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Notice of meeting 
 

Notice is hereby given that the One Hundred and Seventeenth Annual General Meeting of the 
Company will be held in the Auctioneer, Rosehill, Carlisle on 6 November 2009 at 11.30 am for the 
following purposes: 

 1. To receive and consider the Accounts for the financial year ended 30 June 2009 together   
 with the Directors’ and Auditors’ reports. 

 2. To approve the payment of Directors’ fees as set out in the Accounts. 

 3. To declare a final dividend of 16.5 pence per share to be paid on 11 December 2009. 

 4. To re-elect DM Harrison as a Director 

 5. To re-appoint KPMG LLP as Auditors of the Company to hold office from the conclusion of  
 the meeting at a remuneration to be fixed by the Directors. 

 

Approved by the Board on 23 September 2009 and signed on its behalf by: 

 

Margaret Irving 

Company Secretary 

 

Registered Office 

Borderway Mart 
Rosehill
Carlisle
CA1 2RS 

Registered Number 

36006 

Notes 

1.  A member of the Company is entitled to appoint a proxy or proxies to attend and, on a poll, to 
vote instead of him or her.  A proxy need not be a member of the Company.  To be valid, forms 
of proxy must be completed, signed and deposited at the registered office of the Company - 
Borderway Mart, Rosehill, Carlisle - not less than 48 hours before the time appointed for the 
meeting.  Proxy forms are available from the Company Secretary on request. 

2.  The following information is available for inspection during normal business hours at the 
registered office of the Company on any weekday from the date of this notice until the date of 
the Annual General Meeting and for at least 15 minutes before it begins: 

 Register of interests of Directors in the share capital of the Company; 

 Copies of contracts of service under which certain Directors of the Company are employed. 
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Chairman’s statement  
 

The Group has had an excellent year producing a trading profit before tax of £977,000 an increase 
of more than 40% on the previous year. 

I commented last year that banking difficulties and the global recession had an effect on the Group; 
this continues to be so.  The difficulties of borrowing still affect house sales not withstanding the 
extremely low interest rates hence the return from our estate agency business is limited.  Surprisingly 
the difficulties have not affected our ability to finance car purchase where H & H Borderway Finance 
have had an excellent year.  The change in the value of the pound against the euro (coupled with 
the general reduction in livestock numbers in the country), has helped raise the values of livestock. 
These factors together with excellent pedigree sales have meant that the livestock company of 
Harrison & Hetherington Limited has had an outstanding year with total throughput in the eight 
markets reaching almost £100 million.   

We continue to look for opportunities to expand the Group’s base either by acquisition or through 
the expansion of the six companies making up the Group.   

The Group’s strong cash position and level of profits allow your Board to recommend that the 
dividend paid to shareholders be 23p, an increase of 15% on last year.   

This past year’s results have exemplified the benefits of a business which is not dependent on a single 
sector.  The share price has remained strong through the year with a broad band of shareholders 
being located through the country.   

A strong trading year has allowed us to improve facilities particularly at Borderway and we would 
intend to continue such work at other sites and offices within the Group.  All the companies within 
the Group are what I might describe as people companies; you have excellent and hard working 
employees and I thank them for their commitment and effort.   

 

 

 
Alan M Bowe 

Chairman 23 September 2009 
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Chief Executive’s report  
 

Against a background of the UK economy in recession, the H&H Group has performed extremely well 
over the last 12 months and has produced a very good overall result for the year. 

As well as work to improve systems and management control, the businesses have been rebranded 
to better present the individual companies to the market as a connected Group. This will help 
marketing in the future and create opportunities for cross selling the various services the Group 
provides to our large customer base.  

 

Financial overview 

On an increased turnover of £9,038,000 (2008: £8,727,000) operating profit is £1,960,000 (2008: 
£1,695,000) producing a profit before tax of £977,000 (2008: £695,000). 

Earnings per share are 68.1p (2008: 56.1p), and with a recommended final dividend of 16.5p per 
share alongside the interim dividend paid of 6.5p per share, there will be a total dividend for the year 
of 23p per share (2008: 20p per share).   

The average share price during the period was £11.76 (2008: £11.97). 

The continued profitability has resulted in shareholders’ funds increasing to £11,577,000 (2008: 
£11,108,000). 

 

Strategic overview 

Our mission is to be profitable, sustainable and progressive in all our business endeavours for the 
mutual benefit of our shareholders, customers and staff; and to realise this mission, the Group’s 
strategy embraces a number of business objectives: 

 • to deliver quality, innovative and value for money products and services to our customers 

 • to achieve consistent growth 

 • to maximise operational efficiency 

 • to exceed the expectations of our customers 

 • to provide challenging and rewarding employment 

 • to secure a healthy and safe working environment 

Measurement of performance against strategy and the achievement of business objectives is by 
means of key performance indicators.  Actual performance against key performance indicators 
for the twelve months to June 2009 is shown below, together with that for 2008 for comparative 
purposes: 

 

  2009  2008 

 • Turnover growth  3.6%  (0.8%) 

 • Return on sales  22%  19% 

 • Earnings per share  68.1p  56.1p 

 • Return on capital employed  16%  15% 

 • Gross interest cover  2.25 x  1.3 x 

 • Gearing       148%  175% 
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Chief Executive’s report (continued) 
 

Business overview 

H&H Group plc (on a standalone basis) 

 • loss before tax £329,000 (2008: loss of £613,000 (and before profit on sale of fixed   
 assets of £335,000)).  

Purely in the context of the parent company, the Group receives income by way of internal rent and 
Group Service charges and in respect of expenditure, carries a number of costs which are not readily 
attributable to a specific company, such as insurance and pension contributions.  

Harrison & Hetherington Limited 

 •  profit before tax £709,000 (and before loss on sale of fixed assets of £10,000) (2008: profit  
 before tax £381,000 (and before profit on sale of fixed assets of £8,000)). 

The last 12 months have seen improving returns for most livestock sectors supported by a weak 
pound and reducing numbers. The business was affected last Autumn by the Blue Tongue virus and 
the vaccination programme that was implemented on a gradual basis across the country resulting in 
some disruption to our Autumn sales programme. 

Against a background of reducing livestock numbers, the business has managed to increase its 
market share and also benefitted from higher livestock prices. Work has continued to maintain 
operational efficiency whilst ensuring we provide a market leading service to purchasers and vendors. 

Whilst profits have increased in the year, it is sobering that this represents less than 0.75% margin 
on the value of stock traded through the business. 

Investment has been made in completing the roof area at Carlisle allowing all livestock to be housed 
under cover and a programme of replacing old penning is ongoing at Carlisle and the other sites. 

Borderway Finance Limited 

 •  profit before tax £432,000 (and before loss on sale of fixed assets of £2,000) (2008: profit
 of £296,000 (and before loss on sale of fixed assets of £1,000)). 

The business has produced an excellent result when the turmoil in the financial markets at the start 
of the year is taken into account. Measures were taken to fully hedge the borrowing to match the 
lending and this will be maintained in the future. We have continued to provide finance, mainly for 
the motor trade, in a consistent manner and as a result, increased our market share whilst many of 
our larger competitors have stood back from the market.  

Whilst the recession has increased our level of provision for bad debt, our prudent underwriting both 
now and in the past means that this is still at very low levels and is being monitored very closely. 

Our approach to the lending market continues to be prudent and the business is well positioned to 
continue to develop and deliver significant profits to the Group in the future. 

H&H Bowe Limited 

 •  profit before tax £78,000 (and before amortisation of goodwill of £21,000) (2008: profit  
 before tax £135,000 (and before amortisation of goodwill of £21,000)). 

A reduced level of activity for farm sales has produced less income through the business although 
this has been partially offset by higher professional income during the year.  

H&H Bowe continues to expand the professional work undertaken and the business has continued 
to develop its planning department during the year. The business is well positioned to increase 
profitability, particularly if the property market picks up in the coming year. 
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Chief Executive’s report (continued) 
 

Business overview (continued) 

H&H Insurance Brokers Limited (formerly Borderway Insurance Brokers Limited) 

 •  profit before tax £117,000 (and before amortisation of goodwill of £34,000 and loss on   
 sale of fixed assets of £2,000 (2008: profit before tax  £167,000 (and before amortisation  
 of goodwill of £34,000 and profit on sale of fixed assets of £8,000)). 

A disappointing reduction in premium income for the last 12 months is against a background of a 
flat and extremely competitive insurance market. The business focuses on the agricultural sector 
and work has continued to market the business more effectively. 

Work has also been undertaken with our underwriters to better tailor the products on offer to the 
rural and agricultural market. This has improved our competitive position and will allow us to grow 
our business in the coming year.   

H&H King Limited 

 •  loss before tax £4,000 (and before amortisation of goodwill of £26,000) (2008: loss before  
 tax £11,000 (and before amortisation of goodwill of £26,000)).  

Against a background of a very difficult housing market over the last 12 months, our Estate Agency 
has performed well with reduced losses over the year. The team have improved internal systems and 
refurbished the Lowther Street showroom in line with the rebranding of the company. The lettings 
business has continued to grow and provides a useful, less volatile income. 

H&H Auction Rooms has seen some improvement with trading during the year as the recession has 
caused people to look to save money by purchasing second hand. In the second half of the year, 
a further reorganisation took place reducing the cost base and representing the business to the 
market.  

Borderway Motor Auctions Limited 

 •  profit before tax £69,000 (2008: profit of £71,000). 

This business has again produced a very good result albeit marginally down on the previous year. 
The Government scrappage scheme has removed a large number of vehicles from the market during 
the Summer months. The scheme is expected to be withdrawn shortly and we expect volumes of 
cars for sale to quickly recover. 

We continue to look at expanding our motor auction business and several opportunities are being 
explored.  

Defined Benefit Pension Scheme 

In accordance with Financial Reporting Standard FRS 17 the pension scheme’s actuary has provided 
an updated valuation of the scheme as at the end of June 2009. As a result of the valuation and 
after taking into account ongoing contributions to the scheme by the Group, net finance costs and 
actuarial gains on the assets – the scheme deficit (net of deferred tax) is currently a manageable 
£629,000 (2008: £575,000).   

Following the completion of the triennial valuation and in line with present legislation, a recovery 
plan has been submitted to the Regulator to demonstrate how the scheme deficit will be cleared. 
The plan provides for ongoing payments into the scheme of £66,744 for the present financial year 
and 2009/10 year and thereafter yearly contributions of £103,596 up until 2016. Assuming a return 
on investments of 6% and no change in actuarial assumptions, this would clear the deficit at the end 
of the recovery period. 
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Chief Executive’s report (continued) 
 

Property matters 

An option agreement remains in place with Story Construction at Lockerbie to market some surplus 
land for housing as advised in last year’s report. We continue to investigate suitable sites for 
relocating our motor auction which occupies its present site on a leasehold basis. 

 

Principal risks 

As with any business the Group is not immune to risks and uncertainties; and whilst few risks can 
be eliminated in their entirety, the executive led risk management committee meets regularly to 
maintain and review a full set of management procedures aimed at minimising the probability and 
the severity of specific risks which could impact upon our operating companies. 

Across the Group one of the principal risks would be a decrease in the number of customers using 
our services and buying our products which, in turn, would have an adverse effect upon turnover 
and profitability.  However, as part of our risk management procedures, there are measures in place 
to ensure that existing customers are retained and new customers gained.   

Other risks which can be singled out are bad debt within our farmstock business (where there is 
credit insurance in place for primestock buyers), the possibility of an outbreak of a virulent animal 
disease and the consequences upon our farmstock business, and the failure of IT systems generally.  
FSA and DTI rules also continue to place a heavy burden upon our car finance subsidiary and our 
insurance brokerage operation both of whom work tirelessly to remain compliant. 

In addition, the Group’s health & safety committee has continued to meet throughout the year (with 
the security of our customers and our staff remaining a high priority) and substantial progress has 
been made with regard to the creation of groupwide business continuity plans in an endeavour to be 
in a position to respond to an event beyond our immediate control and which could cause serious 
disruption to our operations. 

 

Outlook 

Whilst the UK economy continues to be in recession, trading in the new financial year remains 
positive and we believe the business is well positioned to deliver another year of strong results. 
Whilst there are some signs that the property market may improve in the next 12 months, the 
availability of finance will be essential for this to be the case. 

There continue to be many challenges to our businesses in the future, not least an ongoing decline 
in livestock numbers that could impact on our farmstock business. That said, the diversity of the 
Group’s businesses and the experienced staff make us better positioned than most to be able to 
grow our business in the future. 

A healthy balance sheet with good financial controls in place will allow us to take advantage of any 
opportunities that present themselves in the future. 

 

Our people 

The Group employs over 180 staff and their contribution to this year’s results is considerable. All 
our businesses require dedication and flexibility from staff and they are a first class team who have 
delivered a very good set of results and a high standard of service to our customers, I thank them 
all for their efforts in the year. 

In December the Group, supported by the Employees’ Trust presented long service awards to staff in 
recognition of the time they have spent with the business. Eight staff had over 30 years of experience 
and two over 40 years. A total of 1500 years of service was recognised, a fantastic achievement.   
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Chief Executive’s report (continued) 

 

Post year end events 

The implementation of Electronic ID of sheep will require investment in the coming year at our 
marts. Assuming that this is implemented as we currently anticipate, some capital expenditure will 
be required at all our marts during the next financial year to comply with the new legislation. 

 

 

 

Brian Richardson 

Chief Executive          23 September 2009 
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Directors’ report 
 

The Directors present their Directors’ report and financial statements for the year ended 30 June 
2009.   

 

Principal activities 

The principal activities of the Group during the year were as follows: 

H & H Group plc – holding Company. 

Harrison & Hetherington Limited – farmstock auctioneers, brokers and valuers. 

Borderway Finance Limited – providers of finance for new and used motor vehicles. 

H & H Bowe Limited – chartered surveyors, land agents, valuers and quota brokers. 

H & H Insurance Brokers Limited – insurance brokers. 

H & H King Limited – residential and letting agents, and auctioneers and valuers of fine art and furniture. 

Borderway Motor Auctions Limited – motor vehicle auctioneers. 

 

Business review 

A review of business during the year, comments on likely future developments and principal risks are 
given in the Chairman’s statement and Chief Executive’s report, on pages 2 and 3 to 7 respectively, 
which also address the requirements of the Enhanced Business Review. 

 

Dividends 

The Directors have proposed a final ordinary dividend of 16.5p per share in respect of the current 
financial year.  This has not been included within creditors as it was not approved before the year 
end. 

Dividends paid during the year comprise a final dividend of 13.5p per share in respect of the previous 
year ended 30 June 2008, together with an interim dividend of 6.5p per share in respect of the year 
ended 30 June 2009. 

 

Market value of land and buildings 

In the opinion of the Directors the market value of land and buildings of the Group is not significantly 
different from the net book value. 

 

Policy and practice on payment of creditors 

Whilst the Group does not follow any code or standard on payment practice, it was the Group’s policy 
for the year ended 30 June 2009 to pay suppliers for liabilities incurred by the Group in accordance 
with the terms of payment agreed with each individual supplier.  When disputes arise attempts are 
made to resolve them promptly and amicably to ensure delays in payment are kept to a minimum. 
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Directors’ report (continued) 

 

Directors and Directors’ interests 

The Directors who held office at the end of the financial year and their interests in the shares of 
the Company, according to the register of Directors’ interests, were as follows: 

  Ordinary shares of £1 each in H&H Group plc 

  At 30 June 2009  At 30 June 2008 

AM Bowe   3,778  3,278 

MTE Cowen  14,000  12,000 

DM Harrison   4,366  4,366 

AG Houston   972  400 

IC Lancaster  5,290  4,137 

ML Scott    2,500  2,100 

BE Richardson   250  250 

   

Trustee shareholdings   

Employees Trust Fund  208,000  208,000 

   

MTE Cowen and DM Harrison were trustees of the Employee Trust Fund throughout the year.   

DM Harrison, having served three years as a Director, resigns in accordance with the Articles of 
Association and, being eligible, offers herself for re-election. 

According to the register of Directors’ interests, no rights to subscribe for shares in or debentures 
of Group companies were granted to any of the Directors or their immediate families, or exercised 
by them, during the financial year. 

 

Board committees 

There are three permanent committees of the Board: 

1. The Audit Committee is chaired by IC Lancaster.  The remaining members of the Committee are 
AM Bowe and MTE Cowen. All members are non-executive Directors.  Their terms of reference 
include the review of the Annual and Interim Report and Accounts issued to shareholders, 
the accounting policies of the Group, compliance with Financial Reporting Standards, internal 
controls and the planning, scope and conclusions of the external Auditors’ programme. 

2. The Remuneration Committee is chaired by DM Harrison.  The remaining members of the 
Committee are AM Bowe and IC Lancaster.  All members are non-executive Directors.  Their 
duties are to review and recommend the basic salary, benefits in kind, terms and conditions 
of employment including performance related payments and pension benefits of executive 
Directors and senior executives.   

3. Due to the size of the Board, the Nomination Committee comprises the entire Board. 
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Directors’ report (continued) 

 

Political and charitable contributions 

The Group made no political contributions during the year (2008: nil).  Donations to UK charities 
amounted to £2,758 (2008: £1,212).  In addition, the Group continued to provide donations and 
sponsorship to the agricultural industry and local community which amounted to £10,372 (2008: 
£6,612) in the year. 

 

Disclosure of information to auditors 

The Directors who held office at the date of approval of this Directors’ report confirm that, so far 
as they are each aware, there is no relevant audit information of which the Company’s auditors 
are unaware; and each Director has taken all the steps that they ought to have taken as a Director 
to make themselves aware of any relevant audit information and to establish that the Company’s 
auditors are aware of that information.  

 

Auditors 

In accordance with section 489 of the Companies Act 2006, a resolution for the re-appointment of 
KPMG LLP as auditors of the Company is to be proposed at the forthcoming Annual General Meeting. 

 

Corporate governance 

Although not obligatory the Group operates within the spirit of the Code of Best Practice set out 
in the Combined Code on Corporate Governance June 2008. The Board remains committed to the 
principles of good corporate governance and to achieving high standards of business integrity and 
professionalism across the Group. Compliance with the Code has also taken into account the needs 
and resources of the Group. 

 

The Board and Directors  

At the date of this report the board had seven members: the non-executive Chairman, five non-
executive directors and the Chief Executive. No individual or group of individuals dominates 
the Board’s decision-making and collectively, the non-executive Directors bring a wide range of 
experience and expertise as they all currently occupy substantive positions in commercial and public 
life. 

The roles of the Chairman and Chief Executive are clearly defined; the Chairman is responsible 
for ensuring that the Board fulfils its responsibilities to develop the strategy and direction of the 
business and for providing overall leadership; he is also responsible for chairing the Board meetings, 
the annual general meeting and the nomination committee. The Chief Executive is responsible for 
the day to day running of the operations and with the support of the group executive management 
team for implementing the Board’s strategy.  

The Board met eight times during the year, it has a formal schedule of matters specifically reserved to 
it for decision, including corporate strategy, approval of budgets and ongoing financial results, new 
Board appointments, proposals for dividend payments and capital expenditure projects. Directors 
are sent a pack of board papers prior to each Board meeting and with access to the chief executive 
and company secretary are therefore provided with full and timely access to all relevant information 
ensuring effective leadership and control of the Group for the benefit of shareholders, customers 
and staff. 

The articles of association of the Group require that non-executive directors present themselves for 
re-election at intervals of no more than three years.  
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Directors’ report (continued) 
 

Internal control 

The Directors acknowledge their responsibility for the system of internal control and the management 
of all forms of business risk which continues to be an important factor in the protection of value 
for our shareholders. Any system can only be designed to manage rather than eliminate the risk of 
failure to achieve business objectives and can provide only reasonable and not absolute assurance 
against failing to achieve objectives or material misstatement or loss. 

The Board delegates risk assessment and the identification of mitigating action to the individual 
operating company management teams with the assistance of the Group Accountant. A wide 
range of corporate policies deal, amongst other things, with corporate governance, management 
accounting, financial reporting, environment and social responsibility, health and safety, information 
technology, and risk management generally. In addition, the individual operating company boards 
provide monthly reports on performance and engage in regular dialogue with the Chief Executive 
on progress. 

Key business risks are identified and evaluated and the effectiveness of financial controls and 
processes is monitored. Any changes in the status and control of risks are notified to the board.  

The audit committee reviews the adequacy of internal financial controls and deals with matters 
raised by the external auditors and reports to the Board accordingly. The external auditors have the 
opportunity for direct access to the Committee without the executive Directors being present. 

The health & safety of our staff, customers and visitors remains of utmost importance and our 
appointed safety, fire and first aid officers, are provided with training, access to appropriate 
equipment and opportunities to discuss their roles beyond legislative requirements. 

Compliance with the requirements of the Financial Services Authority, the Department for Business 
Innovation and Skills and various other professional and regulatory bodies complements the existing 
internal control systems across the Group. 

 

Relations with Shareholders 

The Board values the opinions of shareholders and as such, encourages the occasion of the Annual 
General Meeting as an opportunity for individual shareholders to share their views. During the year, 
as part of our re-branding exercise the Group’s website www.hhgroupplc.co.uk has been refreshed 
and it is hoped that shareholders find this a useful means of keeping in touch with events and 
information around the Group.  

 

By order of the Board 

 

 

 

Margaret Irving 

Company Secretary                 23 September 2009 
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Statement of Directors’ responsibilities in respect of the Directors’ report and the 

financial statements   

The directors are responsible for preparing the Directors’ 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 they have elected to prepare the group and parent company financial statements in accordance 
with UK Accounting Standards and applicable law (UK Generally Accepted Accounting Practice). 

Under company law the directors must not approve the financial statements unless they are satisfied 
that they give a true and fair view of the state of affairs of the group and parent company and of the 
Group’s profit or loss for that period. In preparing each of the group and parent company financial 
statements, the directors are required to: 

 •  select suitable accounting policies and then apply them consistently; 

 •  make judgments and estimates that are reasonable and prudent; 

 •  state whether applicable UK Accounting Standards have been followed, subject to any   
 material departures disclosed and explained in the financial statements;  

 •  prepare the financial statements on the going concern basis unless it is inappropriate to   
 presume that the group and the parent company will continue in business.  

The directors are responsible for keeping adequate accounting records that are sufficient to show 
and explain the parent company’s transactions and disclose with reasonable accuracy at any time 
the financial position of the parent company and enable them to ensure that its financial statements 
comply with the Companies Act 2006. They have general responsibility for taking such steps as are 
reasonably open to them to safeguard the assets of the group and to prevent and detect fraud and 
other irregularities. 
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Consolidated Profit and Loss Account 
for the year ended 30 June 2009 

 Note   2009   2008 

  £000   £000 

      

Turnover   2   9,038   8,727 

Operating costs     (7,150)   (7,123) 

Other operating income  3   72   91 

Operating profit     1,960   1,695 

(Loss)/profit on sale of fixed assets     (15)   350 

Interest receivable     12   28 

Interest payable  7   (882)   (1,308) 

Other finance costs  8   (98)   (70) 

                                  

Profit on ordinary activities before taxation  2-8   977   695 

Tax on profit on ordinary activities  9   (269)   (112) 

                                  

Profit for the financial year  19   708   583 

                                  

The Group’s turnover and operating profit for both the current and preceding financial years derive from 
continuing operations. 
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Consolidated Balance Sheet 
at 30 June 2009 

 Note  2009   2008 

  £000   £000  £000  £000 

Fixed assets      

Intangible assets  12     327     408 

Tangible assets  13     7,068     6,897 

Investments  14     5     5 

                                  

       7,400     7,310 

Current assets      

Stocks  15  301     319  

Debtors   16  23,806     25,536  

                                  

    24,107     25,855  

Creditors: amounts falling due within one year  17  (19,301)     (21,482)  

                                  

Due within one year    (7,461)    (9,239)  

Debtors due after more than one year  16  12,267     13,612  

                                  

Net current assets       4,806     4,373 

                                  

Net assets excluding pension liabilities       12,206     11,683 

Pension liabilities  22     (629)   (575) 

                                  

Net assets including pension liabilities       11,577     11,108 

                                  

Capital and reserves      

Called up share capital  18     1,040     1,040 

Revaluation reserve  19     2,633     2,635 

Profit and loss account  19     7,904     7,433 

                                  

Shareholders’ funds       11,577     11,108 

                                  

These financial statements were approved by the Board of Directors on 23 September 2009 and were 
signed on its behalf by: 

 

 

 

 

Brian Richardson    Alan Bowe 

Chief Executive     Chairman 
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Company Balance Sheet 
at 30 June 2009 

 Note  2009   2008 

  £000   £000  £000   £000 

Fixed assets      

Tangible assets  13     6,394     6,235 

Investments  14   121   121 

                                  

       6,515     6,356 

Current assets      

Debtors  16  1,097    136  

Cash at bank and in hand      -   1,601  

                                  

    1,097     1,737  

Creditors: amounts falling due within one year  17  (1,720)   (1,687)  

                                  

Net current (liabilities)/assets       (623)   50 

                                  

Net assets excluding pension liabilities       5,892     6,406 

Pension liabilities  22     (629)     (575) 

                                  

Net assets including pension liabilities       5,263     5,831 

                                  

Capital and reserves      

Called up share capital 18     1,040     1,040 

Revaluation reserve  19     2,633     2,635 

Profit and loss account  19     1,590     2,156 

                                  

Shareholders’ funds       5,263     5,831 

                                  

These financial statements were approved by the Board of Directors on 23 September 2009 and were 
signed on its behalf by: 

 

 

 

 

Brian Richardson    Alan Bowe 

Chief Executive     Chairman 
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Consolidated Cash Flow Statement 
for the year ended 30 June 2009 

  Note  2009 2008 

   £000 £000 

   

Cash flow statement    

    

Cash flow from operating activities  23  2,800  1,427 

Returns on investments and servicing of finance 24  (870)  (1,283) 

Taxation    (278)  (78) 

Capital expenditure   24  (410)  2,285 

Financial investment  24  1,306  (336) 

Dividends paid on shares classified in
shareholders’ funds  (208) (208) 

                                 

Increase in cash in the year     2,340 1,807 

                                 
Reconciliation of net cash flow  
to movement in net debt  25 

  

Change in net debt resulting from cash flows     2,340 1,807 

                                 

    

Movement in net debt in the year    2,340 1,807 

Net debt at the start of the year    (19,432) (21,239)                                  

Net debt at the end of the year    (17,092)  (19,432) 
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Consolidated Statement of Total Recognised Gains and Losses 
for the year ended 30 June 2009 

   
 2009  2008 
    £000  £000 

     

Profit for the financial year    708  583 

Actuarial (loss)/gain recognised in the pension scheme    (43)  281 

Deferred tax arising on (loss)/gains in the pension scheme 12  (96) 

Taxation on realised revaluation gains    -  (360) 

                                 

Total recognised gains and losses relating to the financial year 677  408 

                                                           

 

 

 

 
Note of Consolidated Historical Cost Profits and Losses 
for the year ended 30 June 2009 

  2009  2008 

  £000  £000 

   

Reported profit on ordinary activities before taxation  977  695 

Realisation of property revaluation gains of previous years   -  1,587 

Difference between a historical cost depreciation charge and
the actual depreciation charge calculated on the revalued amount  2 2 

                               

Historical cost profit on ordinary activities before taxation  979  2,284 

                               

Historical cost profit for the year retained after taxation
and dividends  502 1,604 
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Reconciliation of Movements in Shareholders’ Funds 
for the year ended 30 June 2009 

  Group    Company 

  2009   2008   2009   2008 

  £000   £000   £000   £000 

     

Profit/(loss) for the financial year  708   583   (329)   (395) 

Dividends on shares classified in
shareholders’ funds  (208)  (208)  (208)  (208) 

                                                             

Retained profit/(loss)  500  375  (537)   (603) 

Net (losses)/ gains in respect of FRS 17  (31)   185   (31)   185 

Taxation on realised revaluation gains  -   (360)   -   (360) 

                                                             

Net addition to /(reduction in) shareholders’ 

funds  469  200  (568)  (778) 

Opening shareholders’ funds   11,108   10,908   5,831  6,609 

                                                             

Closing shareholders’ funds  11,577   11,108   5,263  5,831 
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Notes 

(forming part of the financial statements) 

 

1 Accounting policies 

The following accounting policies have been applied consistently in dealing with items which are 
considered material in relation to the financial statements. 

 

Basis of preparation 

The financial statements have been prepared in accordance with applicable accounting standards, 
and under the historical cost accounting rules modified to include the revaluation of land and 
buildings.   

 

Basis of consolidation 

The consolidated financial statements include the financial statements of the Company and its 
subsidiary undertakings made up to 30 June 2009.  The acquisition method of accounting has been 
adopted.  Under this method, the results of subsidiary undertakings acquired or disposed of in the 
year are included in the consolidated profit and loss account from the date of acquisition or up to 
the date of disposal.   

Under section s408 of the Companies Act 2006 the Company is exempt from the requirement to 
present its own profit and loss account.  

 

Goodwill  

Purchased goodwill (representing the excess of the fair value of the consideration given over the 
fair value of the separable net assets acquired) is capitalised.  Positive goodwill is amortised to nil 
by equal annual instalments over its estimated useful life which is a period of between five and 
fifteen years based on the minimum period the Directors believe the Group will benefit from these 
investments. 

On the subsequent disposal or termination of a business, the profit or loss on disposal or termination 
is calculated after charging the unamortised amount of any related goodwill. 

In the Company’s financial statements, investments in subsidiary undertakings are stated at cost. 

 

Tangible fixed assets and depreciation 

Depreciation is provided to write off the cost or valuation less the estimated residual value of tangible 
fixed assets over their estimated useful economic lives as follows: 

 Freehold land    - nil 

 Freehold buildings   -  50 years (straight line) 

 Leasehold improvements   -  Life of lease  

 Plant and machinery   -  15 years (straight line) 

 Motor vehicles    -  4 years (straight line)  

 Fixtures and fittings   -  15% (reducing balance) 

 Office equipment    -  5 years (straight line) 

 Computer hardware   -  3 years (straight line) 

 Computer software   -  5 years (straight line) 

The freehold land and buildings, excluding the office development, have been valued as a whole 
and hence the building element is indistinguishable from the land element.  The building element of 
this valuation is deemed by the Directors to be negligible and, therefore, no depreciation has been 
charged on it. 
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Notes (continued) 

 

1 Accounting policies (continued) 

 

Leases 

Income 

The Group’s treatment of finance leases and hire purchase contracts, where the Group is the provider 
of capital, is to credit the associated finance charges to the profit and loss account on a sum of digits 
basis. 

Amounts due to the Group under finance leases and hire purchase contracts are included as a debtor 
at the amount of the net investment in the contract. 

Expenditure 

Assets acquired by the Group under finance leases and lease purchase contracts are capitalised in 
the balance sheet and a corresponding creditor is included in creditors falling due within and after 
one year as appropriate.  Finance interest is charged to the profit and loss account on a straight 
line basis.  Rental charges under operating leases are charged to the profit and loss account in the 
period in which they fall due. 

 

Post retirement benefits 

The Group operates defined contribution pension schemes.  The assets of the schemes are held 
separately from those of the Group in independently administered funds.  The amount charged to 
the profit and loss account represents the contributions payable to the schemes in respect of the 
accounting period. 

The Group also operates a pension scheme providing benefits based on final pensionable pay.  The 
assets of the scheme are held separately from those of the Group. 

Pension scheme assets are measured using market values.  Pension scheme liabilities are measured 
using a projected unit method and discounted at the current rate of return on a high quality corporate 
bond of equivalent term and currency to the liability. 

The pension scheme surplus (to the extent that it is recoverable) or deficit is recognised in full.  The 
movement in the scheme surplus or deficit is split between operating charges, finance items and, in 
the statement of total recognised gains and losses, actuarial gains and losses. 

The defined benefit scheme became paid-up with effect from 28 February 2001, ie members are 
earning no further benefit. 

 

Stocks and work in progress 

Stocks are stated at the lower of cost and net realisable value.  Work in progress represents unbilled 
work stated at cost plus attributable overheads. 

 

Insurance debtors and creditors 

In the normal course of business, settlement is required to be made with insurance companies on 
the basis of the net settlement due to or from the Company in question, rather than the amounts 
due to or from the individual parties which it represents.  Insurance debtors and creditors reflect the 
treatment required by FRS 5 which precludes assets and liabilities being offset unless net settlement 
is legally enforceable.   
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Notes (continued) 

 
1 Accounting policies (continued) 

 

Taxation 

The charge for taxation is based on the profit for the year and takes into account taxation deferred 
because of timing differences between the treatment of certain items for taxation and accounting 
purposes.   

Deferred tax is recognised, without discounting, in respect of all timing differences between the 
treatment of certain items for taxation purposes and accounting purposes which have arisen but not 
reversed by the balance sheet date, except as otherwise required by FRS 19.  

 

Classification of financial instruments issued by the Group 

Following the adoption of FRS 25, financial instruments issued by the Group are treated as equity (i.e. 
forming part of shareholders’ funds) only to the extent that they meet the following two conditions:  

a) they include no contractual obligations upon the Company to deliver cash or other financial 
assets or to exchange financial assets or financial liabilities with another party under conditions 
that are potentially unfavourable to the Company; and  

b) where the instrument will or may be settled in the Company’s own equity instruments, it is either 
a non- derivative that includes no obligation to deliver a variable number of the Company’s own 
equity instruments or is a derivative that will be settled by the Company exchanging a fixed 
amount of cash or other financial assets for a fixed number of its own equity instruments. 

To the extent that this definition is not met, the proceeds of issue are classified as a financial 
liability.  Where the instrument so classified takes the legal form of the Company’s own shares, the 
amounts presented in these financial statements for called up share capital and share premium 
account exclude amounts in relation to those shares.   

Finance payments associated with financial liabilities are dealt with as part of interest payable and 
similar charges.  

Finance payments associated with financial instruments that are classified as part of shareholders’ 
funds (see dividends policy) are dealt with as appropriations in the reconciliation of movements in 
shareholders’ funds.   

 

Dividends on shares presented within shareholders’ funds 

Dividends unpaid at the balance sheet date are only recognised as a liability at that date to the extent 
that they are appropriately authorised and are no longer at the discretion of the Company.  Unpaid 
dividends that do not meet these criteria are disclosed in the notes to the financial statements. 

 

Turnover 

Turnover represents the amounts (excluding value added tax) derived from the provision of goods 
and services to third party customers. 

 

Cash and liquid resources 

Cash, for the purpose of the cash flow statement, comprises cash in hand and deposits repayable on 
demand, less overdrafts payable on demand. 

Liquid resources are current asset investments which are disposable without curtailing or disrupting 
the business and are either readily convertible into known amounts of cash at, or close to, their 
carrying values or traded in an active market.   
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Notes (continued) 

 

 
2 Analysis of turnover and profit/(loss) 

 

                         Turnover Profit/(loss) before taxation Net assets/(liabilities) 

 2009 2008 2009 2008 2009 2008 

 £000 £000 £000 £000 £000 £000       

H&H Group   5  27   (328)  (613)  5,263  5,831 

Harrison & Hetherington  4,020  3,478  709  381  1,770  1,276 

Borderway Finance  2,474  2,516  432  296  3,444  3,082 

H&H Bowe  946  1,048  78  135  393  345 

H&H Insurance Brokers  721  791  117  167  554  482 

H&H King  590  584  (4)  (11)  (90)  (60) 

Borderway Motor Auctions  282  283  69  71  338  279 

                                                                                           

  9,038  8,727  1,073  426   

                                   

Amortisation of goodwill (note 12)     (81)  (81)   

 

(Loss)/profit on sale of fixed assets    (15)  350   

                                   

Profit on ordinary activities before taxation    977  695   

                                   

The figures above are shown before accounting for dividends payable within the Group.   

 
3 Other operating income 

      2009 2008 

      £000  £000 

   

Rents receivable      72  91 
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Notes (continued) 
 
4  Notes to the profit and loss account 

      2009 2008 

      £000  £000 

Profit on ordinary activities before taxation is stated    

after charging:    

   

Depreciation – owned assets      225  204 

Amortisation of goodwill        81  81 

Rentals payable for the hire of other assets under operating leases   113  152 

                               

Auditors’ remuneration:    

   

Audit of these financial statements      9  9 

   

Amounts receivable by auditors and their associates in respect of:   

Audit of financial subisidaries of subsidiaries pursuant to such legislation   12  12 

Other services      3  3 

                               

 
5  Remuneration of Directors 

      2009  2008 

      £000 £000 

Directors’ emoluments   

-  Fees      44  39 

-  Other emoluments      99  115 

-  Company contributions to money purchase pension schemes    5  53 

-  Compensation on cessation of office      -  155 

-  Benefits in kind      14  7 

                               

      162  369 

                               

The emoluments of the highest paid Director were £107,096 (2008: £262,412), which included 
£nil (2008: £155,000) in respect of contractual payments on cessation of office.  Company pension 
contributions of £4,750 (2008:£53,264) were made to a personal pension scheme on his behalf. 
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Notes (continued) 
 
6  Staff numbers and costs 

The average number of persons employed by the Group and Company (including Directors and part time 
employees) during the year, analysed by category, was as follows: 

  Group and Company 

 Number of employees 

        2009  2008 

Management        15  16 

Professional        11  8 

Sales        26  28 

Administration        53  54 

Operations        76  91 

                                 

        181  197 

                                 

The aggregate payroll costs of these persons were as follows: 

        2009  2008 

        £000  £000 

     

Wages and salaries        3,160  3,109 

Social security costs        319  305 

Other pension costs        107  284 

                                 

        3,586  3,698 

                                 

All employment contracts rest with H&H Group plc, the parent Company; however, payroll costs are 
recharged to trading subsidiaries as appropriate. 

 
7  Interest payable 

        2009  2008 

      £000  £000 

  

On bank overdrafts      55  112 

On committed money market loans      827  1,196 

                               

      882  1,308 

                               

 
8  Other finance costs 

      2009  2008 

      £000  £000 

   

Expected returns on pension scheme net assets     352  349 

Interest on pension scheme liabilities      (450) (419) 

     (98) (70)
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Notes (continued) 
 
9 Taxation 

Analysis of charge in year 

   
 2009 2008 

    £000 £000 

UK corporation tax      

Current tax on income for the year    278 79 

Adjustment in respect of prior years      
 - (1) 

                                 

Total current tax    278 78 

     

Deferred tax     

Origination/reversal of timing differences    (9)  34 

                                 

Tax on profit on ordinary activities    269 112 

                                 

Factors affecting the tax charge for the current year 

The current tax charge for the year is higher (2008: lower) than the standard rate of corporation tax in 
the UK 28% (2008: 20%). The differences are explained below: 

    
 2009 2008 

  £000  £000 

Current tax reconciliation   

Profit on ordinary activities before tax  977 695 

                               

Current tax at 28% (2008: 20%)  274  141 

   

Effects of:   

Expenses not deductible for tax purposes   17  14 

Capital allowances for period less than depreciation  8  - 

Utilisation of tax losses   (17) (71) 

Other timing differences  -  (1) 

Marginal rate tax  (13)  - 

Adjustment to tax charge in respect of prior years  - (1) 

FRS 17 pension scheme adjustments  9 (20) 

Losses carried forward  - 16 

                               
Total current tax charge (see above)  278 78 

                               

 10   Loss for the financial year 

The result dealt with in the accounts of the parent Company was a loss of £329,000 (2008: loss of 
£395,000). 
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Notes (continued) 
 
11 Dividends  

The aggregate amount of dividends comprises: 

            2009  2008 

            £000  £000 

   

Final dividend paid in respect of prior year but not recognised as
liabilities in that year          140  140 

Interim dividend paid in respect of the current year     68  68 

                               

Aggregate amount of dividends paid in the financial year     208  208 

                               

The aggregate amount of dividends proposed and recognised as liabilities as at the year end is £nil (2008: £nil). 

12  Intangible fixed assets 

 Goodwill 

  £000 

Group  

  

Cost  

At beginning and end of year 981 

                

Amortisation 

At beginning of year  573 

Charge in year  81 

At end of year    654                               

Net book value 

At 30 June 2009 327 

At 30 June 2008   
 408 
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Notes (continued) 

13 Tangible fixed assets 

 Freehold
 land and Motor Plant, fittings  
 buildings vehicles and computers Total 

 £000  £000   £000  £000 

Group     

Cost or valuation     

At beginning of year  6,192   425   1,176   7,793 

Additions  168   116   167   451 

Disposals  -   (82)   (219)   (301) 

At end of year  6,360   459   1,124   7,943 

Depreciation     

At beginning of year  19   177   700   896 

Charge for year  19   96   110   225 

On disposals  -   (53)   (193)   (246) 

At end of year  38   220   617   875 

Net book value     

At 30 June 2009  6,322   239   507   7,068 

At 30 June 2008  6,173   248   476   6,897 

                                                             

The following information relates to tangible fixed assets carried on the basis of revaluations in 
accordance with FRS 15. 

Land and buildings               Group and Company 

        2009   2008 

        £000   £000 

     

At 2007 open market value        6,192   6,192 

Aggregate depreciation thereon        (38)   (19) 

                                 

Net book value        6,154   6,173 

                                 

Historical cost of revalued assets        3,589   3,589 

Aggregate depreciation thereon        (68)   (51) 

                                 

Historical cost net book value        3,521   3,538 

All of the Group’s freehold land and buildings were revalued in June 2007 and the surplus of £622,970 
taken to the revaluation reserve.  The properties were valued at existing use value or market value 
as appropriate by Walton Goodland, Chartered Surveyors, in accordance with the RICS Appraisal and 
Valuation Standards 5th Edition.

Other tangible fixed assets, including additions subsequent to the revaluation of land and buildings, are 
included at cost. 

Land and buildings include an amount of £5,498,450 which is not depreciated (2008: £5,331,814). 
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Notes (continued) 
 
13 Tangible fixed assets (continued) 

 Freehold Plant,
 land and fittings and  
 buildings computers Total 

   £000  £000 £000 

Company   

   

Cost or valuation   

At beginning of year    6,191  143 6,334 

Additions   169  32 201 

                                               

At end of year    6,360  175 6,535 

                                               

Depreciation    

At beginning of year    19  80  99 

Charge for year   19  23  42 

                                               

At end of year    38  103  141 

                                               

Net book value     

At 30 June 2009   6,322  72  6,394 

                                               

At 30 June 2008   6,172  63  6,235                                                

 

14 Fixed asset investments 

Group  

 Other   
 investments  Total 

  £000  £000 

Cost and net book value   

At beginning and end of year   5 5 

                                

 

Company 

 Subsidiary  Other

 undertaking  investments  Total 

  £000  £000 £000 

Cost and net book value  

At beginning and end of year  116  5  121 



29

Notes (continued) 
 
14 Fixed asset investments (continued) 
 Country of  Class and percentage

 incorporation of shares held Company 

     %   2009   2008 

        £   £ 

Subsidiary undertakings     

Harrison & Hetherington Limited1  England    100.0  100   100 

Beacon Borderway Limited2  England    100.0  100   100 

Borderway Farmstock Limited2  England    100.0  100   100 

Borderway Finance Limited1  England    100.0  1,000   1,000 

H&H Bowe Limited1  England    100.0  100   100 

H&H Insurance Brokers Limited1  England    100.0  113,715  113,715 

H&H King Limited1  England    100.0  100   100 

Borderway Motor Auctions Limited1  England    100.0  1,000   1,000 

Harrison & Hetherington (Scotland) Limited2  Scotland    100.0  100   100 

H & H Borderway Limited2  England    100.0  100   100 

     

Other investments     

Other unlisted investments        4,500   4,500 

                                 

        120,915  120,915 

                                 
1 See Directors’ report (page 9) for principal activities. 
2 Dormant throughout current and prior year 

 

Other unlisted investments consist of ordinary shares in companies at cost, less provisions for 
diminution in value. 

  
15  Stocks 

 Group 

         2009   2008 

         £000   £000 

      

Work in progress         265   265 

Livestock         23   34 

Stock of goods         13   20 

                                  

         301   319 
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Notes (continued) 
 
16  Debtors 

 Group Company 

 2009  2008   2009  2008 

   £000  £000   £000  £000 

      

Trade debtors   2,588  3,070   -  - 

Amounts receivable on finance 

   contracts by: 

   - Harrison & Hetherington Limited  55 60  - -

   - Borderway Finance Limited   20,227 21,533  - -

Other debtors   104  187   67  - 

Prepayments and accrued income   832  686   21  136 

Amount owed by group undertakings   -  -   1,009  - 

                                                              

   23,806  25,536   1,097  136 

                                                              

Finance contracts debtors analysis: 

  Group 

        2009  2008 

Net investment in        £000  £000 

            
Hire purchase         18,879  19,695 

Finance leases        43  47 

Other finance debtors       1,407  1,877 

                                  

        20,329  21,619 

                                  

 

  Group 

              2009  2008 

              £000  £000 

      

Of which the amount due after more than one year      12,267  13,612 

                                  

Assets purchased for the purpose of letting under hire purchase 

and finance lease agreements       11,072 12,056 
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Notes (continued) 
 
16 Debtors (continued) 

The Group has an unrecognised deferred tax asset of £14,000 (2008: £53,000) and the Company has 
an unrecognised deferred tax asset of £24,000 (2008: £50,000) in respect of tax losses and other items 
available to carry forward.  These assets have not been recognised as their future recoverability against 
taxable profits cannot be foreseen with reasonable certainty. 

The elements of unprovided deferred tax are as follows: 

 

  Group    Company 

  2009   2008   2009   2008 

  £000   £000   £000   £000 

     

 

Difference between accumulated depreciation

and capital allowances 14   21  (6)  (3) 

Other timing differences  (10)   (10)   -   - 

Unused tax losses  (18)   (64)   (18)   (47) 

  (14)   (53)   (24)  (50) 

                                                             

No deferred tax liability has been recognised on the revaluation of land and buildings as, at the balance 
sheet date, there were no binding commitments to sell these properties. 

The amount of tax which would become payable, only if the properties were sold without it being 
possible to claim rollover relief, is estimated at £400,000 (2008: £400,000). 

Following the adoption of FRS 17 a deferred tax asset of £244,000 (2008: £224,000) has been 
recognised in relation to the deficit on the defined benefit pension scheme at 30 June 2009 (see note 
22). 
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17  Creditors: amounts falling due within one year 

  Group    Company 

   2009   2008   2009   2008 

   £000   £000   £000   £000 

      

Bank overdrafts   1,092  2,332   571   - 

Committed money market loans   16,000  17,100   -   - 

Trade creditors   632   871   -   - 

Amounts owed to Group undertakings   -   -   433   1,138 

Corporation tax   720   443   452   443 

Other taxation and social security   265   286   1   - 

Accruals and deferred income   592   450   263   106 

                                                              

   19,301   21,482   1,720   1,687 

                                                              

The bank overdrafts and committed money market loans are secured by cross guarantees and 
debentures and charges over certain of the Group’s freehold property and finance assets.   

The interest rate on £4,000,000 of the committed money market loans is capped at 6.5% before margin 
until October 2010. 

Fair value of assets and liabilities 

The Group and Company has derivative financial instruments that it has not recognised at fair value as 
follows: 

Interest rate swap 

The Group and Company has entered into interest rate swap agreements with Clydesdale Bank.  At 30 
June 2009 all £16,000,000 of the committed money market loans were covered by these instruments.  
At 30 June 2009 the fair value of the Group and Company’s obligations under the instruments were 
£302,727.  

 
18  Called up share capital 

      2009   2008 

      £000   £000 

Authorised   

3,000,000 ordinary shares of £1each      3,000   3,000 

                               
Allotted, called up and fully paid   

1,040,000 ordinary shares of £1each       1,040   1,040 
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19  Reserves 

  Profit 

Group Revaluation  and loss

 reserve  account 

 £000  £000 

    

At the beginning of year      2,635  7,433 

Profit for the year     -  708 

Dividends on shares classified in shareholders’ funds     -  (208) 

Actuarial loss recognised in the pension  scheme     -  (43) 

Deferred tax arising on loss in the pension scheme     -  12 

Transfers     (2)  2 

                                 

At end of year     2,633  7,904 

 

 

 2009  2008 

  £000  £000 

   

Profit and loss reserve excluding pension liabilities  8,533  8,008 

Pension liabilities  (629)  (575) 

                               

Profit and loss reserve including pension liabilities  7,904  7,433 

  

Company   Profit
 Revaluation  and loss  
 reserve account 

  £000  £000 

   

At beginning of year      2,635  2,156 

Loss for the year     -  (329) 

Dividends on shares classified in shareholders’ funds    -  (208) 

Actuarial loss recognised in the pension scheme    -  (43) 

Deferred tax arising on loss in the pension scheme    -  12

Transfers     (2) 2 

                               

At end of year    2,633  1,590 
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19  Reserves (continued) 

  2009  2008 

  £000  £000 

   

Profit and loss reserve excluding pension liabilities  2,219  2,731 

Pension liabilities  (629)  (575) 

                               

Profit and loss reserve including pension liabilities  1,590  2,156 

                               

The Company’s loss for the financial year was £329,000 (2008: £395,000). 

 
20 Contingent liabilities 

At 30 June 2009 the Company was party to unlimited cross guarantees with its subsidiary undertakings. 

The Company has given an indemnity for personal guarantees made by the Directors of the wholly 
owned subsidiary H&H Insurance Brokers Limited to insurance companies under certain agency 
agreements. 

 
21 Commitments 

The Group and the Company had contracted capital commitments of £nil at the end of the current year 
(2008:£nil). 

Annual commitments under non-cancellable operating leases are as follows: 

 

  2009    2008 

  Land and      Land and   

  buildings    Other  buildings  Other

Group  £000   £000   £000   £000 

Operating leases which expire:     

Within one year  2   1   2   32 

In the second to fifth years inclusive  14   57   2   54 

Over five years  51   -   51   - 

                                                             

  67   58   55   86 

                                                              

 

 

  2009    2008 

 Land and      Land and   

  buildings    Other  buildings    Other

Company  £000   £000   £000   £000 

Operating leases which expire:     

In the second to fifth years inclusive  -   4   -   4 
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22 Pension scheme 

Group and Company 

The Group operates two defined contribution pension schemes; a self invested pension plan for 
executive Directors and a Group scheme available for employees.  The pension cost charge for the 
period represents contributions payable by the Group to the schemes and amounted to £107,215 (2008: 
£283,764).  

There were no outstanding or prepaid contributions at either the beginning or end of the financial year.    

The Group also operates a pension scheme providing benefits based on final pensionable pay.  The 
scheme became paid up with effect from 28 February 2001 and members are earning no further 
benefits.  The latest full actuarial valuation was carried out at 1 July 2007 by a qualified independent 
actuary.  

It has been agreed that an employer contribution will apply in future years. 

 Group and Company 

 2009  2008 

 £000  £000 

Present value of funded defined benefit obligations (7,887) (7,554) 

Fair value of plan assets    7,014  6,755 

                               

Deficit    (873)  (799) 

Related deferred tax asset    244  224 

                                
Net liability    (629)  (575) 

Movements in present value of defined benefit obligation 

    Group and Company 

    2009    2008 

    £000  £000 

At 1 July    7,554  7,779 

Interest cost    450  419 

Actuarial (gains)/losses    -  (612) 

Benefits paid    (117)  (32) 

                               

At 30 June    7,887  7,554 

Movements in fair value of plan assets 

    Group and Company 

    2009  2008 

    £000  £000 

At 1 July    6,755  6,598 

Expected return on plan assets    352  349 

Actuarial losses    (43)  (331) 

Contributions by employer    67  171 

Benefits paid    (117)  (32) 

At 30 June      7,014  6,755 
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22 Pension schemes (continued) 

Expense recognised in the profit and loss account 
  Group and Company 

 2009  2008 

  £000  £000 

   

Interest on defined benefit pension plan obligation  (450)  (419) 

Expected return on defined benefit pension plan assets  352  349 

                                             

Total  (98)           (70)  

                               

The expense is recognised in the following line items in the profit and loss account: 

  Group  

  2009  2008 

  £000  £000 

   

Other finance costs  (98)  (70) 

                               

Analysis of amount recognised in statement of total recognised gains and losses  
  2009  2008 

  £000  £000 

   

Actual return less expected return on scheme assets  (43)  (331) 

Changes in assumptions underlying the present value of scheme liabilities  -  612 

                               

Actuarial gain recognised in statement of total recognised gains and losses  (43)  281 

                               

Cumulative actuarial gains reported in the consolidated statement of total recognised gains and losses 
for accounting periods ending on or after 22 June 2002 and subsequently included by prior year 
adjustment under paragraph 96 of FRS 17, are £1,103,000 (2008: £1,146,000).  Company £1,103,000 
(2008: £1,146,000). 

The fair value of the plan assets and the return on those assets were as follows: 
    Group and Company 

    2009  2008 

 Fair value  Fair value 

    £000  £000 

     

Equities and Property    312  150 

Bonds    83  27 

Insurance policy    5,951  5,613 

Other                  668  965 

    7,014  6,755 

                             
Actual return on plan assets     309  18 
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22  Pension schemes (continued) 

The fair value of the scheme’s assets, which are not intended to be realised in the short term and may be 
subject to significant change before they are realised, and the present value of the scheme’s liabilities, 
which are derived from cash flow projections over long periods and thus inherently uncertain, were: 

The expected return on assets is a weighted average of the individual asset categories and their 
expected rates of return, which are determined by consideration of historical experience and current 
market factors.  The rate of increase in pensions in payment and deferred pensions is in accordance with 
the scheme rules. 

Principal actuarial assumptions (expressed as weighted averages) at the year end were as follows: 

 Group and Company 

    2009  2008 

    %  % 

     

Discount rate applied to scheme liabilities    6.0%  6.0% 

Expected rate of return on plan assets    5.5%  5.2% 

Future salary increases    n/a  n/a 

Inflation assumption    3.5%  3.5% 

                               

The rate of increase in pensions in payment and deferred pensions is in accordance with scheme rules. 

The assumptions used by the actuary are chosen from a range of possible actuarial assumptions which, 
due to the timescale covered, may not necessarily be borne out in practice. 

The mortality assumption adopted for the purposes of the calculations as at 30 June 2009 is as follows: 

• Base table: ’92 series’ 

• Future mortality improvements: medium cohort projections from 1992 onwards. 

Average life expectations 

   2009  2008 

    

Male retiring at reporting  date at age 65 (in years)   22.1  22.0 

Male retiring at reporting date +20 years at age 65 (in years)   23.1  23.1 

Members are assumed to retire at the earliest age at which they can take full pension unreduced.  
Members are assumed to opt to take 50% of the maximum cash by commutation at retirement. 

The expected rates of return on the assets in the scheme were: 

 Long term rate Long term rate Long term rate Long term rate  Long term rate
  of return of return  of return of return of return

 2009 2008 2007 2006 2005

Insurance policy  6.0%  5.4%  5.4%  5.4%  5.4% 

Other (cash on deposit)  1.0%  4.0%  4.0%  4.0%  4.0% 

Equities and properties  6.5%  6.5%  n/a  n/a  n/a 

Bonds  6.0%  6.0%  n/a  n/a  n/a 
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22  Pension scheme (continued) 
History of plans 

In accordance with FRS 17.95C the Group has chosen not to restate the corresponding amounts for the 
first two of the previous four accounting periods for the effect of using the current bid-price rather than 
the mid-market price.   

The history of the plans for the current and prior periods is as follows: 

Group and Company 

Balance sheet 

  2009  2008  2007  2006 2005 

  £000  £000  £000  £000 £000 

      

Present value of scheme liabilities   (7,887)  (7,554)  (7,779)  (7,772)  (7,499) 

Fair value of scheme assets  7,014  6,755  6,598  6,267  5,888 

                                                                            

(Deficit)/surplus  (873)  (799)  (1,181)  (1,505)  (1,611) 

                                                                            

History of experience gains and losses 

  2009  2008  2007  2006  2005 

 

Difference between the expected and actual return on scheme assets: 

       Amount (£000)  (43)  (331)  410  27  749 

       Percentage of year end scheme assets  (1%)  (5%) 6%  0%  13% 

  

Experience gains and losses on scheme liabilities:  

       Amount  (£000)  -  470  -  -  660 

       Percentage of year end present value of scheme liabilities  0%  6%  0%  0%  9% 

  

Total amount recognised in statement of total recognised gains and losses:  

       Amount (£000)  (43)  281  236  27  854 

       Percentage of year end present value of scheme liabilities  (1%)  4%  3%  0%  11% 

 

The defined benefit scheme became paid up with effect from 28 February 2001, i.e. members are earning no 
further benefits and no further members are being admitted.  The last full actuarial valuation of this scheme 
was carried out by a qualified independent actuary as at 1 July 2007 and updated to 30 June 2009 to take 
account of the requirements of FRS 17. 

The Group expects to contribute approximately £66,744 to its defined benefit plans in the next financial year 
(Company: £66,744). 
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23  Reconciliation of operating profit to operating cash flows 

   2009  2008 

   £000  £000 

    

Group operating profit   1,960  1,695 

Depreciation, amortisation and impairment charges   306  285 

Decrease/(increase) in stocks   18  (30) 

Decrease/(increase) in debtors   424  (595) 

Increase in creditors   159  243 

Movement in pension/FRS 17   (67)  (171) 

                                

Net cash inflow from operating activities   2,800  1,427 

                                

 
24  Analysis of cash flows 

  2009  2008 

  £000  £000 

Returns on investment and servicing of finance   

Interest received   12  28 

Interest paid  (882)  (1,311) 

                               

  (870)  (1,283) 

                               

Capital expenditure    

Purchase of tangible fixed assets  (451)  (355) 

Sale of tangible fixed assets  41  2,640 

                               

  (410)  2,285 

                               

Financial investment   

Investment in subsidiary undertaking finance contracts  1,306  (336) 

                               

 
25  Analysis of net debt 

 At beginning   At end of

 of  year Cash flow Non cash  year 

  £000  £000  £000  £000 

     

Bank overdrafts  (2,332)  2,340  (1,100)  (1,092) 

Committed money market loans   (17,100)  -  1,100  (16,000) 

                                                             

Total  (19,432)  2,340  -  (17,092) 
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26 Related party disclosures

There are no material related party transactions in either the current or previous year. 
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KPMG LLP 
Quayside House 
110 Quayside 
Newcastle upon Tyne 
NE1 3DX 
United Kingdom 

 

Independent auditors’ report to the members of H & H Group plc    

We have audited the financial statements of H & H Group plc for the year ended 30 June 2009 set out 
on pages 13 to 40. The financial reporting framework that has been applied in their preparation is 
applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice). 

This report is made solely to the company’s members, as a body, in accordance with sections 495 
and 496 of the Companies Act 2006. Our audit work has been undertaken so that we might state 
to the company’s members those matters we are required to state to them in an auditors’ report 
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the company and the company’s members, as a body, for our 
audit work, for this report, or for the opinions we have formed. 

Respective responsibilities of directors and auditors 

As explained more fully in the Directors’ Responsibilities Statement set out on page 12, the directors 
are responsible for the preparation of the financial statements and for being satisfied that they 
give a true and fair view. Our responsibility is to audit the financial statements in accordance with 
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us 
to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors. 

Scope of the audit of the financial statements 

A description of the scope of an audit of financial statements is provided on the APB’s web-site at
www.frc.org.uk/apb/scope/UKNP. 

Opinion on financial statements 

In our opinion the financial statements: 

 •  give a true and fair view of the state of the group’s and the parent company’s affairs as at  
 30 June 2009 and of the group’s profit for the year then ended;  

 •  have been properly prepared in accordance with UK Generally Accepted Accounting Practice;  
 and 

 • have been prepared in accordance with the requirements of the Companies Act 2006. 

Opinion on other matter prescribed by the Companies Act 2006 

In our opinion the information given in the Directors’ Report for the financial year for which the 
financial statements are prepared is consistent with the financial statements.  
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Independent auditors’ report to the members of H & H Group plc (continued)   
 

Matters on which we are required to report by exception 

We have nothing to report in respect of the following matters where the Companies Act 2006 
requires us to report to you if, in our opinion: 

 •  adequate accounting records have not been kept by the parent company, or returns   
 adequate for our audit have not been received from branches not visited by us; or 

 •  the parent company financial statements are not in agreement with the accounting records  
 and returns; or 

 •  certain disclosures of directors’ remuneration specified by law are not made; or 

 •  we have not received all the information and explanations we require for our audit. 

 

 
Nick Plumb (Senior Statutory Auditor) 
for and on behalf of KPMG LLP, Statutory Auditor 
Chartered Accountants               23 September 2009 
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