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Notice of meeting

Notice 1s hereby given that the One Hundred and Eighteenth Annual General Meeting of the Company will be held
1n the Shepherds Inn, Rosehull, Carlisle on 5 November 2010 at 11 30 am for the following purposes

1

W oA W N

To recewve and consider the Accounts for the financial year ended 30 June 2010 together with the Directors’
and Auditors’ reports

To approve the payment of Directors’ fees as set out 1n the Accounts
To declare a final dividend of 23 5 pence per share to be paid on 10 December 2010
To re-clect 1C Lancaster as a Director

To re-appomnt KPMG LLP as Auditors of thc Company to hold office from the conclusion of the meeung at a
remuneration 1o be fixed by the Directors

Approved by the Board on 23 September 2010 and signed on its behalf by

Company Secretary

Registered Office

Borderway Mart
Rosehill
Carlisle
CA12RS

Registered Number
36006

Notes

1

A member of the Company 15 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 regstered office of the Company - Borderway Mart, Roselull. Carlisle - not less
than 48 hours before the time appointed for the mectng  Proxy forms are available from the Company
Secretary on request

The following information 1s 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 Mecting and
for at least 15 munutes before 1t begins

Register of interests of Directors 1n the sharc capital of the Company,

Coptes of contracts of service under which certain Directors of the Company are employed




List of advisors

Auditors

KPMG LLP
Quayside House

110 Quayside
Newecastle upon Tyne
NEI 3DX

Banhers

Clydesdale Banhk Plc
239 Kingstown Road

Kingstown Industrial Estate

Cathisle
CA3 0BQ
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Solicitors

Burnetts

6 Vicioria Place
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Taxation Advisors

Dodd & Co
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Montgomery Way
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Carhsle
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Chairman’s statement

The Group has had a successful year, not only in regard to pure profitability but also in terms of cooperation
between the s1x compantes which make up the business

Trading profit before tax ncreased from £977,000 to £1,370,000, a nse of more than 40% whulst overall profit
before tax, including the sale of surplus land at Lockerbie, rose n total to £2,035,000

All six companies were m profit and the majonty well 1n excess of budget figures

The hentage of the business 1s based around the Harnson & Hethenngton mart business which continues to
perform well against a background of falling numbers The throughput for Harnson & Hethenngton dunng the
past 12 months was n excess of £100m and whulst considerable, 1t should be recogrused that as hvestock numbers
continue to dechne, future growth can only be dnven by increasing our market share Within this context, 1t 18
pleasing that the five other operating comparues have contributed very sigmificantly to the profits and account for
55% of the overall profits of the Group

As supply has tightened prices for certain classes of stock have improved, supported by the weakncess of the pound
reducing 1mports and making UK exports more competitive It 1s hoped that the provenance and quality of UK
produced food will support demand and help maintain a profitable livestock sector i the UK which is so important
for our livestock business

There remains a focus on maintaimng Harrison & Hethenington’s position as the leading Livestock marketing
business 1n the UK and using this profile to help sell our services from other parts of the Group

The work done by the Group in recent years 10 grow new business and diversify into non livestock areas leaves us
with a well balanced portfolio of businesses able to withstand the ups and downs of the wider economy as well as
the agncultural economy

The general management structures of the companies are now well 1n place and coupled with an exccllent back up
from Group Services will allow senior management to continue (o examune the possibiliies of acquinng other
businesses  Several negotiations have taken place 1n the past year, but have not as yet come (0 fruition

The Group has a strong cash position and 1n consequence your Board recommend a final dividend of 23 5p an
increase of 30% on the total dividend from last year

Salcs of shares by auction now take place on a regular quarterly basis, the value of shares during the year has
continued to nise steadily with numerous additional shareholders taking an interest 1n the Company

This has been a strong trading year and 1n conscquence facilities are being improved at Lockerbic and a new large
show hall and offices are under construction at Borderway It 1s intended that further work will be carnied out at
Kirkby Stephen and Lockerbie during the next 12 months

Your Group has a wonderfully dedicated workforce and I thank them for therr continued splendid efforts
G v u""";\

Alan M Bowe
Chairman 23 September 2010
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Chief Executive’s report

Whilst the uncertainty surrounding the UK economy remains the H&H Group has delivered a substantial increase in
trading profit for the twelve months ending June 2010 Work undertaken by all the Group businesses over the last
two years to improve svstems develop marketing and the opportuniites for cross seliing the various services the
Gioup offers have alt contnibuted 10 the final result which shows a uading profit in excess of £1 milhon for the first
tume

The focus within the Group businesses 15 to further develop market share and develop profitable business across 1ts
trading area

Financial overview

On an ncieased tnnover of £9.516 000 (2009 (9,038,000} operaung profit 1s £2 135 000 (2009 £7,960 000)
producing a profit before tax ot £2,035 000 (2009 £977,000) The piofit before tax includes £665 000 from the sale
of land at Locketbie

Earnings per share are 161 3p (2009 68 /p) and with a recommended final dividend of 23 5p per share alongside
the intenm dividend paid of 6 5p per share there will be a total dividend for the vear of 30p per share (2009 23p
per share)

The average shaie price during the period was £14 74 (2009 £11 76) an increase of 25% over the year

The continued profitability and property revaluation has i1esulted n sharcholders funds incieasing to £13 674 000
(2009 £11 377 000)

Strategic overview

Our mussion 1s to be profitable sustainable and progressive n all ow business endeavours for the mutual benefit of
our shareholders customers and staff and to reahse this nussion the Group s stralegy embraces a number of
business objectives

e (o deliver quality, mnovalive and value tor money products and services to out customers
« 1o achieve consistent giowth

* to mavinuse operaticnal efficiency

s 10 enceed the expectations of owr cusiomess

s to provide challenging and rewarding employment

¢ to secure a healthy and sale working environment

Measutement of pertormance agamst strategy and the achievement of business objectives are by means of key
peitormance mdicators  Actual performance against hey performance indicators for the twelve months to June 2010
15 shown below together with that for 2009 for comparative purposes

2010 2009
5 3% 3 6%
¢ lurnover growth
22% 22%
+  Return on sales
1613 68 1
¢ [lamngs per share P P
15% 16%
¢ Return on capial umploved* e
3.1 225
*  Gross mierest cover
113% 148%

*  Guaring

*Calculated as opurating profit divided by net assets excluding puasion hambiies
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Chief Executive’s report connnued)

Business overyiew
H&H Group plc (on a standalone basts)
*  loss before tax £288 000 (and betfore profit on sale of fixed assets of £661 000) (2009 loss of £328 000)

Putely in the context of the parent company the Group receives mcome by way of mternal rent and Group Service
charges and n respect of expenditure carries a number of costs such as insurance and pension contributions which
are not readily attmbutable to a specific company

Haryson & Hetherington Linnted
e prolit belore tax £639 600 (2009 profit belore 1ax £709 000 (and betore foss on sale of fined assets ot £10 G00Y)

‘I he business has enjoved a 12 month petiod without the distraction of disease problems and movement restriction
Livestoch prices in the fitst half of the financial year were relatively good contnibuting to incieased turnover The
second half of the vear saw some softening of prices particularly i the spring and early summer

Nationa! statistics continue to show an overall reduction 1in sheep and cattle numbers which has umplications for alf
livestoch businesses m the longer term The proportion of hvestoch sold through hve maits remams relatively
constant which ts encomaging despite the reduction 1n numbers

The completion i 2009 ol the toof arca has significantly enhanced the facihiies at Borderway and an extensive
refurbishment of penming has tahen place A major invesiment of over £1 milhon on a new larger showhall and
cafeteria 1s currently being built which will finther enhance the site and mamtain 1ts position as the leading hvestoch
marketing centre n the UK

H&H Borderwa Finance Limuted (former v Bordenwan Finance Linnted)

*  profit betore tas £376 000 (and belore profit on sale of fixed assets of £1 000) (2009 profit ol £432 000 (and before loss on
sale of fixed assts of £2 000))

At the start of the financial cnisis in 2008 the business teok acuon to hedge the borrowing to match the loan book and
to ensute robust lending criterta were 1n place T'his has allowed the business m the last vear to improve profitability
and H& Borderway Finance has dehivered an outstanding 1esult

The business predommantly lends money for the purchase of motor vehicles and the maintenance of lending levels
agamst a bachground of reduced car sales demonstrates that the business continues to improve 1ts market share
within 1ts operating aiea

Tight control of lending underwriting has hept the level of provision at very low levels
H&H Bowe Linnted

*  profit belore tax £166 000 (and before amortisation ot geodwill of £21 000) (2009 profit belore tax £78 000 and before
amortisation of geedwill of £21 000))

The business has scen a substaniial inciease i profitabihty coming fiom all areas of activity The development of
additional services for ¢chients such as planning and environmental work has allowed the busmess to increase s
customer base along with 1ts offer 1o existing chents

The propetty marhet has seen some increased activity but the uncertamty with 1egard to the availlability of finance
has meant the volume of sales 1emaining at lower levels than pror to the financial crisis

6
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Chief Executive’s report (continued)

Business overview (comtinued)
H&H Imsmrance Brokers Limited

s profit before tan £191 000 (and betore amortisation of goodwill of £17 000 and profit on sale of fised assels of £4 000)
(2009 profit betore 1ax  £117 000 (and before amortisation of goodwill of £34 000 and loss on sale of fined assets of
12 000))

Whilst the msurance market remains extremely competitive 1t1s pleasing (o report a significant increase 1n premium
income and market shate for H&H Insurance Brokers Liunited Following wotk in the previous year on improving
the 1ural products on oifer the business has focussed on marketing in the North West and across the UK

Addwuona! sales stalf have been recrunted to suppoit the incteased busmess and further development of our
commetcial msurance offering 1s also taking place

H&H King Limuned

o profit belore tan £110 000 (and before amartisation of goodwall ol £26 000 and motit on sale ol ived assets of £3 000)
(2009 loss betore tas £4 000 (and before amortisation of goodwill ot £26 000))

Wihilst the property marhet temains hesitant, there has been a tecovery in the number of propeities sold and ongoing
development of the lettings part of the business House prices have temamed static duting the period with supply and
demand beng fanly balanced Work undertahen 1o market the business provided a good base to take advantage of
the increased activity and has supported the retuin to profitability

H&H Auction 10oms has made progiess following a strategy of reducing costs This has allowed the business to
senerate a profit tn this financial year and 1t 1s continuing to mahe progress in increasing the volume of goods it has
available for auction

H&H Mot Auctions Lunited (formerh Borderwan Motor dictions)
o profit betorg tax £34 000 (2009 profit of £69 000)

Afler seveial yeats of the busmess delivening very consistent profits the last twelve months has seen lowes
thioughput due 1o the Government Scrappage Scheme 1emoving a considerable number of velicles from the used car
mathket Whilst the scheme came to an end 1n the spring it will take time for the market to rebalance usell and
volumes to return to previous levels It 1s a great credit to the statf within the business that it has continued to be
profitable during this penod

Wotk continues on developing a second site for a motor auction in the North East and 1t 15 hoped an announcement
can be made on this betore the end of the year

Defined Benefit Pension Scheme

In accordance with Fmancial Reporung Standard FRS 17 the Pension Scheme s actuaiy has provided an updated
valuation of the scheme as at the end of June 2010 As a result of the valuation and after taking into account ongomng
contributions to the scheme by the Group net finance costs and actuarial gains on the assets — the scheme deficit (net
of deferred tax) 1s currently a manageable £794 000 (2009 £629 000)

Following the completion of the trienmal valuation and m line with present legislauon a tecovery plan has been
submitted to the Regulator to demonsirate how the scheme deficit will be cleared The plan provides for ongoing
payments tnto the scheme of £66 744 foi the year ended 30 June 2010 and hereafier yvearly contributions of £103 596
up untel 20016 Asswiming a return on investments of 6% and no change i actuanial assumptions this would clear the
deficu at the end of the recovery period




H&H Group ple
Directors report and financial statements
30 lune 2010

Chief Executive’s report (contmued)

Property matters

The option on surplus land at Lockerbie was exercised resulting 1n a profit on the sale of the land of £665 000 Work
1s presently ongoing to develop the retained area of the Locherbie mart to enhance the offering o customers

We continue to investigate suitable sites for relocating our motor auction in Carlisle which occupies 1ts present site
on a leasehold basis

Principal rishs

As with any busmess the Group 1s not immune to rishs and uncertainties and whilst few 11sks can be elimmated m
their entirety the executive led rish management committee meets regularly to mamtamn and review a full set of
management procedures anmed at mimnmmsing the probability and the sevenity of spectfic rishs which could impact
upon our operating companies

Across the Group one of the principal 15hs would be a decrease in the number of customers using our services and
buying ow products which i tuin would have an adverse effect upon turnover and profitability  However as part
of out rish management procedutes there are measures in place to ensure that existing customers aie retained and
new customers gamned

Other rishs which can be singled out are bad debt within our tarmstoch business {where there 1s credit insurance 1n
place for puimestock buyets) the possibility of an outbieak of a virulent animal disease and the consequences upon
our farmstock business and the failure of 1T systems generally  FSA and DTI iules also continue to place a heavy
burden upon our car finance subsidimy and owr msutance brokerage operation both of whom work tirelessly to
1emain comphant

In addition the Group’s Health & Safety Comnuitee has continued to meet thioughout the vear (with the security of
our customers and ow staff 1emaining a high priority) and we continue to maintain groupwide business continuity
plans in an endeavou (o be 1n a position to respond to an event bevond our immediate control and which could cause
serious distuption to out opetations

Outlook

Whilst recogmising the many challenges to ow businesses and continued uncertainty over the broader economy The
diversitv of the Gioup and our expenienced staff makes us better posiioned than most to be able to grow in the
futwre The ongomg investment in systems and people will allow us to further improve our efficiency and to grow
marhet share

Our healthy balance sheet with good financial contiols in place allows us 1o take advantage of any opportunities that
present themselves in the future

Our people

The Group employs almost 200 staff and their contiibutton to this vear s 1esults 13 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
1esults and a high standard of service to our customers | thank them all for thewr efforts in the year

We continue to focus on the development of the staff through traming m pracucal shills development and
management Eather m 2010 we launched the leadership and Development programme to formaliy support the
identification and development of futute leader within the business and presently have thirteen staff undertakhing this
2 vear proglamme
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Chief Executive’s report (continued)

Post year end events

A major development at Carhisle has been undertaken to provide a new show hall and exhibition area, new
cafetena and addiuonal office space The work on the site started 1n June and 15 expected to be completed by the
cnd of the year with the total investment expected to be £1 1 million

Bnan Richardson
Chief Executive 23 September 2010
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Directors’ report

The Directors present thear Directors report and financial siatements for the vear ended 30 June 2010

Principal activities

The principal activities of the Group duning the vear were as follows

H&H Group ple — holding Company

Harrison & Hetherington Limned — farmstock auctioneers brohers and valuers

H& H Borderway Finance Linmited — providers of finance for new and used motor vehigles

H&H Bowe Limited — chartered surveyois land agents valuers and quota biokers

H&H Insurance Brokers Limited — msutance biokers

H&H King Limited — residenual and letting agents and auctioneers and valuers of fine art and furniture

HE& H Motor Auctions Liniuted — motor vehicle auctioneers

Business review

A review of busmess duning the vear commenis on hkely future developments and piincipal nishs are given n the
Chairman s statement and Chief Executive s report, on pages 4 and 5 to 9 tespectively wlhich also address the
requuements of the Enhanced Business Review

Duwadends

The Duectors have proposed a final ordinary dividend of 23 3p per shate n 1espect of the curtent financial year
This has not been included within cteditors as it was not approved before the year end

Dividends paid during the year comprise a final dividend of 16 5p per share in respect of the previous vear ended 30
June 2009 together with an mterim dividend of 6 3p per share in respect of the vear ended 30 June 2010

Marhet value of land and buildings

In the opinion of the Directors the market value of land and buildings of the Group 1s not significantly different from
the net book value

Policy and practice on pavment of creditors

Whilst the Group does not follow any code or standaid on payment practice 1t was the Group s policy for the vear
ended 30 June 2010 to pay supphets for habilities mcuried by the Group in accordance with the terms of payment
agreed with cach indwidual supplier  When disputes atise attempts are made to resolve them promptly and amicably
to ensure delays in payment are kept to a mimimuim
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Directors’ report (contmued)

Directors and Directors’ interests

The Directors who held office at the end of the financial vear and ther interesis i the shares of the Company
according to the register of Directors inierests were as follows
Ordinary shares of £1 each in H&H Group ple

At 30 Junc 2010 At 30 June 2009
AM Bowe 4,403 3778
MIL Cowen 15,650 14 000
DM Harrison 4,366 4 366
AG Houston 972 972
1C Lancaster 5,290 5290
ML Scout 4,000 2500
BE Richardson 454 250
[rustee sharcholdings
Employees [rust Fund 208,000 208 000

M1 E Cowen and DM Harrison were trustees of the Employee hust Fund throughout the yeat

IC Lancaster having served three vears as a Director resigns in accordance with the Articles of Association and
bemng ehigible offers himself for 1e-election

According to the register of Duectors interests no nights to subsciibe for shares in or debentutes of Group
companites were granted 1o any of the Directors o1 thewr /mmediate famihies or exercised by them during the
financial year

Board committees
There are thiee petmanent committees of the Board

I The Audit Committee 1s chayred by [C Lancaster  The remaining members of the Committee are AM Bowe and
MIE Cowen All members are non-cxecutive Directors  Then terms of reflerence mclude the review of the
Annual and Intenim Repoit and Accounts ssued to shareholders the accounung policies of the Group
comphance with Fimancial Reporting Standaids internal controls and the planning scope and conclusions of the
external Auditors programme

2 The Remuneration Comnuttee 1s chaited by DM Harrnson  The temaining members of the Commitiee are AM
Bowe and IC Lancaster All members are non-executive Directors  Their dunies are to review and recommend
the basic salary benefits in kind terms and condisons of employment including performance related payments
and pension benefits of executive Directors and senior executives

3 Due to the size of the Board the Nonination Commnttee comprises the entire Board
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Directors’ report (continued)

Political and charitable contributions

The Group made no pohiical contributions during the year (2009 )  Donations to UK chanues amounted to
£1566 (2009 £2,758) In addition the Group conunued to provide donations and sponsorship to the agnicultural
industry and local community which amounted to £13 633 (2009 £/0 372) 1n the vear

sclosure of informauon to auditotrs

The Directors who held otfice at the date of approval of this Directors’ report confirm that so far as they are each
aware there 1s no relevant audit information of which the Company s auditors are unaware and each Director has
tahen all the steps that they ought to have tahen as a Director to make themselves aware of any relevant audn
mformation and to establish that the Company s auditois 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 1s 1o 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 temains committed to the principles of good corporate
governance and to achieving high standards of busmess integnity and professionalism across the Group Compliance
with the Code has also tahen into account the needs and resources of the Group

The Board and Directors

At the date of this repoit the board had seven members the non-executive Chanman five non-executive directors
and the Chief Executive No individual or group of individuals dominates the Board s decision-making and
collecuvely the non-executive Duectors bring a wide tange of experience and espertise as they all currently occupy
substantive positions m commereial and puble hfe

I'he 1oles of the Chawman and Chief Executive are clearly defined the Chairman 1s 1esponsible for ensuring that the
Boaid fulfils uts responsibilities to develop the strategy and dnection of the business and for providing overall
leadership he 15 also 1esponsible for chairing the board meeungs the annual general meeting and the nomination
committec [he Chief Executive 1s respensible fot the day to day iunming of the operations and with the support of
the group executive management team, for implementing the Board s stiategy

The Board met seven times during the vear 1t has a formal schedule of matteis specifically reserved to 1t for
decision ncluding corporate sirategy approval of budgets and ongoing financial results new Board appointments
propesals for dividend payments and capital expenditure projects Dhirectors 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 umely access to all televant information ensuring efiective leadership and contiol of the Group for the benefit of
shaieholdets customers and staff

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

Internal control

The Directors acknowledge their responsibility for the system of tnternal control and the management of all forms
of business nsk which continues to be an important factor 1n the protection of value for our sharcholders Any
system can only be designed to manage rather than ehiminate the nsk of fallure to achieve business objectives and
can provide only reasonable and not absolute assurance aganst failing to aclueve objectives or matenal
misstatement or loss

The Board delcgaies nisk asscssment and the identufication of muigaung action 1o the individual operating
company management teams with the assistance of the Group Accountani 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 nisk management gencrally In addition, the
individual operating company boards provide monthly reports on performance and engage 1n regular dialogue with
the Chief Executive on progress

Key business nisks are identified and evaluated and the effectivencss of financial controls and processes 1s
monitored Any changes i the status and control of nisks arc noufied to the board

The audit comnutice 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 Commuttee without the executive Directors being present

The health & safety of our staff, customers and visitors remains of utmost importance and our apponted safety. fire
and first aid officers, are provided with traiming, access to appropnate equipment and opportunities to discuss their
rolcs beyond legislative requarements

Compliance with the requurements of the Financial Services Authonty, the Department for Business Innovation
and Skiils and vanous other professional and regulatory bodies complements the existing mnternal control systems
across the Group

Relations with Shareholders

The Board values the opimons of sharcholders and as such, encourages the occasion of the Annual General
Meectung as an opportunity for individual shareholders to share their views

By order of the Board

Margaret Irving

Company Sccretary 23 September 2010
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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 statemenis in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial vear Under that law they have
elected to prepare the group and parent company financial siatements 1n accordance with UK Accounting Standards
and apphicable law (UK Generallv Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fan view of the state of affars of the group and parent company and of the Group's prefit or loss for that
peviod In preparing each of the group and parent company financial statements the duectors are required to

+  select suitable accounting policies and then apply them consistently
* mahe judgments and estimates that are reasonable and prudent

» state whether applicable UK Accounting Standards have been followed subject 10 any matenal depariures
disclosed and explamed n the financial statements

* prepare the financial statements on the gong concern basis unless 1t 1s mappropriate to presume that the group
and the parent company will continue 1n business

The duectors are tesponsible for heeping adequate accounting tecords that are sufficient to show and explan the
parent company's uansactions 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 takhing such steps as are reasonably open to them to safeguard the assets of the group and to
prevent and detect fraud and other wrregularities

Ihe directors aie tesponsible for the mamtenance and integrity of the corporate and financial information mncluded
on the company's website Legislation in the UK governing the prepaiation and dissenunation of financial statements
may differ from legislation 1n other yunisdictions



KPMG LLP

Quayside House
110 Quayside
Newcastle upon Tyne

NE1 3DX
United Kingdem

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

We have audited the financial statements of H&H Gioup plc for the vear ended 30 June 2010 set out on pages 17 to
44 The financial tepotung framework that has been apphed in thewr preparation 1s applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice)

-

I'his 1epert 1s made solely to the company's members as a body 1 accordance with Chaptet 3 of part 16 of the
Companies Act 2006 Our audit work has been undertahen so that we nught state to the company’s members those
matters we ale required to state to them n an auditois’ report and for no other purpose Io the fullest extent
petnntied by law we do not accept or assume responsibility to anyone other than the company and the company's
members as a body ot our audit work. for this teport or for the opinions we have formed

Respectis e responsibilities of directors and auditors

As explamed mote fully in the Directots' Responsibtlities Statement set out on page t4, the directors are responsible
for the preparation of the financial statements and lor being satisfied that they give a true and farr view Our
responsibihity 1s to audit the financial statements in accordance with applicable law and International Standards on
Auditmg (UK and heland) 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 desciipuon of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/UKNP

Opinion on financial statements
In ow opinton the financial statements

e give a true and fan view of the state of the group's and the parent company's affairs as at 30 June 2010 and of
the group's profit for the yvear then ended

s have been propeily prepared n accordance with UK Generally Accepled Accounting Pracuce and
* have been prepared in accordance with the requirements of the Companies Act 2006
Opmion on other matter prescribed by the Companies Act 2006

In owr opinion the information given in the Directors' Report for the financial year for which the financial statements
are prepaied 1s consistent with the financial statements




Independent auditors’ report to the members of H&H Group ple (conrinued)

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
vou 1f m our opinion

s adequate accounting records have not been hept by the parent company or returns adequate for our audit have
not been recerved from branches not visited by us or

e the patent company financial statements are not in agreement with the accounting records and 1eturns or
o certan disclosures of duectors' remuneration specified by law are not made or

s we have not 1eceived all the information and explanations we require for ow audn

Mo A

Nick Plumb (Senior Statutory Auditor) ~

for and on hehalf of KPMG LLP, Statutorv Auditor 23 September 2010
Chartered Accountants

Quayside House

110 Quayside

Newcastle upon l'vne

NE1 3DX
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Consolidated Profit and Loss Account
Jor the year ended 30 June 2010

Note
lurnosver Z2
Opcrating costs
Othwr opurating meome 3
Operating profit
Profit/tloss) on sale of fized assets
Interest reevivable
Interest pavable 7
Other finance costs S
Profit on ondinary activities before taxation 28
Las on profit on ordinary acivitics g
Profit for the financial year 19

H&I Group plc

Annual Report & Accounts

30 june 2010

2010 2010 2010 2009
£000 £000 £000 £000
Excludimg Profit on I otal
profit on disposal of
disposal of land
land
9516 - 9,516 9 038
(7459 - (7.459) (7 130)
78 - 78 72
2,138 - 2,135 1 960
6 665 671 (15)
6 - 6 12
(695) - (69%) (882)
(82) - (82) (98)
1.370 665 2,038 977
(205) (1583) (358) (269
1165 512 1,677 708

The Group s turnover and operaung profit for both the current and preceding financial vears derive from continuing

operations



Consolidated Balance Sheet
at 30 June 2010

Fixed assets
Intangible assets
Tangible asseis
Investments

Current assets
Stocks
Debtors

Creditors. amounts falling due within one year

Due within one year
Debtors due afler more than one year

Net current assets

Net assets excluding pension habihties
Pension Liabihities

Net assets including pension liabilities

Capital and reserves
Called up share capital
Revaluation reserve
Profit and loss account

Shareholders’ funds

Note

12
13
14

135
16

17

16

22

18
19
19

2010
£000 £000
263
8,058
5
8,326
267
23,877
24,144
(18,002)
{5,957)
12,099
6,142
14,468
(794)
13,674
1,040
3,444
9,190
13,674

H&H Group ple

Annual Report & Accounts
30 June 2010
2009
£000 £000
327
7,068
5
7.400
301
23,806
24,107
(19,301)
(7.461)
12,267
4,806
12,206
(629)
11,577
1,040
2,633
7,504
11,577

These financial statements were approved by the Board of Directors on 23 September 2010 and were signed on 1ts

e e B

behalf by

BrnanRithar
Chief Executive

Registered number 36006

Alan Bowe
Chairman
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Company Balance Sheet
at 30 June 2010

Fixed assets
Tangible assets
Investments

Currcnt assets
Debtors
Cash at bank and mn hand

Creditors amounts falling due within one year
Net current habilities

Net assets excluding pension habilities
Pension habihties

Net assets including pension habilities

Capital and reserves
Called up share capital
Revaluation reserve
Profit and loss account

Shareholders’ funds

Note

13
4

1o

17

22

18
19
19

2010
£000 £000

7,406
121

7,527

116
122

238
(302)

{664)

6,863
(794)

6,069

1,040
3,444
1,585

6,069

—_—

£000

1,097

1,097
(1,720)

H&H Group ple
Annual Report & Accounts
30 June 2010

2009

£000

6,394
121

6,515

(623)

5,892
(629)

5,263

1,040
2,633
1,590

5,263

These financial statements were approved by the Board of Directors on 23 Scptember 2010 and were signed on 1ts

behalf by

Brian Richardson
Chicl Executive

Registered number 36006

sy ™~

Alan Bowe
Chairman

G



Consolidated Cash Flow Statement
Jor the year ended 360 June 2010

Cash flow statement

Cash flow fiom operaling activities

Returns oo iy estments and servicing of finance

laxation

Caputal expendituie

I mancial investment

Duvidends pad on shares classuied in sharchotders
lunds

Increase tn cash in the year

Reconcihation of net cash flow
to movement in net debt

Change n net debt resulting from cash flows

Movement in net debtin the year
Net debt at the start of the yvear

Net debt at the end of the vear

H&H Group ple
Annual Report & Accounts
30 June 2010

Note 2010 2009

£000 £000

23 2,429 2 800
24 (6] (87
(246) (278)
24 258 (410}
24 142 1 306
(239) (208)

1,655 2340

23

1,655 2 340

1,655 2 340
(17,092) (19 432)
(15437 (17092)

20



Consolidated Statement of Total Recognised Gains and Losses
Sor the year ended 30 June 2010

Profit for the financial year

Actuarial loss recogmsed 10 the pension scheme
Deterred tay anising on loss in the pension scheme
Unreahsed surplus on revaluanon of properiies

Total recogmised gains and losses relating to the finaneial vear

Note of Consolidated Historical Cost Profits and Losses
Jor the year ennded 30 June 20110

Repaorted profit un ordmary activities before tavation

Realisation ot propurty revaluation gams of provicus vears

Dittarence between g histotieal cost depreciation charge and the aciual depreciation charge
calculated on the revalued amount

Historeal cost profit on ordinary actisities before taxation

tistortcal cost profie for the seat retaned after taxation and d wlends

H&H Group ple
Annual Report & Accounts
30 June 2010

2010 2009
£000 £000
1.677 708
(215) (43)
60 12
814 .
2.336 677
2010 2009
£000 £000
2.035 977
3 2
2.038 979
1441 502




Reconciliation of Movements in Shareholders’ Funds

Sor the vear ended 30 June 2010

Piofit/{loss) for the financial vear
Dividends on shares classtlied i sharcholders
funds

Retamed profit/{loss)
Net losses i respecd of FRS 17
Revaluauon of land and butldings

Net addition to /(reduction in) shareholders’

funds
Opuming shaicholdas funds

Closing shareholders™ funds

2010
£000

1677

(239)

1438
(155)
814

2,097
11.577

13,674

Group
2009
£000

708

300
(31)

469
1h 108

1t 577

H&H Group ple
Annual Report & Accounts
30 June 2010

Company

2010 2009
£000 £000
386 (329
239) (208)
147 (337)
(155) (30
814 -
806 (568)
52063 5 831
6,069 3263

]
(]




H&H Group ple

Annual Report & Accounts
30 June 2010

Notes
fornung part of the financial statements)

1 Accounting policies

The following accountuing polictes have been applied consistently in dealing with items which are considered
miaterial In relatuon to the financial statements

Basis of preparation

The financial statements have been prepared in accordance with apphcable accounung standards and under the
historical cost accounting 1ules modified to include the revaluation of land and buildings

Basm of consolidation

The consohdated financial statements nclude the financial statements of the Company and its subsidiary
undertahings made up to 30 June 2010 The acquisiion method of accounting has been adopted Under this
method the results of subsidiary undertakings acquited o1 disposed of in the year are included m the consolidated
profir 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 15 exempt from the requirement to present 1ts own
profit and loss account

Goodwil!

Puichased goodwill {represenung the excess of the fan value of the considetation given over the fair value of the
sepaiable net assets acquired) 15 capitalised Positive zoodwill 1s amortised to il by equal annual mstalments over
its estimated useful hile which 1s a period of between five and fifteen years based on the minimum petiod the
Duectors believe the Group will benefit fiom these mvestments

On the subsequent disposal ot tetimination of a business the profit or loss on disposal ot termination 1s calculated
atter charging the unamottised amount of any related goodwili

Tangible fixed assets and depreciation

langibles fived assets are valued at historical cost with the exception of fieehold land and buildings which are
revalued

Depieciation 1s provided to write oft the cost or valuation less the estimated residual value of tangible fined assets
over thewr estimated useful economic lives as follows

Freehold land - nil

Freehold buildings (office developments) - 50 years (suaight hine)
Leasehold improvements - Life of lease

Plant and machinery - 15 vears (stratght line)
Motor vehicles - 4 vears (straight line)
Fixtures and fittings - 15% (1educing balance)
Oftice equipment - 5 vears (straight hne)
Computer hardware - 3 years (straight lme)

Computer software - 5 yeais (straight line)

The freehold land and buiidings excluding the office development have been valued as a whole and hence the
building element 15 indistnguishable from the land element  The building element of this valuation 15 deened by the
Directors to be neghgible and therefore no depieciation has been charged on 1t

23
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Notes (contmued)

1 Accounting policies (conunned)

Investinen

In the Company s financial statements mvestments in subsidiary undertakings are stated at cost less amounts writien
off

Leavey
Income

The Group s treatment of finance leases and hire purchase contracts where the Group 1s the provider of capital s to
ctedit the asseciated finance charges to the profit and loss account included in Twnover on a sum of digits basis

Amoums due to the Group under finance leases and hire purchase contracts are imcluded as a debtor at the amount of
the net mvestument m the contract 1€ the net of future receipts from customers less future finance charges

Expendituie

Assets acquued by the Gioup under finance leases and lease purchase contiacts are capitalised in the balance sheet
and a cortesponding creditor 1s included 1n creditors falling due within and after one year as appropnate nance
mterest 1s charged to the profit and loss account on a straight line basis  Rental charges under operating leases aie
chatged te 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 m independently admunstered funds  The amount charged to the profit and loss account 1epresents the
contributions pavable to the schemes in respect of the accounting period

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

Pension scheme assets are measuied using market values  Pension scheme habilites are measured vsing a piojected
unit method and discounted at the cunent tate of retrn on a high guality corporate bond of equivalent term and
cuirency to the habihy

The pension scheme surplus (to the extent that it 1s recoverable) or deficit 1s 1ecogmised n full  The movement in the
scheme surplus or deficrt 1s split between operating charges finance items and m the statement ot total recognised
gains and losses actuarial gams and losses

The defined benefit scheme became paid-up with effect from 28 February 2001 1e members are earning no further
benefit

Stocks and work 11 progress

Stochks are stated at the lower of cost and net realisable value  Work n progress 1eptesents unbilled work stated at
cost plus aitributable overheads

hisurance debtors and credirors

In the normal course of business settlement 1s required to be made wih imsurance companies on the basis of the net
settlement due to or from the Company in question rather than the amounts due 10 ot from the mdividual pattues
which it represents  Insurance debtors and creditors reflect the treatment required by I'RS 5 which precludes assets
and tabihihies being offset unless net settlement 1s legally enforceable
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Notes (contnued)

1 Accounting policies (conttnued)

Tuxation

The charge for taxation 15 based on the profit for the vear and takes into account taxation deferred because of timing
differences between the treatment of certam wems for tarxation and accounting purposes

Deferred tax 1s recognised without discounting n respect of all timing differences between the treatment of certain
items for taxation purposes and accounting purposes which have ansen but not reversed by the balance sheet date,
except as otherwise iequired by RS 19

Classificatron of financtal mstruments isued by the Group

Following the adopnion of FRS 25 financial instruments 1ssucd by the Group are treated as equity (1 ¢ forming part
of shareholders funds) only to the extent that they meet the following two conditions

a) they include no contractual obhgations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financial habifines with another party under condiions that are potenuially
untavouiable to the Company and

b) where the msttument will or may be settled i the Company s own equity nstruments 1t 1s either a non-
derivative that includes no obligation to deliver a vatiable number of the Company s own equity instruments ok
1s a dervative that will be settled by the Company exchanging a fixed amount of cash or other financial assets
tor a fised numbet of 1ts own equity mstiuments

T'o the extent that this definiton 1s not met the proceeds of 1ssue are classified as a financial liabihty  Where the
insttument so classified tahes the legal form of the Company s own shaies the amounts presented tn these financial
statements for called up share capital and share premiuin account exclude amounts 1n 1elation to those shares

Finance payvments associated with financial habihnies are dealt with as part of interest pavable and similar charges
Fmance payments associated with Tinancial mstruments that are classified as part of shareholders funds (see
dividends policy) are dealt with as appropriations in the reconciliation of movements 1 sharehelders funds

Dividends on shares presented witlhun sharehaolders' funds

Dividends unpaid at the balance sheet date are only recognised as a liabihty at that date to the extent that they are
appropriately authorised and are no longet at the discretion of the Company Unpaid dividends that de not meet
these criteria are disclosed n the notes to the financial statements

Turnover

Turnover represents the amounts (excluding value added tax) derived from the piovision of goods and services
(including lease finance — sec above) to third party customers

Casht aad hiquurd resonrces

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

Liguid resouices 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 n an active
market

The group 1s required to hold monies on behalf of ns chients These are held  separate bank accounts They have
been excluded from the cash at bank and in hand balance and offset against the corresponding cieditor balance

[
1%/




Notes (contined)

2 Analysis of turnover and profit/(loss)
Turnover Profit/(loss) before taxation
2010 2009 2010 2009
£000 000 £000 £000
H&H Group 8 3 (288} (328)
Harnson & Hetherington 4,104 4020 639 709
H& 1 Borderway Nnance 2,441 2474 576 432
HEH Bowe 1,248 946 166 78
H& I Insurance Brokers 795 721 191 117
H&EI kg 676 560 110 {4)
& Motor Auctions 244 282 RE 69
9.516 9038 1,428 1073
Amorusation of goodwill (note 12) (64) (81)
Profit/(loss) on sale ol fised
assels 671 (13}
Profit on ordimary activities before tavation 2.035 977

The figues above aie shown befoie accounting for dividends payable within the Group

3 Other operatig income
2010
£000
Rents reeeivable 78

H&1 Group plc
Annual Report & Accounts
30 June 2010

Net assets/(habihities)

2010
£000

6.069

2,226

3,875
528
723
(10)
365

2009
1000

32063
1770
3444 !

393

554

(90)

338

2009
£000



Notes (contmued)

4 Notes to the profit and loss account

Profit on ordinan acinaties before taation s stated
after chargmng/crediing,

Depreaation — owned assels

Amortisation of goodwill

(Profitploss on disposal ot fined assets

Runtals pavable for the hire of other assets under operaung leases

Auduors remune atton
Audit of these financial statuments

Amounts recervable by auditors and their assoctates in respuct of
Audit of tinanaial statements ot subsidearies pusuant 1o such legislation
Other services

5 Remuneration of Directors

Dircctors emoluments

= loes

- Other emoluments

- Company contiibutions 1o money purchase pension schomnes
- Benefits in kind

The emoluments ot the highest paid Director wete £143 638 (2009 £/07,096)

£4 893 (2009 {4 750) were made 10 a personal pension scheme on his behalf

H&H Group ple
Annual Report & Accounts
30 June 2010

2010 2009
£000 £000
237 225
64 81
(679) 15
131 13
9 9

12 12

3 3
2010 2009
£000 £000
45 44

125 99

5 5

24 14

199 162

Company pension contributions of




Notes (contmued)

6 Staff numbers and costs

H&H Group plc

Annual Repert & Accounts

30 June 2010

The average number of persons employed by the Group and Company (including Directors and part time employees)

during the vear analysed by category was as follows

Management
Protessional
Sales
Admunistration
Operations

The aggregate paytoll costs of these petsons were as follows

Wages and salarics
Soctal seeurity costs
Other penston costs (note 22)

Group and Company
Number of employees

2010

15
14
27
65
76

197

2010
£000

3,441

348
108

3,897

2009

15
Il
26
53
76

181

2009
000

3160
319
107

All employment contracts rest with H&H Group ple the parent Company however payroll costs are recharged to

trading subsidiaries as approptiate

7 Interest pavable

On bank overdrafts

On commutted money market loans

8 Other finance costs

Expected returns on pension scheme net assets
Interest on pension schome habthties

2010
£000

692

695

2010
£000

390
(472)

(82)

2009
000

2009
£000
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Notes (comumed)

9 Taxation

Analysis of charge in vear

2010 2009
£000 £000
UK corporation fiux
Current tax on income for the vear 542 278
Adjustment i respect of pror vears {180) -
lotal curment tax 362 278
Deferred tax
Orngimation/reversal of imimg differences 4 )]
Tax on profit on ordinary activities 358 269

Fuctors affecting the tax charge for the current year

The current tax charge for the vear 15 lower (2009 higher} than the standard rate of corporation tax m the UK 28%
(2009 28%) The differences are explained below

2010 2009

£000 £000
Current tax reconciliation
Profit on ordinary activitaes bedore tax 2,035 977
Current tax at 28% (2009 28%) 870 274
Lyfects of
Expenses not deductible {or tay purposes 20 17
Capntal allovwances tor penod (in excess of)less than depreciation (+42) 8
Uulisation of tax losses - (17)
Other tuming ditferences 4 -
Marginal rate tax (14 (13}
Adjustment 10 tax charge in respecd of prior vears (180) -
FRS 17 punsion seheme adjustments + 9
Total current tay charge (see above) 362 278

Factors that nien affect futin e tan char gey
The Company has no unutilised trading losses to carry forward (2009 L)

The UK cotporation tax tate 1s expected to change fiom 28% to 27% trom | Aprit 2011 Any tnung differences
which reveise betote | April 2011 will be charged/credited at 28% and any uming differences which exist at | April
2011 will reverse at 27% The directors do not expect this 1o have a material impact on the financial statements

10 Profit/(loss) tor the financial year

The result dealt with in the accounts of the patent Company was a profit of £386 000 (2009 loss of £329,000)
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Notes (connnued)

11 Divdends

The aggregate amount of dividends comprises

2010 2009
£000 £000
Fimal dividend paid in respect of prior vear but not recogmsed as liabihities i that sear 171 140
Imerim dividend paid in respect of the current vear 68 68
Aggregate amount of dividends paid in the financial vear 239 208

The aggregate amount of dividends proposed and recognised as habilities as at the year endis £mil (2009 £iud)

12 Intangible fived assefs
Goodwill
£000
Group
Cost
At begioning and end of vear 981
Amaortesation
Al beginning of vear 634
Charge 1n s ear 64
At end of year
718
Net book value
At 30 June 2010 263
AL 30 hune 2009 327

30



Notes (commnued)

13 Tangible fixed assets

Group

Cost or valuation
At beginning ot vear
Addions

Disposals
Revaluation

At end of vear

Deprecation

Al beginning of yea
Charge for vea
Disposals
Revaluation

At end of year

Net book valne
At 30 June 2010

At 30 lune 2009

Freehold
land and
buildings

£000

6 360
186
(i
766

7.301

38
19

(48

7.292

6322

Motor
vehicles
+000

459
160
(122)

497

H& T Group plc

Annual Report & Accounts

Plant, fittings
and computers

£000

1124
147
{80}

1,161

617
129
74)

672

489

30 June 2010

Total
£000

7 943
463
(213)
766

8,959

875
237
(163)

{48)

9201

8,058

7 008

The following information ielates to tangible fixed assets carried on the basis of 1evaluations in accerdance with FRS

15

Land and buldings

AL2010/2007 open market value
Aggregate depreciation thereon

Net book value

Historical cost of revalued assets
Aggregate deprecianon thereon

Hhistorical cost net book value

Group and Company

2010
£000

7,301
(&)

7,292

3,932
(84

3,848

2009
£000

6192
(38)

6 154

3589
{68)

3521

All of the Group s ficehold land and buildings were 1evalued in June 2010 and the surplus of £814 000 taken to the

revaluation 1eserve

I'he properties were valued at existing use value or mathet value as appropriate by Waiton

Goodland Chartered Surveyors i accordance with the RICS Appraisal and Valuation Standards 5™ Edition

Other 1angible fived assets inctuding additions subsequent to the revaluation ot land and buildings, are included at

cost

Land and buldings tnclude an amount of £6 563,724 which 13 not depieciated (2009 £3,498 450)
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Notes (contmuecd)

13 Tangible fixed assets (contmued)
Freehold
land and
butldings
£000
Company
C()H' or valtation
At beginning of vear 6 360
Additions 186
Disposals (n
Revaluation 766
Atend of vear 7,301
Depreciation
Albeginning of vear 38
Charge for vear 19
On disposals -
Revaluation (48)
At end of year 9
Net book value
At 30 June 2010 7,292
A1 30 lune 2009 6322

14 Fixed asset investments

Group

Cost and net book value
At beginning and end of vear

Company
Subsidiary

undertaking
£000

Cost and net book value
Atbeginning and end of year 16

Plant, fittings

H&H Group plc
Annual Report & Accounts
30 June 2010

and compufers Total
£000 £000

175 6 335

88 274
(89) (100}

- 766

174 7,475

163 141

26 43
(69) (69)
- {(18)

60 69

14 7,406

72 6394

Other

investments Total
£000 1000

5 5

Other

mvestments Total
£000 £000

5 121
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Notes (contmued)

14 Fived asset investments (comtumied)
Country of Class and percentage
mcorporation of shares held Company
b 2010 2009
3 £
Subsichany undertahings
Harrison & Hetherington Linuted' England 1000 160 100
Beacon Borderway Limited? Lngland 1000 100 100
Borderway armstock Linuted® England 1000 100 100
& Borderway Mnance Linuted' Lngland 1000 1.000 1 000
&N Bowe Limated! Lngland 1000 100 100
H& 1T Insurance Brokers Linited’ England 1000 113.715 113715
H& I King Limied Lngland 1000 100 100
H& I Motor Auctions Lned! England 1000 1.000 1000
Harrisant & Hethermgton (Scotland) Limicd®  Scotland 1000 100 100
L& Borderway Limited® Lngland 1000 100 100
Other nnestimenis
Other unhsted investments 4.500 4 500
120.215 120913

See Directors’ 1epott {(page 10) for pnincipal activities
Doimant throughout cutrent and prior vear

Other unlisted investments consist of ordinary shares in compantes at cost less provisions for diminution in value

15 Stochs
Group

2010 2009
£000 £000
Waork in progiess 235 265
Livestoch 24 23
Stoch of goods 8 13
207 301

T
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Notes (conimued)

16 Debtors

Trade debtors
Amounts reeenvable on finance
contracts by
- Harmson & Hethenngton Limied
- H&H Borderway Finance Limited
Onher debiors
Prepayments and acaued mcome
Amount owed by group undertakings

Finance contracts debtors analysis

Net mvestment 1

Ilire purchase
Iinance leases
Other inance debtors

Of which the amount due alter more than ong year

Original asset value of vehicles on which hire purchase and finance

lease agreements weie made during the vea

H&H Group plc
Annual Report & Accounts
30 June 2010

Group Company
2010 2009 2010 2009
£0060 000 £000 £000
2,714 2 588 2 -
50 35 - -
20,085 20227 - -
- 104 - 67
1,028 832 114 2]
- - 1 009
23.877 23 R06 116 1 097
Group
2010 2009
£000 £000
18,894 18 879
19 43
1,255 1407
20,168 20329
Group
2010 2009
£000 £000
12.099 12 267
12,076 11072

34



1H&H Group ple

Annual Report & Accounts
30 June 2010

Notes (contmued)

16 Debtors (continued)

The Group has an unrecogmsed deferred tax asset of £68 000 (2009 £/4 000} and the Company has an
unrecognised defetred tav asset of £75 000 (2009 £24 000) m 1espect of tax Josses and other items available to carry
forward These assets have not been recogmsed as their future recoverability against tanable profits cannot be
foreseen with reasonable cenainty

The elements of unprovided deferied tax are as follows

Group Company
2010 2009 2010 2009
£000 £000 £000 £000
Diffcience between accumulated dopreciation and capital

allowances 18 4 (2) (6)

Other tining difterences (13) (1N - -
Unised tan losses (73) (18) (73) (18)
(68) (14) (75) (24)

No deferred tav habilhity has been recognised on the revaluation of land and buildings as at the balance sheet date
there were no binding commitmems to sell these properties

The amount of tax which would become payable only 1f the properties were sold without it being possible to clatm
tollover tehief 15 estimated at £600,.000 (2009 (400 000)

Following the adoption of RS 17 a deferred tax asset of £308 000 (2009 £244 000) has been recognmised 1n relaton
1o the defieit on the defined benefit pension scheme at 50 June 2010 (sec note 22}
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Notes (contmued)

17 Creditors: amounts falling due withim one vear
Group Company

2010 2009 2010 2009
£0006 £000 £000 £000
Bank ovirdrafts 437 1092 - 571
Commutted money market lodans 15,000 16 000 - -
| rade creditors 864 632 - -
Amounts owed 10 Group undortakings - - 358 433
Corpotation tax 833 720 452 432
Other tavation and social security 186 263 3 |
Accruals and detorred mncome 682 592 89 263
18.002 19 301 202 1720

Fhe bank overdrafts and committed money market loans are secuted by cross guarantees and debentures and charges
over certain of the Group s freehold property and finance assets

At 30 June 2010 the gioup was holding £895 008 on behalf of its chents [his cash balance has been excluded ftom
the cash at bank and in hand balance and has been offset against the associated creditor balance

Fair value of assets and habilities
e Group and Company has denvative financial insttuments that 1t has not tecognised at fan value as follows
Interest rare swap

the Group and Company have entered into interest rate swap agieements with Clydesdale Bank At 30 June 2010
all £135,000.000 of the committed money marhet loans were covered by these instruments At 30 June 2010 the fau
value of the Gioup and Company s obligations under the insttuments weie £192.566 (2009 £302 727)

18 Called up share capital
2000 2004
£000 000
Authormed
3 000 000 ordimary shares o t1each 3,000 3 000
Altotted called up and fislhy paid
1 040 000 ordinarv shares of Llcach 1.040 1 040
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19 Reserves
Profit
Group Revaluption and loss
reserve account
1000 £000
Atthe begimning off vear 2633 7904
Profit lor thy year - 1 677
Dividends on shares classificd 1 shareholders tunds - (239
Actuanal loss recogmised m the pension seheme - (215)
Deterred tay ansmg on loss in the pension scheme - 60
Transiurs (3) 3
Revaludtion of prapeity 814 -
Atend of vear 3,444 9.190
2010 2009
£000 £000
Profit and loss reserve excluding penston habiliies 9,984 8533
Penston labilities (794) (629)
Profit and loss reserye includmg pension habilities 9,190 7 904
Profit
Company Rev:luation and loss
Reserve account
000 £000
Atbigimning of vear 2633 1 390
Profit for the sear - 380
Dividends on shares classefied in sharcholders tunds - {(239)
Actuanial loss recogmsed in the ponsion scheme - (213)
Deferred tax arsing on loss i the pension scheme - 60
Iransters (3) 3
Revaluation ol property 814 -
At end of year 3444 1.585




Notes (continued)

19 Reserves (contimied)

Protit and loss resern e excluding pension habilines
Pension habilities

Profit and loss reserve e luding pension habilities

20 Contingent habilities

H&H Group plc
Annual Report & Accounts
30 June 2010

2010 2009
£000 £0060

2,379 2219

(794) (629)

v in
oo
h

At 30 June 2010 the Company was paity to unlimited cross guarantees with its subsidiary undertakings

Ihe Company has given an mdemnity for personal guarantees made by the Directors of the wholly owned substdiary
H&H Insurance Bichers Limited to insurance companies under certain agency agreements

21 Comumitments

The Group and the Company had conttacted capital commitiments of £898,000 at the end of the current year

(2009 tnil)

Annual comumitments under non-cancellable opetaung leases ate as follows

Group

Opurating leases which vspire
Within one vea
In the seeond o Gifth years mclusive
Over five vears

Company
Operaung leases which expire
[n the one vear inclusive

l.and and
buildings
£000

12
51

Land and
bumldings
£000

2010

2010

Other

£000

39
27

66

Other

£000

2009
I and and Other
buildings
£000 £000
2 1
14 57
51 -
67 38
2009
Land and Other
buildings
£000 £0600
- 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
pavable by the Group to the schemes and amounted to £108 000 (2009 £107 213)

There were no outstandmg or prepaid contributions at either the begiming or end of the financial year

I he 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 earming no further benefits  The Jatest full actuanal
valuation was carried out at | July 2007 by a quahified independent actuary

It has been agreed that an emplover contribution will apply n future vears
Group and Company

2010 2009
£000 1000

Present valuc ot funded defined benetit
obligations (9.733) (7 887)
barr value of plan asscts 8.631 7014
Deficnt (1,102) (873)
Related deterred tan asset 308 244
Nt labili (794) (629)

Movements i present s alue of defined benefu obliganion
Group and Company

2010 2009

£000 £000
At Tuly 7.887 73554
Inturest cost 472 450
Actuanal losses 1413 -
Bencdits paid {39) (117)
At 30 lune 9,733 7 887

Movements in fan value of plan assets
Group and Company

2010 2009

£000 1000
Al July 7.014 6755
Lspecied return on plan asscls 390 352
Actuanal gans/(losses) 1.198 (43)
Contutbutions by emplover 68 67
Benefits pad (39) (117
AL3D lune 8.631 7014
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22 Pension schemes (connnued)

Expense recognised i the profit and loss accownt
Group and Company

2010 2009
£000 £000
Intercst on defined benefit pension plan obligation (472) (450)
ypected return on defined beneiit pension plan assets 390 352
Total (82) (98)
The expense 1s tecogmised n the following Line tems in the profit and loss account
Group
2010 2009
£000 000
Othur finance cosis (81) (9%)
Analysis of amount 1ecogmsed m statement of total iecogmised gamns and losses
2010 2009
£000 £000
Actual return loss expected 1cturn on scheme assets 1,198 (43)
Changes i assumptions underlving the presant value of schemc liabihities (1413) -
Actuanial loss recogniscd in statement ot total recogmised gams and losses (21%) (43)

Cumulattve actuarial gams ieported in the consohdated statement of totai 1ecogmised gans and losses for accounting
penods endimg on o1 after 22 June 2002 and subsequently mcluded by prior year adjustment under paragraph 96 of
RS 17 are £888 000 (2009 L1 103 000) Company £888 000 (2009 £1 103,000

The fanr value of the plan assets and the teturn on those assets were as follows
Group and Company

2010 2009

Fair value Fair value

£000 £000

I"quitics and Property 505 312
Bonds 594 83
Insurance policv 7.441 5951
Other 91 668
8.631 7014

Actual return on plan asscls 1,588 309
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Pension schemes (contmuned)

The fair value of the scheme s assets which are not mtended 10 be reahised in the short term and may be subject to
significant change before they are realised and the present value of the scheme s habilities which are derived from
cash flow projections over long pertods and thus mherently uncertain were

The expected return on assets 15 a weighted average of the individual asset categories and then expected rates of
retuin  which are determined by consideration of historical expenience and current market factors  The rate of
merease in pensions in payment and deferred penstons 1s 1n accordance with the scheme rules

Piincipal actuanal assumptions (expressed as weighted averages) at the vear end were as follows
Group and Company

2010 2009

0 a o, o

Discount rate applied to scheme habihities 53% 6 0%
Expected rate ot return on plan assets 53% 3 5%
Future salars mercases J 4% wa
Inflation assumption 3 4% 3 3%

The rate of mcrease n pensions i pavment and deferied pensions 1s in accordance with scheme rules

The assumptions used by the actuary are chosen from a range of possible actuanial assumptions which due 1o the
umescale covered may not necessarity be botne out m practice

Che mortality assumption adopted for the purposes of the calculations as at 30 June 2010 15 as follows

»  Basetable 92 series

*  [uture mortahty imptovements medium cohort projections from 1992 onwards

Average life expectations

2010 2009

Yo Yo

Malcretimmg at reporting date at age 635 (inyears) 221 221
Malcretnmg at reporting daie +20 vears dat age 63 (in vears) 232 231

Members arc assumed to retire at the earliest age at which they can take full pension unreduced

assumed to opt 1o tahe 50% of the maximum cash by commutation at retirement

The expecied rates of retwn on the assets in the scheme were

L.ong term rate

I ong term rate

Long term raic

[ ong term rate

Members are

Long term rate

of return of return ol retwin of return of reiwrn

2010 2009 2008 2007 2006

Insurance pohcy 53% 6 (% 5 4% 5 4% 5 4%
Other (cash on deposit) 1 0% 1 0% 4 0% 4 0% 4 0%
Equities and propertics 6 3% 6 5% 6 5% nfa
Bonds 53% 6 0% 6 0% nfa
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Pension scheme (commued)

History of plans

In accordance with FRS 17 95C the Group has chosen not to restate the corresponding amounts for the first of the
previcus four accounting penods for the effect of using the current bid-price rather than the mid-market price

The history of the plans for the cuirent and prior petiods 1s as foflows
Group and Company

Balance sheet

2010 2009 2008 2007 2006

£000 £000 £000 £000 1000

Present value of scheme hatnhies (9.733) (7 887) (7 334) (7779 (7772)
Fair valuc ot schome assets 8,631 7014 6 7353 6 598 6 267
Deficit (1.102) (873) (799) (1181 {1305)

History of experience gains and losses
20010 2009 2008 2007 2006

Difterence boetween the espectud and actual return on schome assets
Amount (£000) (1.198) (43) (331) 410 27

Percentage of vear end schume assets 14% 1% 5% 6% 0

LExperience gams and Tosses on schome babylities

Amount (£000) - - 470 - -

Percentage ot vear end present value ol scheme habibitics 0% 0% 6% 0% 0%
Total amount recognised m statement of total recogmised gams and losses

Amount (£000) (215) (43) 281 236 27

Percentage of vear end prosent value of scheme habihities 2% (1%%) 4% Yo 0%

The defined benefit scheme became paid up with eftect from 28 Febinaty 2001 1 e membeis are earning no further
benefits and no turther members are being adnuited  The last full actuanial valuation of this scheme was cairied out
bv a qualified independent actuary as at | Julv 2007 and updated to 30 June 2010 to take account of the requirements
of FTRS 17

The Gioup expects to coninibute approsimately £103 600 10 1ts defined benefit plans in the next financial vear
(Company £103 600)



Notes (conunued)

23 Reconctlation of operaung profit to operating cash flows

Group opurating profit

Deprecaation amortisatton and imparrment charges
Decrease 10 stocks

{Increase)decrease n debtors

Increase in crediors

Movenwent an pension/t RS 17

Net cash inflow from operating activities

24 Analvsis of cash MMows

Returns on im estment and servicing of finance
Interest reeened
Interest paid

Capital expenditure
Purchase of tangible fined assets
Saie of tangible fised assets

Fmancial investment
Investment in subsidiary undertahing finance contracks

25 Anaivsis of net debt

IBank overdraits
Committed money mathet loans

I otal

At beginming
of vear
£000

(1 092)
{16 000)

(17 092)

—_——

Cash flow
000

635

1 000

1 655

e
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2010
£000
2,135
301
3
(280)
310
(7n

2,429

2010
£000

6
(693)

(689)

(472)

730

258

142

Non cash

£000

30 June 2010

2009
£000

1 960
306
18
424
159
{67)

2 800

2009
£000

12
(882)

(870)

(431
41

(410)

1306

At end of
year
1000

(437)
(15 000)

(15437}
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26 Related party disclosures

There are no matertal related party transactions in either the current or previous vear
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