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CLUGSTON GROUP LIMITED

CHAIRMAN'S STATEMENT

The ongms of Clugston Group can be traced back to the formation of Clugston Cawood Ltd on the 1 November 1937
when my father, Leonard Ciugston, or 'LG' as he was affectionately known, supervised the construction of two new
plants - a blast fumace slag crushing and screening plant producing aggregates, railway ballast, biological filter media
and surface dressing chippings and also the then most modern coating plant in the country producing tarred and
bituminous macadam

As iron and steelworks closed throughout the country, the company had to diversify and it 1s, therefore, fitting that three-
quarters of a century later we have grown ito a group of highly specialised businesses in construction, distnbution and

property development

| am delighted to report that Clugston Group 1s celebrating 75 years In business by delivering significant improvements in
revenue, margin and cash balances Group turnover increased by 28% from £65m to £83 8m and we reversed a loss of
£4 4m to deliver a profit before taxation of £2m Cash balances increased more than eight fold from £1 86m to £15 75m

In recognitron of this set of results, a final dividend of 5p per share will be recommended by the Board of Directors for
approval at the Annual General Meeting and would be paid on 6 July 2012 to shareholders on the register as at 28 June
2012

We remain optimistic about the future as we have secured an impressive forward order book in our construchon
business, we are entenng new markets in our logistics business and our property development activities are making
considerable progress However, it does remamn our view that the medium term economic outlook will remain difficuit as
there are no signs of any imminent return to the growth of the pre credit-crunch days

in celebration of our 75th anniversary we wish to leave a legacy by supporting a number of local and naticnal charnties
Throughout the coming year we will be organising many fundraising activties with the objective of raising £75,000 for
worthy causes | am immensely proud of all the hard work and effort our employees are putting into reaching this target
| know it will be well received by the vanous chanties in these austere times

Finally, on behalf of the Board, | would like to thank all of our loyal employees, supply chain partners, shareholders,
customers and advisers for their contmued support We look forward fo celebrating the Queen's Diamond Jubilee, the
Olymptcs and the 75th Anmiversary of Clugsten Group Limited

J GSTON
arrman

26 Apnil 2012




CLUGSTON GROUP LIMITED

CHIEF EXECUTIVE'S REVIEW

Overview
The year to 31 January 2012 resulted in profit before taxation of £2 Om
The Group's performance 1s analysed as follows 2012 2011
£000 £000
Operating profit/(loss) before exceptiona! items
Construction activities 4,219 (2,318)
Logistics activities {454) {218)
Propenrty and other activittes (693) {(112)
3,072 (2,648)
Exceptional tems (877) (1,292)
Net interest payable (184) {435)
Profit before taxation 2,011 (4,375)

Construction

We are pleased to report a 34% increase in turnover from £55m to £73 8m and a return to profitability given the
continued challenging conditions in the construction market A key dnver for this significant improvement was our
success In securing three major contracts in the energy from waste sector, in conjunction with our joint venture partiner,
Constructions industnelles de [a Méditerranée SA, at Lincolnshire, Staffordshire and Oxfordshire These three schemes
will add to our sigmficant forward order book and we are delighted to have been selected as preferred bidder on three
further major energy from waste schemes

We are, however, fully aware that the construction market will remain tough, in terms of both declining work opportunities
and increasingly aggressive price levels, for some years to come Indeed, as a resuit of expenencing a significant drop in
volume In relation to AMPS spending by the regulated water companies, we have now withdrawn from the dramnage
rehabilitation market We have also made the decision to wind down our reactive maintenance business in Scotland
which provided a local authonty with specialist drainage services

Secunng profitable work continues to be a challenge Nevertheless, we are confident of our ability to deliver both year-
on-year turnover and profit growth as highhighted by recent successes in securing work within the energy from waste,
leisure, health, education, industrial and commercial sectors Our faciliies management capability continues to grow We
are pleased to have secured work with a number of new industnal clients Furthermore, good progress has been made
with our refurbishment and fit-out business

Logistics

Turnover increased slightly to £9 8m from £9 6m, however margins remained under pressure resulting :n a £0 45m loss
which was a further reduction on last year's result of a £0 22m loss Continuing pressure from fuel costs affected the
operation with year-on-year fuel spend increasing by £0 4m Whilst the majority of this cost was protected by customer
fuel mecharsms, the time lag on such recovery and those customers with no mechanism accounted for an under
recovery of £0 12m

The business continues to be impacted by the loss of a major contract in the bulk industnial powders transportation
sector in the previous year We are begmning to mitigate this impact by securing workload from new customers due to a
recent upturn in demand Our new specialist intermodal powder operation 1s growing from a standing start by moving
customers' containers from Hull, Immingham and Teesside

Our steel transportation, warehousing and commercial vehicle maintenance actvities are continuing to offset general
market volume reductions through diversification whilst volumes in our bulk food activities remain flat

As part of our strategic wision to diversify operational services into new market sectors, we invested in eight new tractor
uruts to establish a curtain sided fleet This fleet entered service in September and 1s already working for a broad range
of new customers To further complement our specialist fogistics services, we recently made the decision to invest in
four new 44 tonne tanker combinations to allow us to enter the fuel distnbution market These tankers will come into
service over the coming months and will provide a flexible resourcing solution for customers by capitalising on the
location of our main Scunthorpe base close to the Humber refinenes

Property
The year has proved challenging in terms of converting enquines, particularly with regards to banks remaining very
reluctant to lend on new oppertunities Despite the difficult econemic situation we managed to make substantial progress

on several schemes

Barmston Developments Limuted was selected as the preferred bidder for a Managed Workspace Innovation Centre by
Sunderland City Council at our fifty-two acre Turbine Business Park development The site was selected based on strict
evaluation critena and it scored highly on measures such as deliverability and Iocation as it 1s located adjacent to the
Nissan manufactunng plant in Sunderand Furthermore, following general cross sector interest we are now in advanced
discussions with a major car parts supplier with regard to a potential major warehousing requirement




CLUGSTON GROUP LIMITED

CHIEF EXECUTIVE'S REVIEW (continued)

Property (continued)

At Lakeside Partnership Limited in Scunthorpe completion took place on our remaining plot and we are now in the
process of winding down this joint venture

Brayford Partnership Limited remains in negotations with the city planners in Lincoln to determine a planning permission
for our one remaining plot We were close to agreement with an interested party for its disposal when 1t had to withdraw
due to funding 1ssues We are now In discussion with two further interested partes and we remain positive on the
potential for this site

At Redhcuse Projects Limited in Doncaster we are making progress on maximising the value of the remaining office
development land Regrettably, the remaining warehousing and distribution plot has not attracted much interest dunng
the year due to continued oversupply of existing new build stock in the region

In relation to our land at Southedge Quarry in Hipperholme, we continue towards submitting a planning apphcation for a
40 acre mixed use residential and commercial scheme

Cash

We continue to manage for balance sheet strength Total cash balances at the year end were £15 756m compared to
£1 86m In the previous year The increase in net cash pnmanly reflects positive cashflows on major construction projects
coupled with a return to profitable trading

Sustainability

We continue to promote sustatnable performance in all areas of the Group A further reduction of both waste produced
and the carbon footprnnt of the business has been achieved Indicators by which we measure Health and Safety and
Environmental performance are comparable to other leading businesses in each of our sectors

Reducing CO2 emussions 1s high on our agenda and our logistics business recently signed an agreement with
CO2Sense, a Community Interest Company, to develop a Susfainability Strategy The agreement will see both
companies working together to identify ways to develop and implement an environmental programme of activity

We are in the process of installing 'Safer Driving Assistant’ software to promote fuel and carbon efficient daving This
provides our commercial vehicle dnivers with real ime 'in cab’ alerts about their dnving style  We have also upgraded the
Transport Management System

We are now on-site constructing three major energy from waste facilites which will each assist the UK in meeting its
obligations under the EU Landfill Directive We continue to undertake sustainable construction solutions to benefit local
communities through schemes such as a recently completed project in Sunderiand for Sustainable Enterprise Strategies
The buillding 1s constructed from 37 used shipping containers that were adapted and reconditioned to create a 3-storey
complex of approximately 10,000 sq ft of office space and is the only one of its kind in the region

Once agatn, our culture of collaboration, innovation, sustainability and Health and Safety across all businesses was
recognised by secunng a British Safety Councit National Safety Award (30" consecutive year) and a RoSPA Presidents
Award (13" consecutive year) Furthermore, we are delighted to be the overall winner of the North Lincolnshire Health
and Safety Group Award

Outlook

In our construction activities we have secured a considerable forward order book In the energy from waste sector that
will allow us to continue to be successful in a very difficult economuc situation We will contihue to secure further
profitable work through a combination of regional, product and service focussed businesses It I1s particularly pleasing to
note that we recently secured our first project under the Partnership for Schools Contractors Framework when we were
announced as preferred bidder for Cleethorpes Academy

With regard to our logistics activities, we are focussing our attention on developing further sectors and locations in which
to utiise our specialist skills We will continue to invest in our fleet as demonstrated by the recent delivery of our first four
petrochemical tankers to enable us to grow a fuel distnbution specialism

In relation to our property development activites, we will continue to pursue a number of potential medium term
opportunities Our short term focus will remain on our major site at Sundertand and a number of smaller development
schemes in Yorkshire

Pz

S F MARTIN
Chief Executive

26 April 2012




CLUGSTON GROUP LIMITED Registered No 00333188

DIRECTORS' REPORT

The directors present thewr repeort and the audited accounts for the year ended 31 January 2012

Results and dividends
The Group profit for the financia! year was £1,161,000 (2011 — loss of £3,456,000) and no dividends were paid in the

year The directors recommend the payment of a final dividend of 5p per share on & July 2012

Principal activities and business review
The pnncipal actvity of the Group duning the penod was the provision of industnial services, including building and civil
engineertng contracting, facilihes management, drainage renovation, logistics services and property development

The statutory information required concerning the review of the business, future developments, principal nsks and
uncertainties together with the Group's policy on health, safety and the environment are contained in the Charman's
statement and Chief Executive's review

Employees

Applications for employment received from disabled people, with appropnate qualifications and experience, are given full
and fair consideration Should employees suffer disabibties they will retain thetr jobs, wherever possible, or will be
offered suitable alternative work if it 1s available

It 1s appreciated that the success of any business 1s dependent upon the abilities and capabifities of its employees and
our personnel are encouraged to acquire qualificattons and skills for the mutual benefit of themselves and the Group it
is also part of our objective for employees to attain professional, managernial and technical skills and this 1s encouraged
through mnternal training courses

Good communication at all levels 1s accepted as being an essential factor in relationships with our employees This is
achieved 1n a number of ways, including newsletters, electronic bulletin boards, notice boards as well as regular oral
updates at team meetings

Going concern

The directors believe that the Group 1s well-placed to manage its business nisks successfully, despite the current
uncertain economic outlook, and that the Company and the Group have sufficient financial resources to maintain the
businesses going forward Accordingly, the directors continue to adopt the going concern basis in preparnng the annual
report and accounts

Directors of the Company
The directors dunng the year ended 31 January 2012 were those hsted on page 2 and Mr R J Clarke, who resigned on

7 June 2011

in accordance with the articles of association, Messrs M H Bales and S J Radcliffe retire by rotation and, being eligible,
offer themselves for re-election

The Company has professional indemnity insurance covering the directors and officers

Charitable donations
During the penod the Company contnbuted £6,280 to the Clugston Charitable Settlement

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant audit
information, betng information needed by the auditor in connechion with prepanng their report, of which the auditor s
unaware Having made enquines of fellow directors and the Group's auditor, each director has taken all the obligatory
steps to become aware of any relevant audit information and to establish that the auditor 1s aware of that information

Auditors
In accordance with Section 485 of the Companies Act 20086, a resolution 1s to be proposed at the Annual General

Meeting for the reappointment of Ernst & Young LLP as auditor of the Company




CLUGSTON GROUP LIMITED

DIRECTORS' REPORT (continued)

Corporate governance
As a private imited company we are not under any obligation to comply with the Combined Code on Corporate
Governance However, the Board of Directers considers it appropnate to include in their report the following outline of

procedures

Board of Directors

The Board meets on a regular basis throughout the year The executive directors have service contracts which do not
exceed three years, whilst non-executive directors do not have specified terms of office but are subject to appointment or
removal by a decision of the Board The Board has a formal schedule of matters specifically reserved to it for decision to
ensure that it controls the direction of the Company

Internal financial contro!
The Board continues to review and report on the effectiveness of the Group's system of internal financiat controls The
Group cperates forma! systems of internal control, the main elements of which are financial reporting and control

procedures
- Financial reporting

The Group operates stnct internal financial planning and reporting procedures including three-year plans, annual
forecasts, monthly management accounts and a daily treasury function

- Control procedures
The Group controls are exercised through an organisational structure with clearly defined levels of responsibility
and authonty and are laid down In policy documents covenng finance, legal and general administration, health,
safety and environmental matters, capital expenditure and employment requirements

The Group does not operate a system of internal audit but the Board 1s responsible for the operation and effectiveness of
internal financial control systems There are inherent imitations In any system of financial controls but the directors are
of the opinion that it provides reasonable, but not absolute, assurance with regard to the preparation of financial
information and the safeguarding of assets

Remuneration committee

The committee considers the emoluments and terms and conditions of employment of the Board members lts aims are
to ensure that remuneration packages are sufficiently competitive to attract, retain and motivate executive directors and
management of the nght calibre No director takes part In discussions regarding his own remuneration During the penod
Messrs J W A Clugston, M E Hancock, J A B Kelly and S F Martin have served on this committee

Approved by the Board of Directors and signed on its behalf

il Pty

M HBALES
Secretary

26 Apnt 20112

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the annual report and accounts in accordance with applicable law and

regulattons Company law requires the directors to prepare accounts for each financial year Under that law the directors

have elected to prepare accounts in accordance with UK Generally Accepted Accounting Practice (UK Accounting

Standards and applicable law) Under company law the directors must not approve the accounts unless they are

satisfied that they give a true and farr view of the state of affarrs of the Company and of the profit or loss for that period

In preparing those accounts, the directors are required to

« select suitable accounting policies and apply them consistently

« make judgements and estimates that are reasonable and prudent

« state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explained in the accounts

= prepare the accounts on a going concern basis where 1t 1s appropnate

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the accounts comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the Group and the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other iregulanties The directors are responsible for the maintenance and integnty of the
corporate and financial infformation included on the Group’s website Legislation in the UK governing the preparation and
dissemination of accounts may differ from the legislation in other junsdictions

7




INDEPENDENT AUDITOR’S REPORT
to the members of Clugston Group Limited

We have audited the financial statements of Clugston Group Limited for the year ended 31 January 2012, which
compnse the Group Profit and Loss Account, Group Statement of Total Recognised Gains and Losses, Group and
Parent Company Balance Sheets, Group Cash Flow Statement and the related notes 1 to 21 The financial
reporting framework that has been apphed in their preparation 1s applicable law and UK accounting standards (UK
Generally Accepted Accounting Practice)

This report 1s made sclely to the Company’'s members, as a body, n accordance with Chapter 3 of Part 16 of the
Compantes 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
perrmitted by law, we do not accept or assume responsibility to anyone cther 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 Statement of Directors’ Responsibiihes on page 7, the directors are responsible for
the preparation of the financiai statements and for being saftisfied that they give a true and far view Our
responsibility 1s to audit and express an opinion on 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 Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures In the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error This Includes an assessment of whether the accounting policies are appropnate to the Group's and
the Parent Company's circumstances and have been consistenily apphed and adequately disclosed, the
reasonableness of significant estmates made by the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial nformation in the annual report to wentify
matenal inconsistencies with the audited financial statements If we become aware of any apparent maternal
misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
In our opinion the financial staterments

» gwve a true and farr view of the state of the Group's and the Parent Company's affairs as at 31 January 2012 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 opinton the tnformation given in the Directors’ Repert for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

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 opinicn

¢ 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 recewved all the nformation and explanations we require for our audit

e AL e 10

Stuart Watson (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Leeds

26 Apnl 2012

The maintenance and integnity of the Clugston Group website is the responsibility of the directors, the work carned out by the auditors does not
involve consideration of these matters and, accordingly, the auditors accapt no responsibility for any changes that may have occurred to the
financial statements since they were inihially presented on the website Legislation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in other junsdictions




CLUGSTON GROUP LIMITED

GROUP PROFIT AND LOSS ACCOUNT
for the period ended 31 January 2012

Note
Turnover
Share of joint ventures' turnover
Group turnover 2
Cost of sales before exceptional item
Contract claim settlement
Cost of sales after exceptional item
Gross profit
Administrative expenses before exceptional item
Bad debt provision
Administrative expenses after exceptional item
Operating profit/(loss) 3
Share of operating results of joint ventures
Profit/(loss) on ordinary activities before interest
Net interest payable 5
Profit/(loss) on ordinary activities before taxation
Tax (charge)/credit on profit/(loss) on ordinary activities 6

Profit/{loss) for the financial period
attributable to members of the parent company

GROUP STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

for the period ended 31 January 2012

Profit/(loss) for the financial period
Surplus/(deficit} on property revaluation of investment properties

Actuanial {loss)/gain recognised on pension scheme 21
Deferred tax thereon

Total recognised gains and losses for the period

All the Group’s operations are continuing

2012
£000

121,619
(37,808)

83,811

2011
£000

66,863

(1,819)

65,044

(75,823)

[(75,823)

(62,197)

(60,905)
{1,292)

7,988

2,847

(5,036)
(877)

(5.913)

(7,199)

(7.199)

2075
120

T 2,195
(184)
2017

(850)

—1161

1,161

281
(1,830)
368

—(20)

" (4,352)
412
" (3.940)
(435)
©(4,375)

919

—{3.456)

(3.456)
(158)

1,531
(479)

—{2.562)




CLUGSTON GROUP LIMITED

GROUP BALANCE SHEET
at 31 January 2012

Fixed assets

Tangible assets

Investments
Share of gross assets of joint ventures
Share of gross liabilities of joint ventures

Other mvestments

Current assets

Stocks

Debtors

Deferred tax

Cash at bank and in hand

Creditors - amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors - amounts falling due after more than one year
Net assets excluding pension liability

Defined benefit pension liability (net of deferred tax)
Net assets including pension liability

Capital and reserves

Called up share capital

Share premium

Revaluation reserve

Capital redemption reserve

Profit and ioss account

Equity shareholders' funds

The accounts on pages 9 to 22 were approved by the Board of Directors and signed on its behalf by

J GSTON
Charrman

A

S F MARTIN
Chief Executive

26 Aprir 2012

10

Note

10
I
12

13

14

21

15

16

16

17

2012
£000

8,192

2011
£000

8,291

19,489
(16,449)

3,040

3,578

16,601

(12.996)
3,605
3.337

6,618
14810
208
14,404
1,542
15,747
731,901
(30,860)
1,041
15,851
(604)
715,247
(3,637)

—T50

743
285
7,400
313
2,869

—11.610

6,942
15233
193
10,964
1,889
1,859
14,905
(14,011)
894
16,127
(1,228)
14,899
(3,269)
11,630
743
285
7,300

313
2,989



CLUGSTON GROUP LIMITED

PARENT COMPANY BALANCE SHEET
at 31 January 2012

Fixed assets
Tangible assets
Investments

Current assets
Debtors
Amounts owed by group undertakings
falling due within one year
falling due after more than one year
Deferred tax
Cash at bank and in hand

Creditors - amounts falling due within one year

Net current assets

Total assets less current liabihties

Creditors - amounts falling due after more than one year
Net assets excluding pension liability

Defined benefit pension liability {net of deferred tax)
Net assets including pension liability

Capital and reserves

Called up share capital

Share premium

Revaluation reserve

Capital redemption reserve

Profit and loss account

Equity shareholders’ funds

The accounts on pages 9 to 22 were approved by the Board of Directors and signed on its behalf by

J CHIGSTON
Chairman

S FMARTIN
Chief Executive

26 Apnil 2012

1"

Note

11

12

13

14

21

15

16

16

2012
£000

5,397
9,732

15,129

139
769
1,592
32
15,747
18,279
(1,379)
16,900
32,029
(19,934)
12,095
(3,637)

— 8458

743
285
3,049
313
4,068

- 8.458

2011
£000

5,157
9,732

14,889

147
11,381
592
37
1,859
14,016
(688)
13,328
28,217
(15,784)
12.433
(3,269)
9164
743
285
2,796

313
5027




CLUGSTON GROUP LIMITED

GROUP CASH FLOW STATEMENT
for the period ended 31 January 2012

Note

Net cash inflow/(outflow) from operating activities 18

Returns on investments and servicing of finance

Interest received

Interest element of finance lease and hire purchase payments
Other interest paid

Dividends receved

Taxation
Consortium relief receved
Balancing payments to joint ventures

Capital expenditure and financial investment
Payments to acquire tangible fixed assets
Payments to jomt venture investments

Receipts from sale of tangible fixed assets
Receipts from investments

Equity dividends paid
Net cash outflow before management of liquid resources and financing

Management of liquid resources and financing
Capital element of finance lease and hire purchase payments
Repayments of long term loans

Increasel(decrease) in cash 19

12

2012
£000

14,198

92
(36)
(48)
118

126

(779)
(116)
367

(528)

13,774

314
(200)

— 14

2011
£000

{3,121)

37
(44)
(37)

400

356

200
(278)

— {78

(264)
(50)

177

(37)

(2,954)

(281)
(200)

—{481)

—(3.439)




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

1 ACCOUNTING POLICIES

Basrs of preparation
The accounts are prepared under the histoncal cost convention modified by the revaluation of certain freehold and leasehold property The
true and fair overnde provisions of the Companies Act 2006 have been invoked for investment properties {see below)

Basis of consolidation

The Group accounts incorporate the accounts of the Company and all its subsidiary urdertakings drawn up to the last Saturday in January
The results of subsidiary undertakings acquired or disposed of dunng the period are included in the Group profit and loss account from or
up to the effectve date of acquisition or disposal Entiies in which the Group holds an nterest on a long term basis and are jointly
controlted by the Group and one or more joint venturers under a contractual arrangement are treated as joint ventures In the Group
accounts, jont ventures are accounted for using the gross equity method Mo profit and loss account 1s presented for the Company as
permitted by Section 408 of the Companies Act 2006

Leased assets

Rentals n respect of operating leases are charged to the profit and loss account as mcurred Assets held under finance leases, where
substantially all the nsks and rewards of ownership have passed to the Group, and hire purchase contracts are capitalised in the balance
sheet and depreciated over their expected useful ives The capital elements of future obligations are included as a habiity n the balance
sheet and the interest elements of the rentals are charged in the profil and loss account over the pernod of the contracts

Investment properties

Certain of the Group's properties are held for long-term nvestment and are accounted for m accordance with SSAP 19 As such, they are
revalued annually and no depreciation 15 provided in respect of leasehold investment properties where the lease has over 20 years to run
The surplus or deficit on revaluation 1s transferred to the revaluation reserve unless a deficit below onginal cost, or its reversal, on an
ndividual investment property 1s expected to be permanent, in which case it 1s recognised in the profit and loss account for the year

Although the Companies Act would normally require the systematic annual depreciation of fixed assets, the directors believe that the policy
of not providing depreciation 15 necessary in order for the accounts to show a true and fair view, since the current value of investment
properties, and changes to that current value, are of pnime mmportance rather than a calculation of systematic annual depreciation
Depreciation 15 only one of the many factors reflected in the annual valuation, and the amount which might otherwise have been included
cannol be separately wdentified or quantfied

Deprecration
Freehold land 1s not depreciated The cost or valuation, less the estimated residual value, of other fixed assets 1s written off on a straight
line basis over therr expected useful Iives as follows

Freehold buldings 10 - 50 years
Leasehold property Qver the length of the lease
Plant, equipment and motor vehicles 1-10years

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in circumstances mdicate that the
carrying value may not be recoverable

Investments
{avestments are accounted for at the lower of cost and estimated net realisable value

Stocks
Stocks are valued at the lower of cost and estimated net realisable value

Long term contracts

Long term contracts are valued at cost plus attributable profit less foreseeable losses and tess amounts inveiced on account Revenue 1s
recogrised In relation to the value of work camed out under the contract tncome from contract ciaims 1s not included in trading income
unhl there 15 reasonable evidence that the claim will be settled

Trade debtors

Trade debtors are recognised and carried at the lower of their onginal invoiced value and recoverable amount Proviston 1s made when
there 15 objective ewidence that the Company will not be able to recover balances in full Balances are wrtten off when the probability of
recovery 1s assessed as being remote

Deferred tax
The charge for taxation 15 based on the profit or loss for the penod and takes into account taxation deferred because of timing differences
between the treatment of certam items for taxation and accounting purposes

Deferred tax 1s recognised in respect of all tming differences that have ongmated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more, or a nght to pay less, tax in the future have occurred at the balance sheet
date The only exception 15 that deferred {ax assets are recognised only to the extent that the directors consider it 1s more likely than not
there will be suiable taxable profits from which the future reversal of the underlying timing difference can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates expected to apply in the penods in which the timing differences
reverse, based on the tax rates and laws enacted, or substantively enacted, at the balance sheet date

Exceptional items

Exceptionzal tems are matenal items which denve from events or transactions that fall within the ordinary actwities of the reporting entity
and which indwidually or, f of a similar type, in aggregate need to be disclosed by virtue of thew size or incidence if the financial
statements are to give a true and farr view

Interest
Interest receivable and payable 1s accounted for when it is earned or incurred

Revenue recognition

with the exception of long term contracts referred to above, most revenue I1s recognised when the service has been completed
Development sales are recognised when the contract has completed and dividends receivable are recogrised when the Group’s nght to
receve the payment i1s established
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CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

1 ACCOUNTING POLICIES (continued)

Retirement benefits
For defined contribution schemes the amount charged o the profit and loss account 1s the contributions payable in the year
Differences between this and the amount actually pard are shown as accruals or prepayments in the balance sheet

For defined benefit schemes the amount charged to operating profit ts the current service cost of providing the pension benefit
and the full cost of providing amendments to those benefits in respect of past service Interest includes the expected return on
the market value of the pension scheme assets at the starl of the year and a charge representing the expected increase in
habiities of the scheme duning the year, ansing from the labilites being one year closer to payment Differences ansing from
changes in assumptions and between actual and expected returns on assets duning the year are mcluded in the statement of
recogrised gains and losses The surplus or deficit in the scheme 1s shown net of deferred tax in {he batance sheet

2012 2011

2 GROUP TURNOVER £000 £000
Turnover compnses the total value of work carned out and goods sold in the UK
after deducting VAT and all inter-group transactions Turnover can be analysed

between the Group's operations as follows

Construction 73,781 55,003

Logistics 9,805 9,631

Property and other activities 225 410

~83.811 —65,044

3 OPERATING PROFIT
Operating profit/{loss) can be analysed between the Group's operations as follows:

Construction 3,342 (3,610)
Logistics (454) (218)
Property activities and central costs (813) (524)

2073 —(4,352)

Operating profit/(loss) i1s stated after charging.
Auditors’ remuneration

Audit of Group accounts 71 72

Allocation of above for Parent Company accounts 26 25

Tax services 24 30
Depreciation of tangible fixed assets

Owned 642 775

Held under finance leases and hire purchase contracts 275 330
Profit ont disposal of fixed assets 125 46
Operating lease rentals

Plant and machinery 4,090 3,766

Land and buildings 138 140
Contract settiement claim - 1,292
Bad debt provision 877 -
Gan on curtallment of pension scheme 759 -

The bad debt prowssion and contract settlement claim were unusual In size and incidence and have therefore been
treated as exceptional items

4 STAFF COSTS

Staff costs

Wages and salanes 14,402 15477

Sociat securnity costs 1,445 1,469

Other penston costs (including £396,000 (2011 - £466,000)

current service costs of a defined benefit pension scheme) 529 559
16,376 —172.509

Directors' remuneration

Aggregate remuneration 862 1,008

Compensation for loss of office 33 30

Payments to third parties 61 37

Payments to defined contributron pension schemes 84 86
—1.040 —1.161

Highest paid director

Aggregate remuneration 263 258

Payments to defined contnibution pension scheme 48 42

309 300

14




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS 2012 2011
4 STAFF COSTS (continued) Number of employees
Average monthly number of employees during the period 447 475
Number of directors
Retirement benefits accruing to directors under defined benefit schemes 1 2
Retirement benefits accruing to directors under defined contnibution schemes 3 3
£000 £000

5 NET INTEREST PAYABLE
Bank interest receivable 92 37
Bank interest payable {28) {19)
Finance charges payable under finance leases and hire purchase contracts (36) (44)
Net penston finance income/(cost) (note 21) 7 (183)
Other interest payable (20} (18)
Other interest recevable 125 124
Share of interest payable by joint ventures (324) {332)
—{184) —(439)

6 TAX CHARGE/{CREDIT) ON PROFIT/{LOSS) ON ORDINARY ACTIVITIES

UK corporation tax

Balancing payments to joint ventures - 66
Adjustments in respect of previous periods 23 {221)
Share of tax charge in joint ventures 88 8
Total current tax charge/(credit) 111 —_(149)
Deferred tax

Onginating and reversal of iming differences 619 {914)
Vanations in tax rate 81 70
Adjustments in respect of previous penods 39 74
Total deferred tax charge/{credit) 739 {(770)
Tax chargef(credt) on profit/(loss) on ordinary activities 850 —(919)

Factors affecting the tax charge/(credit) for the period
The tax assessed for the period differs from the standard rate of corporation tax in the UK as follows
Profit/(loss) on ordinary activites multiplied by the standard rate of

corporation tax in the UK of 26 32% (2011 — 28%) 529 (1,225)
Disallowed expenses and non-taxable imcome 81 44
Decelerated capital allowances 67 80
Adjustments in respect of previous periods 23 (221)
Short term timing differences (371} (131)
Assets reclassified as non-qualfying - (5)
Variations In tax rate (54) (29)
Brought forward tax losses utihsed in the penod (386) -
Tax losses carned forward 71 1,086
Tax losses carried hack - 150
Tax losses not recognised In the period 151 102
Current tax chargef{credit) for the penod 111 (149)

The tax charge/(credit) has benefitted from £231,000 (2011 — £362,000) in respect of exceptional items

Factors affecting the future tax charge

The Budget on 21 March 2012 announced that the UK corporation tax rate will reduce from 25% to 22% over a
pertod of three years from 1 April 2012 A reduction in the UK corporation tax rate from 27% to 25% was
substantively enacted on § July 2011 and following the 2012 Budget, the 24% tax rate will be effective from 1
Apnl 2012 This will reduce the company's future current tax charge accordingly Any deferred tax expected to
reverse In future years has been calculated using the substantively enacted reduced rate at the balance sheet
date of 26% The maximum impact of the proposed reductions from 25% to 22% would reduce the deferred
tax asset by approxsimately £185,000

7 PROFIT ATTRIBUTABLE TO MEMBERS OF THE PARENT COMPANY
The profit for the penod dealt with in the accounts of the Company 1s £475,000 (2011 - £5663,000)

15




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

8 TANGIBLE FIXED ASSETS

GROUP

Cost or valuation
At 31 January 2011
Additions
Disposals
Revaluation

At 31 January 2012

At 2009 valuation
At 2012 valuation

Depreciation

At 31 January 2011
Charge for period
Disposals

At 31 January 2012

Net book amounts at 31 January 2012 .
Net book amounts at 31 January 2011

COMPANY

Cost or valuation
At 31 January 2011
Disposals
Revaluation

At 31 January 2012

At 2009 valuation
At 2012 valuation

Depreciation

At 31 January 2011
Charge for pericd
Disposals

At 31 January 2012

Net book amounts at 31 January 2012
Net book amounts at 3t January 2011

Plant,
Land and equipment
buildings & vehicles Total
£000 £000 £000
5241 10,606 15,847
- 779 779
- (1,365) {1.365)
281 - 281
5,522 10,020 15,6842
2,182 - 2,182
3,340 - 3,340
94 7,462 7,556
36 881 7
- (1.123) (1,123)
130 7.220 7.350
5,392 —2,800 —8,192
5147 3.144 8,291
5,241 248 5,489
- (13) (13)
281 - 281
5,522 235 5,757
2,182 - 2,182
3,340 - 3,340
84 238 332
B 3 39
- _(11) (1)
130 230 360
— 5,392 -5 5,397
5147 10 5,157

The net book amount of Group plant, equipment and motor vehicles above includes £1,380,000 in respect of assets
held under finance leases and hire purchase contracts (2011 - £1,100,000)

The Group’s investment properties were revalued as at 31 January 2012 on a market value basis by CBRE Limited,
Chartered Surveyors The new valuations of £3,340,000 have been incorporated in the Group accounts on 31

January 2012
2012
£000
If properties had not been revalued they would have been
carned in the balance sheet as follows
Cost 2,596
Depreciation 1,484
Net book amounts 1,112
The net book amount of land and buildings comprises
Freehold investment property 3,300

Leasehold investment property (over 50 years unexpired) 40
Other freehold property 2,052
5,392

16

Group
2011
£000

2,596

(1.421)
1,175

3,004
55
2,088

5147

Company

2012 2011
£000 £000
3,237 3,237
(1173 (1,082)
2,064 2,155
3.300 3,004
40 55
2,052 2,088
5,392 5147




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

9

INVESTMENTS

GROUP

Cost

At 31 January 2011
Advances
At 31 January 2012

The Group’s share in its joint ventures at 31 Januaty 2012 was as follows:

Fixed assets

Current assets

Liabibties due within one year
Liabiities due after more than one year
Net assets

Details of the Group’s share in significant joint ventures included above:

Barmston
Developments Limited
2012 2011
£000 £000
Turnover - -
Profit/(loss) before tax (202) (210)
Taxation - -
Profit/(loss) after tax (202) {210)
Fixed assets - -
Current assets 4,036 4013
Liabilites due within one year {4,600) {4,375)
Liabmties due after more than one year - -
Net assets/(habilities) (664) (362)
COMPANY
Cost

At 31 January 2012 and 31 January 2011

Provisions
At 31 January 2012 and 31 January 2011

Net book amounts
At 31 January 2012 and 31 January 2011

A list of principal subsidianies and joint ventures is given on page 22

17

Loans to

joint ventures

£000

3,337

24

3,578

2012 2011
£000 £000
8,675 8,949
10,814 7,652
(10,477) (6,780)
(5,972) (6,216)
3,040 —3.805

Century Health
(Nottingham} Limited

2012 2011
£000 £000
1,258 1,215
367 318
(114) (156)
253 162
8,573 8,847
2,158 1,719
(931) {(775)
(6,972) (6.216)
3,828 _3,575
Subsidiary
undertakings
£000
11,889
(2,157)
2732



CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS Group Company
2012 2011 2012 2011
£000 £000 £000 £000

10 STOCKS

Raw materials - 16 - -
Stores and other 208 177 - -
208 193 - -

11 DEBTORS

Trade debtors 8,109 6,262 - -
Amounts recoverable on contracts 2,151 4,328 - -
Other debtors 3,846 - 33 -
Prepayments and accrued income 298 374 106 147

14404  _10,954 139 147

Trade debtors include £813,000 (2011 - nil) due after more than one year Group other debtors include
£3,800,000 (2011 - nil) pledged as collateral for performance bonds and due after more than one year

12 DEFERRED TAX

Opening asset 1,889 832 37 42
Transfer from profit and loss account (227) 1,201 (3) (4)
Change In tax rate (81) {70} (2) (1)
Adjustments in respect of previous penods (39} {74) - -
Closing asset 1,542 1,889 32 37
The full potentia!l provision for deferred tax comprises
Decelerated capital allowances 737 581 15 15
Short term biming differences 19 27 17 22
Loss relief 861 1,388 47 51
1,617 1,996 79 88
Assets not recognised (75) (107) {47) {51)
1,542 1,889 32 37

Loss relief 1s only recognised to the extent it 1s more hikely than not to be utiised in the foreseeable future

No deferred taxaton has been recogrised on the potential capital gan ansing on the property revaluation as
there I1s no intention to dispose of the properties in the foreseeable future The estimated potential tax liabiity 1s
£97,000 (2011 — £63,000)

13 CREDITORS - amounts falling due within one year

Trade creditors 14,158 11,279 23 71
Payments receved in advance 12,549 1,037 - -
Other taxes and social security costs 484 366 63 51
Accrued charges 393 369 191 162
Term loan 850 200 850 200
Hire purchase obligations 255 167 - -
Amounts due to joint ventures 41 152 - -
Other creditors 2,130 441 252 204

30,860 14,011 1,379 688

Other creditors includes pension coninbutions of £27,000 (2011 - £83,000) relating to defined benefit schemes
and £39,000 {2011 —~ 14,000) relating to defined contnbution schemes

The term loan is repayable \n October 2012 It 1s secured on the freehold property and interest :s payable at 3%
above LIBOR

14 CREDITORS - amounts falling due after more than one year

Amounts due to subsidiary undertakings - - 19,934 14,934
Term loan - 850 - 850
Hire purchase obligations payable within two to five years 604 378 - -

—-0604  _ 1228  _19934




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

15 CALLED UP SHARE CAPITAL

16

17

18

19

Allotted, called up and fully paid
742,893 ordinary shares of £1 each

RESERVES

GROUP
At 31 January 2011
Profit for the financial period

Actuanal loss recogrused on pension scheme net of deferred tax

Revaluation surplus
Transfer in respect of depreciation
At 31 January 2012

Cumulative goodwill wntten off since February 1980, the earliest date from wil

avanable, amounts to £2,505,000 {2011 - £2,505,000)

COMPANY
At 31 January 2011
Profit/loss) for the financial pernod

Actuanal loss recognised on pension scheme net of deferred tax

Revaluation surplus
Transfer in respect of depreciatron
At 31 January 2012

Group and company

2012 2011
£000 £000
43 743
Profit and Revaluation
loss account reserve
£000 £000
2,989 7,300
1,161 -
(1,462) -
- 281
181 (181)
2,869 1,400

hich figures are reasonably

The revaluation reserves of both the Group and the Company include £1,399,000 (2011 - £1,118,000) relating

to investment properties

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' FUNDS

Opening sharehetders' funds
Profit for the financial period
Revaluation surplus/(deficit)

Actuanal (loss)/profit recognised on pension scheme net of deferred tax

Dwidends declared and paid
Closing shareholders’ funds

RECONCILIATION OF OPERATING PROFIT TO NET CASHFLOW

Operating profit/(loss)

Depreciation of fixed assets

Profit on sale of tangible fixed assets

Pension contnibutions in excess of current service cost
Gamn on curtallment of pension scheme

Increase In stocks and work in progress
(Increase)/decrease in debtors

Increasef(decrease) in creditors

Net cash inflow/(outflow) from operating activities

INCREASE/(DECREASE]) IN CASH
Opening bank batance
Closing bank balance

19

5,027 2,796
475 -
(1,462) -
- 281
28 (28)
—4,068 —3,049
Group
2012 2011
£000 £000
11,630 14,229
1,161 (3,456)
281 {158)
(1,462) 1,052
- (37)
_11.610 -11.630
2,075 (4,352)
917 1,105
(125) (46)
(693) {669)
(7569) -
(15) (8)
(3,440) 1,743
16,238 {8986)
14,108 {3,121}
1,859 5,294
15,747 1,859
-13.688 _{3439)




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

20 FINANCIAL COMMITMENTS

21

At 31 January 2012 the Group had the following annual commitments
under non-cancellable operating leases expiring

Plant, machinery etc

Within one year

In two to five years

Land and buildings
Within cne year

In two to five years
After five years

At 31 Janvary 2012 the Group had contracted but not provided in the
accounts for capital expenditure of £699,000 (2011 - nif)

PENSION COMMITMENTS

Group
2012 2011
£000 £000
48 54
284 224
332 278
- 87
24 18
49 49
73 154

The Group operates several pension schemes for eligible employees The principal scheme was a contnbutory
defined benefit pension scheme for employees and the assets are invested in a separate trustee-administered
fund This scheme closed to future accruals on 31 December 2011 and employees were entitled to transfer to
a stakeholder arrangement The Group made contributrons to the scheme based on the advice of the

scheme’s actuary

A valuation was carmed out at 31 January 2012 by a gquahfied independent actuary for the purposes of FRS 17
The overall expected rate of return on assets 1s established by combining the proportions held in each major
asset class with expected returns for each class derived from market yields and consideration of inflation and

economic growth expectations

Scheme assets and liabilities
Bonds

Property

Diversified growth funds

Cash

Fair value of scheme assets
Present value of scheme habilities
Deficit in the scheme

Related deferred tax asset

Net pension liability

Movement in the defined benefit obligation
At 31 January 2011

Current service cost

interest cost

Contnbutrons by scheme members

Benefits paid

Gain on curtallment

Actuaral losses/(gains)

At 31 January 2012

Movement in the fair value of scheme assets
At 31 January 2011

Expected return on assets

Contnbutions by the employer

Contributions by scheme members

Benefits paid

Actuarial gains

At 31 January 2012

20

13,492 11,247
1,907 1,777
21,276 20,242
110 568
36,785 33,834
(41.634) (38,312)
(4,849) (4,478)
1,212 1,209
—(3,637) {3,269}
38,312 38,151
396 466
2,101 2,119
142 187
(1,224) (1,845)
(759) -
2666 (766)
41,634 38312
33,834 31,656
2,108 1,036
1,089 1,134
142 187
(1,224) (1,845)
836 766
36,785 33.834




CLUGSTON GROUP LIMITED

NOTES ON THE ACCOUNTS

21 PENSION COMMITMENTS (continued) 2012 2011
£000 £000

Recognised in the Profit and Loss Account

Current service cost (396) {466)
Gain on curtaiiment 758 -
Operating profit 363 {466)
Expected return on scheme assets 2,108 1,936
interest cost (2,101) _{2,119)
Net finance income/(cost) 7 (183)
Total recognised in the profit and loss account 370 (649)

Taken to the Statement of Total Recognised Gains and Losses

Actual return on scheme assets 2,944 2,701
Less expected return on scheme assets (2,108) {1,936}
Other actuanal (losses)/gains (2,666) 766
Total actuanal {losses)/gains taken to the Statement of Total Recognised Gains and Losses_ (1,830) 1,531

Actuanal (losses)/gains includes nil (2011 - £671,000) ansing from the change from RPI to CPI on the
valuation of deferred pensions

Key assumptions % Yo
Rate of salary increases n/a 330
Rate of increase of pensions in payment 275 330
Discount rate 480 550
Expected rates of return
Bonds 360 500
Property 500 650
Dwverstfied growth funds 6 00 750
Cash 050 050
Inflatron 275 330
Average lfe expectancy Years Years
Males retinng at age 65 at reporting date 204 203
Males retinng at age 65 i 20 years 223 222
Scheme history 2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Fair value of scheme assets 36,785 33,834 31,656 25,665 30,742
Present value of defined benefit obligation 41,634 38,312 38,151 31,582 34,774
Deficit in the scheme 4.849 4,478 6,495 5917 4032
Experience gain/(loss) on scheme habilities 624 9 (368) {141) {(70)

Expertence gain/(ioss) on scheme assets 836 766 4,137 (7.587) (2,901)
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CLUGSTON GROUP LIMITED

PRINCIPAL SUBSIDIARIES & JOINT VENTURES

SUBSIDIARY UNDERTAKINGS ACTIVITIES

{al! whelly owned)

CONSTRUCTION
Clugston Construction Limited Building and civil engineering contracting

Facilities management

Specialist civil engineering services
Ferro Monk Systems Limited Drainage znd renovation specialists
LOGISTICS
Clugston Distribution Services Limited Logistics services
PROPERTY
Clugston Developments Limited Property development
Clugston Estates Limited Property deveiopment
JOINT VENTURES Percentage holding of

ordinary share capital Accounting date
Barmston Developments Limited 500 31 December 2011
(Property development)
Brayford Partnership Limited 500 31 December 2011
(Property development)
Bretton Street Developments Limited 500 31 January 2012
(Property development)
Century Health (Nottingham) Limited 400 31 December 2011
(Faciities provider)
CNIM-Ciugston (Lincolnshire) Limited 500 31 December 2011
(Turnkey design and construction)
CNIM-Clugston Oxfordshire Limited 500 31 December 2011
(Turnkey design and construction)
CNIM-Clugston (Staffordshire) Limited 500 31 December 2011
(Turnkey design and construction)
Lakeside Partnership Limited 500 31 December 2011
(Property development)
Redhouse Holdings Limited 500 31 January 2012
{Property development)
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