division in Scotland was sold and the

proceeds were used to expand other housebuilding activities,

especially those in the South East of England. A fifth area of

operation was announced – North London – covering affluent

residential areas north of the Thames. This complements the 

four divisions of which there are three in the South East and one

in the Midlands.

The average number of sites has reduced from 37 in 1997 to 32

in 1998 – each excluding Scotland. The Group maintains a policy

of holding a land bank sufficient for 2–21/2 years of future sales.

In the South East, the market was steady throughout the year.

The Division continued with its strategy of broadening the

product range and, by so doing, has increased the average

selling price by 36% (excluding Scotland). Sites at Cheshunt 

in Hertfordshire, Billericay in Essex, Stanmore in Middlesex,

Streatham in London, Charvil in Berkshire as well as Wimbledon

and Thames Ditton, south of the Thames, performed particularly

well – achieving consistently high returns.

Over 80% of sites being developed by Homes are on recycled

land. At Beckenham in Kent, Homes was granted planning 

permission for a large brownfield development which will include

a traditional oast house with over 4,000 square feet of floor

space. The second phase of development at Wimbledon

Parkside is almost complete and the third is well underway – this

will include a Georgian inspired six storey apartment building with

features such as balconies and underground parking.

Homes developed its first city centre apartment building in

Birmingham – a canalside development of 24 apartments. 

The development of the new Dickens Heath Village at Solihull

also progressed during the year and offers a wide range of

homes from one and two bedroom starter homes to 

six bedroom luxury houses.

Homes added a new luxury brand of home to its portfolio in 

1998 with a £6.8 million, 20% equity investment in the specialist

luxury housebuilder Octagon Developments. The arrangement

also involves making £10 million of further funding available on

commercial lending terms to enable Octagon to expand. 

The investment is earnings enhancing and it helps to broaden 

the product portfolio.

Laing Partnership Housing secured its first contract under a

formal partnering arrangement at Stepney in the London Borough

of Tower Hamlets. It will also provide 290 energy efficient timber

frame houses for staff at the Joint Services Command and Staff

College near Swindon in conjunction with the Group’s PFI project.

There were a number of awards for Homes during 1998. The top

two Evening Standard New Homes Awards for ‘Best New Luxury

Home’ went to The Belgravia at Brockley Manor, Stanmore and

The Waverley at Tanglewood, West Byfleet. Homes also received

two What House? silver awards – ‘Best Volume Housebuilder’

and ‘Best Energy Saving Home’ – for the Michigan house type 

at Thames Ditton, Surrey.

1998 1997
£ million £ million

Turnover 251.2 212.0

Profit on ordinary activities
before interest 27.0 18.4

Net assets 181.7 146.9

Employees (average number) 556 494
Unit sales (number) 1,180 1,531

James Armstrong
Finance Director
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Laing Partnership Housing also added the ‘Housing Design’

Award, sponsored by the Secretary of State for Environment,

Transport and the Regions, the Royal Institute of British

Architects and the National House Builders Council. There was

also a special award for ‘1998 Quality Homes’ conferred by 

the London Borough of Lewisham on the Queens Road

refurbishment project.

United States

The 29% increase in profit before interest in the US business

understates the extent of the recovery in profitability due to the

structure of the funding and the accounting policies – following

the merger of the Group’s US based operations with those of

Watt Residential Partners.

Last year, it was reported that the merger was conditional only

on the arrangement of interim financing. As stated in the Interim

Report, the financing was arranged and the merger completed.

The interest on corporate debt was formerly written off in the

period in which it was incurred, whereas the interest on the

project specific debt following refinancing is taken through work-

in-progress to cost of sales. As a result, the margins from the 

US homes were reduced by an overall 2.7%.

The merger was completed in April 1998 with Laing having a 

50% interest. Since then the strong central management of the

combined business has developed the business strategy and will

establish uniform operating practices.

During the year, the sale of 1,619 homes was achieved from

eight operations in the United States. The economic environment

in California, in particular, is favourable for homebuilders. A new

division in Sacramento, North California, was established, late in

the year, with the purchase of 600 plots in five locations.

Property

The steady growth of Property led to substantial profits for 

the Group in 1998. The strategy is based on securing quality

sites. Thereafter, development proceeds in response to committed

tenant and investment demand – this policy minimises risk.

Property will explore mutually beneficial synergies with

Construction, Homes and Investments. Property will also make

strategic investment to provide a stock of future opportunities for

development or trading.

Profit was secured, in the year, on the award winning 183,000

square feet “Thistle” shopping centre in Stirling. This development,

completed in September 1997 (95% let) and sold to Standard Life

in November 1998, maintains the Group’s association with major

retail development.

At Ashford, a 300,000 square feet designer outlet centre received

planning consent, following a three-year campaign, which

triggered a profitable land sale to BAA McArthur Glen.

The 80,000 square feet office development at Heathrow

Approach, Slough, is an example of successful pre-funding. 

It has been forward sold to MEPC and is due for completion 

in December 1999.

Provision was also made for the future with a number of prime

sites having been secured for development. These include a 

site in Plymouth for a 115,000 square feet edge of town retail

warehouse development which currently awaits final planning

consent and already has strong tenant interest. A site in Milton

Keynes has been acquired for a 170,000 square feet high-bay

warehouse development – as has 15 acres of industrial/

warehousing land on the M5 for bespoke development 

near Exeter.

Operating and financial review continued

1998 1997
£ million £ million

Profit on ordinary activities
before interest 6.1 5.9

Net assets 6.6 16.1

1998 1997
£ million £ million

Turnover 109.9 103.4

Profit on ordinary activities
before interest 4.5 3.5

Net assets 58.7 78.9
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Investments

The increase in profit, in comparison with the prior year, is due 

to an improvement in the level of income from existing investments.

The Private Finance Initiative (PFI) is now an established process

for public sector procurement and the early ‘teething’ troubles

have been substantially resolved. Our commitment to PFI

projects is demonstrated by the formation of a new company,

Laing Hyder plc – the first of its kind in Britain. It brings together

the skills of Laing and Hyder (the UK based multi-utility and

infrastructure services company) and will pursue PFI

opportunities across the target sectors of education, health,

courts, emergency services and public sector buildings. The

company has already secured a concession to build and

maintain a comprehensive school with a value of £25 million 

over a period of 25 years. 

Laing is also a leading shareholder in the Octagon Healthcare

consortium which is responsible for building the new £214 million

Norfolk and Norwich Hospital. Our investment will amount to 

£6.3 million. We are also undertaking the design and construction

of the 809 bed hospital, which will be completed in 2002.

Other consortium companies, formed by Laing and Serco, have

been appointed by the Department of Trade and Industry to

design, build, finance and operate a new laboratory complex at

the National Physical Laboratory in Teddington and by the

Ministry of Defence to provide the Joint Services Command and

Staff College at Shrivenham, Oxfordshire. Our equity investments

in these concessions will amount to £5.0 million.

UK Highways, in which we have a 27.5% investment, has won its

second concession – the A55 design, build, finance and operate

contract for the Welsh Office. The terms of this concession are

similar to those of the successful M40 concession – for which the

construction contract has been completed on time and on

budget. Elsewhere in the UK, our £3.5 million investment in 

loan stock in Second Severn Crossing is showing an unrealised 

capital gain. Our investment portfolio includes £7.2 million in

Birmingham airport and in light rail projects in the West Midlands 

and Manchester – which are under construction.

In 1999, we increased our investment in Chiltern Railways 

to 84% with an investment of £7.1 million – with a further 

£1.7 million being payable if the franchise is extended by a

minimum of three years. This new subsidiary will be an integral

part of Laing Rail – which has been formed to promote the

Group’s activities in the railway business. 

In Spain, our £6.4 million investment in the Europistas toll 

road company is showing a significant unrealised gain – with 

the market value at £66 million at the end of the year. Whereas

the Europistas concession will terminate in the year 2003, the

company will have a continuing interest in the Autopistas del Sol,

the Artxanda tunnel in Bilbao and the Eurovias toll road. The

prospects are improving for the unlisted Eurovias toll road

company in which the Group also has a direct investment of 

£1.8 million.

Within the emerging markets, the countries which are actively

tackling the economic issues, such as Malaysia, Philippines and

Thailand, may return to favour. Their potential is too great to be

dismissed. Our Asia Pacific investment team is engaged in the

appraisal of investment opportunities in existing assets where the

shake-out among equity investors is creating opportunities. This

strategy requires diligent research of local economies and project

cash flows. It should identify value enhancing investments for 

our portfolio.

Our investment company in Singapore acquired a 14.5% equity

stake in Adelaide and Parafield airports in Australia. Laing is 

part of the consortium selected to operate the airports under a 

50 year lease – renewable for a further 49 years. Elsewhere in

Australia, improving electricity pool prices are enhancing the

value of our investment in Horizon Energy and, in Malaysia, the

£5.0 million investment in YTL Power is showing a small

unrealised gain due to the recovery in the stock market.

1998 1997
£ million £ million

Profit on ordinary activities
before interest 8.2 5.0

Net assets 44.7 36.4
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Profit on disposal of and amounts 

written off fixed assets

The net profit for the year on disposal of investments and other

fixed assets was £5.9 million (1997 – £10.4 million). These profits

arose within the Investments and Property sectors and are

included within the Profit on Ordinary Activities Before Interest

referred to throughout this Operating and Financial Review

as follows:

Interest

The Group’s principal exposure to interest rate fluctuations is 

on UK deposit rates and US borrowing rates. UK deposit rates

increased in the early part of 1998 as the Bank of England moved

rates upwards to counter inflationary pressures. Interest rates

then declined in the second half of the year as it became clear

that inflation targets were being met and the domestic economy

required stimulation. US interest rates remained relatively stable

throughout 1998. The Group interest credit for the year was 

£2.8 million (1997 – charge of £1.0 million). The interest credit

includes £1.1 million receivable on loans to W L Homes LLC

in the US.

Taxation

The tax charge for 1998 was £4.6 million – which equates to an

effective tax rate of 23% (1997 – 19%). The tax charge is low in

relation to profits, principally due to the use of Advance Corporation

Tax previously written off and utilisation of previous years’ losses

against overseas profits. These savings are partly offset by

unrelieved overseas losses.

Foreign currency

The US$ denominated assets in the US housing operations are

matched by US$ denominated borrowings in order to minimise

the effect of exchange rate movements on net assets. Decisions

on whether or not to cover exposure to exchange rate

fluctuations on other foreign investments are taken on a case by

case basis. In so doing, full consideration is given to the size 

of the investment, the availability of a cost effective hedging

instrument and the exit strategy for the relevant investment. 

During 1998 the Group invested in Adelaide airport. This

investment has been specifically hedged through an 

Australian $28 million loan. When the Group invests overseas 

in developing markets, the required rate of return from such

investments includes a risk premium which is added to the

hurdle rate of return to cover, where appropriate, country, money

transfer and exchange rate risks.

The book value of overseas assets, excluding US housing assets

at 31 December 1998, was £15.4 million (1997 – £12.1 million).

The most significant items are the Group’s investment in

Europistas, which is included at a cost of £6.4 million, the

investment in YTL Power at a cost of £5.0 million, the investment

in Loy Yang A at a cost of £6.4 million and the investment in

Adelaide airport at a cost of £10.1 million.

The Group seeks to cover exposure to exchange rate

fluctuations on trade receivables and payables – provided that

the costs of so doing would not, in the opinion of the Directors,

be prohibitive.

Group Treasury provides a service to the corporate centre and 

to the operating divisions to enable risk to be managed at the

lowest possible cost. It is not a profit centre.

Finance

Net Group funds at the beginning of 1998 were £19.7 million 

and increased to a closing position of £43.8 million. 

A significant feature of the 1998 cash flow was the restructuring

of the Group’s investment in US housing activities. During the

first quarter of 1998 the Group’s activities in California and Virginia

experienced net operating cash outflows of £15 million, reflecting

the usual seasonal trend in housing. In April 1998 the Group

completed the combination of its US interests with those of Watt

Residential Partners, resulting in the Group holding a 

50% interest in W L Homes LLC. It was a condition of the

transaction that W L Homes LLC should raise development

finance without recourse to Laing and this was successfully

achieved, thus generating a repayment of £53 million of funding

previously provided by the Laing Group and resulting in the

transfer of £6 million of cash to the new business. During the

second half of 1998 the Group invested additional funds in 

W L Homes LLC to finance the opening of a new division in

Operating and financial review continued

1998 1997
£ million £ million

Investments 4.5 5.5
Property 1.4 4.9

5.9 10.4



Sacramento. Overall the Group generated a net cash inflow of

£24 million from US housing activities during 1998.

The profile of cash flow in the Construction Division is such that

the Group normally experiences a net cash outflow during the

early months of the year, followed by a net inflow in the latter 

part of the year. The UK housing division experiences a similar

cash flow trend due to the higher volume of conveyances during

the second half year. During 1998, these trends resulted in a first

half Group net cash outflow of £18.4 million, excluding the

positive cash flows from US housing referred to above, and a

second half inflow of £9.0 million. We anticipate a similar cash

flow profile in 1999.

Housing assets in the UK increased in 1998 by £34.8 million.

Property sales contributed cash receipts of £17.0 million, and

sales of investments contributed £7.0 million. New investments 

absorbed cash of £10.5 million. The Group’s core banking

facilities are utilised principally in providing a currency hedge

against US$ denominated assets. These facilities are repayable 

in February 2000.

The Group’s net cash position enhances its ability to pursue 

a strategy of investment in UK and international 

infrastructure projects.

The Group is actively pursuing the application of the euro to

commercial and treasury transactions where possible. There is

no significant cost implication to the Group. 

Year 2000

The Group has an established working party which has identified

the business risks relevant to Year 2000 compliance. All critical

systems are being tested and where the possibility of 

non-compliance has been identified a programme of corrective

action is being implemented. The cost of ensuring Year 2000

compliance in relation to the Group’s systems are not significant.

The Group has advised all major suppliers of their responsibility

to ensure Year 2000 compliance on recent and future 

equipment purchases.
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