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Directors’ report
for the year ended 30 September 2010

The directors present their report and the audited financial statements for the year ended 30 Septemnber
2010

Business review and principal actlvities
The principal activity of the group and company 1s that of retaling and dispensing chemists

The profit and loss account for the year 1s set-out on page 6

The results for the year show a pre-tax profit of £3,358k (2009 £3,108k) on sales of £28,403k (2009
£28,774k)

The directors were pleased with the performance of the business during the year and the year-end
financyal position The external commercial environment 1s expected to remaimn competitive In 2011. The
directors consider the group and company to be well placed to achieve further growth in sales and profits
given reasonable market conditions

The management of the business and the execution of the group’s strategy are subject to a number of
nsks The key business risks and uncertanties affecting the group are considered to relate to
competition from competitors and customer retention

Given the nature of the business the company’s directors are of the opinion that analysis using KPI's 1s
not necessary for an understanding of the development, performance or position of the business.

Financial risk management

The group’s operations expose it fo a varety of financial risks that include the effects of credit nsk,
liguidity nsk and interest rate nsk

Given the size of the group, the directors have not delegated the responsibility of monitoring financial
nsk management to a sub-committee of the board The policies set by the board of directors are

implemented by the group’s finance department

Price risk

The group Is exposed to commodity price risk as a result of its operations However, given the size of
the group’s operations, the costs of managing exposure to commodity price risk exceed any potential

benefits The directors will revisit the appropnateness of this policy should the group’s operations
change in size or nature

Credit nsk
The group I1s not exposed to any significant credit risk
Liguidity risk

The group actively utilises both long-term and short-term debt finance that is designed to ensure the
group has sufficient funds for operations




A & J. M. Sheppard Limited 3

Directors’ report
for the year ended 30 September 2010 (continued)

Financial risk management (continued)

Interest rate cash flow risk

The group has both interest beanng assets and interest bearing habilties Interest beanng assets
comprise only cash balances, which earn interest at fixed and floating rates  The group has a policy of
mamntaining debt at fixed rate to ensure certainty of future interest cash flows The directors will rewisit
the appropriateness of this policy should the group’s operations change in size or nature

Dividends

Interim dividends totalling £66 89 (2009 £41 80) per share were declared during the year

A total payment of £1,000,000 was made [n the prior financial year, a total payment of £300,000 was
made reflecting the fact that certain shareholders had waived their nghts to dividends

No final dividend 1s proposed
Property values

In the opinion of the directors there was no significant difference between market and book values of land
and buildings at 30 September 2010

Directors

The directors of the company at 30 September 2010 all of whom have been directors for the whole of the
year ended on that date, unless otherwise stated, are hsted on page 1

Policy and practice on payment of creditors
In respect of all of the Company and Group’s suppliers, it Is the Company and Group’s poiicy to abide by

the terms of payment with suppliers for each transaction and to ensure that suppliers are made aware of
the terrns of the payment
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Directors’ report
for the year ended 30 September 2010 (continued)

Statement of directors’ responsibilities

The drrectors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
The financial statements are required by law to give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period

in preparing those financial statements, the directors are required to

select suitable accounting policies and then 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 financial statements

+ prepare the financial statements on the going concern basis unless it 1S inappropnate to
presume that the company will continue In business, in which case there should be supporting
assumptions or qualifications as necessary

The directors confirm that they have complied with the above requirements in preparing the financal
statements

The directors are responsibie for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the
financial statements comply with the Companies Act 2006 They are also responsible for safeguarding
the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregulanties

Statement of disclosure of information to auditors

Each Director has taken all the steps that he ought to have taken as a Director in order to make
himself aware of any relevant audit information and to establish that the Company's auditors are
aware of that information

So far as each Director 1s aware, there 1s no relevant audit information of which the Company’s
auditors are unaware

Auditors

The auditors, PncewaterhouseCoopers LLP, have indicated their willingness to continue in office and
a resolution concerning therr reappointment will be proposed at the Annual General Mesting

By order of the Board

dg/\/-/l

J Sheppard
Secretary
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF A. & J. M. SHEPPARD LIMITED

We have audited the group and parent company financial statements (the “financial statements”)
of A & J M Sheppard Limited for the year ended 30 September 2010 which comprise the Group
Profit and Loss Account, the Group and Company Balance Sheets, the Group Cash Flow
Statement and the related notes The financial reporting framework that has been applied in their
preparation 18 apphcable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit the financial statements n accordance with apphicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with
the Auditing Practices Board's Ethtcal Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as
a body In accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose We do not, In giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report 1s shawn or into whose hands it may come save
where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient {o 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 parent company's circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements

Opinion on financial statements
In our opnion the financial statements

+ give a true and farr view of the state of the group’s and the parent company's affarrs as at 30
September 2010 and of the group’s profit and cash flows for the year then ended,

s have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

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

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the
financial statements are prepared i1s 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

Under the Companies Act 2006 we are required to report to you if, in our opinion

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

+ the parent company financial statements are not in agreement with the accounting records and
returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

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

Paul Jenkins (Senior Statutory Auditor) for and on behalf of:
PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Cardifft 2\ Mgrem. Lo 1\




A. & J. M. Sheppard Limited

Registered no: 1203896

Group profit and loss account
for the year ended 30 September 2010

Turnover

Cost of sales

Gross profit

- acquisttions
- continuing operations

- acquistitions
- continuing operations

- acquisitions
- continuing operations

Net operating expenses- acquisitions

Operating profit

Interest recevable

- continuing operations

- acquisitions
- continuing operations

Interest payable and similar charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

Notes

6
7

8
22

2010 2009

£ £

- 763,563
28,402,976 28,010,479
28,402,976 28,774,042
- (468,146)

(19,121,557)

{18,681,970)

(19,121,557)

(19,150,116)

. 295,417
9,281,419 9,328,509
9,281,419 9,623,926

- (102,283)
(5,832,410) (6,330,087)
(5,832,410) (6,432,370)

. 193,134

3,449,009 2,998,422
3,449,009 3,191,556
8,253 16,352
(99,307) (100,174)
3,357,955 3,107,734

(1,070,751) (1,022,702)
2,287,204 2,085,032

The group has no recognised gains and losses other than those included in the profits above, and
therefore no separate statement of total recognised gains and losses has been presented

There is no difference between the profit on ordinary activities before taxation and the retained profit
for the year stated above and therr historical cost equivalents




A. & J. M. Sheppard Limited

Balance sheets
As at 30 September 2010

Fixed assets
Intangible assets
Tangible assets

Investments

Current assets
Stocks
Debtors

Cash at bank and in hand

Creditors: amounts falling due
within one year

Net current assets

Total assets less current
liabilitles

Creditors: amounts falling due
after more than one year
Provisions for liabilities and
charges

Accruals and deferred income

Net assets

Capital and reserves
Called up share capital
Merger reserve

Profit and loss account

Equity shareholders’ funds

Notes

1
12

13

14
15

16

17

18
19

20
22
22

23

7

Group Company
2010 2008 2010 2009
£ £ £ £
2,670,470 3,286,473 2,670,470 3,286,473
5,912,959 6,001,710 5,912,959 6,001,710
- - 2,000 2,000
8,583,429 9,288,183 8,585,429 9,290,183
1,203,456 1,213,687 1,203,456 1,213,687
5,573,303 5,400,847 5,573,303 5,400,847
3,592,892 2,092,065 3,592,892 2,092,065
10,369,651 8,706,599 10,369,651 8,706,599
(6,488,268) (6,469,937) (6,488,268) (6,469,937)
3,881,383 2,236,662 3,881,383 2,236,662
12,464,812 11,524,845 12,466,812 11,526,845
(421,733) (775,766) (792,736)  (1,146,769)
(170,147) (160,761) (170,147) (160,761)
(89,424) (92,014) (89,424) (92,014)
(681,304)  (1,028,541)  (1,052,307)  (1,399,544)
11,783,508 10,496,304 11,414,505 10,127,301
14,950 14,950 14,950 14,950
369,003 369,003 - -
11,399,555 10,112,351 11,399,555 10,112,351
11,783,508 10,496,304 11,414,505 10,127,301

The financial statements on pages 6 to 21 were approved by the board of dwrectors on 3 Moupra- Lol

and were signed on its behalf by

W

J Sheppard
Director




A. & J. M. Sheppard Limited

Group cash flow statement
for the year ended 30 September 2010

Net cash inflow from operating activities
(reconcihation to operating profit on page 9)

Returns on investments and servicing of finance
Interest received

Interest paid

Taxation
United Kingdom corporation tax paid

Capital expenditure and financial investment
Purchase of tangible fixed assets

Sale of tangible fixed assets

Acquisitions and disposals
Purchase of unincorporated business

Equity dividends paid
Dividends paid

Net cash inflow before the use of liquid resources
and financing

Financing

Repayment of loans
Receipt of directors’ loan
Receipt of other loan

Increase in cash

Notes 2010 2009
£ £

3,791,267 3,899,484

8,253 16,352

(34,983) (100,174)

(26,730) (83,822)

(918,447) (776,200)

(300,774) (352,032)

63,950 -

(236,824) (352,032)

- (852,151)

(1,000,000) (300,000)

(343,161) (323,677)

89,100 204,291

100,000 -

04 1,455,205 1,415,893




A. & J. M. Sheppard Limited

Reconciliation of operating profit to net cash inflow from operating activities

Continuing operating activities
Operating profit

Amortisation of grants

Amarhisation of goodwill

Depreciation of tangible fixed assets
Loss on disposal of tangible fixed assets
Decrease In stock

(Increase) in debtors

(Decrease) In creditors

Net cash inflow from continuing operating activities

2010 2009

£ £
3,449,009 3,191,556
(2,590) (2,590)
616,003 697,127
262,803 280,352
62,772 23,003
10,231 42,143
(172,456) (315,669)
(434,505) (16,438)
3,791,267 3,899,484
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Notes to the financial statements
for the year ended 30 September 2010

1.  Princlpal accounting policies

These financial statements have been prepared under the historical cost convention, In accordance
with the Companies Act 2006 and applicable accounting standards. A summary of the more impaortant
group accounting policies Is set out below

Basls of consolidation

The consolidated profit and loss account and balance shest include the financial statements of the
company and of all the subsidiary undertakings made up to the pertod end The results of subsidiary
acquired are included in the consolidated profit and loss account from the date control passes Intra
company sales, profits and balances are eliminated fully on consolidation

On acquisition of a subsichary all of the subsidiary’s assets and habiliies that exist at the date of
acquisition are record at therr farr values reflecting their condition at that date  All changes in these
assets and labilities, and the operating gains and losses that arise after the group has gained control
of the subsidiary are charged to the profit and loss account

All company’s included within consolidation adopt uniform accounting policies

Fixed assets

The cost of tangible and intangible fixed assets is ther purchase cost, together with any incidental
expenses of acquisition

Depreciation is calculated so as to write off the cost of tangible fixed assets less therr residual values, on a
straight ine basis over the expected usefu! economic lives of the assets concerned The principal annual
rates used for this purpose are

. %
Fixtures and fitings 10
Equipment 20
Motor vehicles 25
Freehold buildings 2

Freehold land 1s not depreciated No depreciation 1s charged on assets in the course of construction
Short leasehold land and buildings are amortised over the penod of the lease

The directors undertake reviews of the carrying value of fixed assets when trigger events occur and
make such provisions for imparrment as they consider necessary
Investments

Investments are valued at cost Provisions for diminution In value of investments are made where
necessary against this cost

Goodwill
Goodwill ansing represents the excess of the farr value of the consideration given over the far value of

the identifiable net assets acquired Goodwill arising on the acquisition of pharmacies 1s eliminated by
amortisation through the profit and loss account over its useful economic life of 10 years
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Notes to the financial statements
for the year ended 30 September 2010 (continued)

Principal accounting policies (continued)

Finance and operating leases

Costs In respect of operating leases are charged on a straight line basis over the lease term Leasing
arrangements which transfer to the company substantially all the benefits and nsks of ownership of an
asset are treated as If the asset had been purchased outright The assets are included n fixed assets
and the capital element of the leasing commitments 1s shown as obligatons under finance leases
The fease rentals are treated as consisting of capital and interest elements The capital element i1s
applied to reduce the outstanding obligations and the interest element 1s charged aganst profit in
proportion to the reducing capital element outstanding Assets held under finance leases are
depreciated over the shorter of the lease terms and the useful lives of equivalent owned assets

Stocks

Stocks are stated at the lower of cost and net realisable value Cost 1s determined by professional
stocktakers Provision 1s made where necessary for obsolete, slow moving and defective stocks by
the professicnal stocktakers

Deferred taxation

Deferred tax I1s recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date, where transactions, or events that result in an obhigation to pay more tax in
future, or a nght to pay less tax in the future, have occurred at the balance sheet date.

Timing differences are temporary differences between profit as computed for taxation purposes and
profit as stated in the financial statements, which anse because certain items of income and
expenditure in the financial statements are dealt with in different periods for taxation purposes

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis
of all avallable evidence, it can be regarded as more hkely than not that there will be suitable taxable
profits from which the future reversal on the underlying timing differences can be deducted

Turnover

Turnover which excludes value added tax and trade discounts, represents the value of goods and
services supplied Turnover 1s recognised on dispatch of goods to customers

Pension scheme

The group operates a defined contnbution pension scheme which 1s non contributory Payments
made to the scheme are charged annually in these accounts as part of employment costs and
represents the group’s contributions payabie in the period

Grants

Grants that relate to specific capital expendiiure are treated as deferred income which 1s then credited
to the profit and loss account over the related asset's useful ife Other grants are released to the
profit and loss account in the penod in which they are received
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A. & J. M. Sheppard Limited

Notes to the financial statements

for the year ended 30 September 2010 (continued)

2. Turnover

Turnover consists entirely of sales made in the United Kingdom

3. Net operating expenses

Administrative expenses
Qther operating income

4, Directors’ emoluments

Aggregate emoluments

Company pension contributions to money purchase schemes

Highest paid director

Aggregate emoluments

Company pension contributions to money purchase scheme

2010
£

6,081,976
(249,566)

5,832,410

2010
£

333,487
5,132

2010
£

106,411

2,632

2009
£

6,708,142

(275,772)

6,432,370

2009

806,763

4,500

\

2009

i

350,843

Retirement benefits are accruing to four directors (2009 four directors) under money purchase schemes
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A. & J. M. Sheppard Limited

Notes to the financial statements

for the year ended 30 September 2010 (continued)

5. Employee information

The average monthly and weekly number of persons (including executive directors) employed by the

group during the year was -

By activity
Selling and distnbution

Staff costs (for the above persons)

Wages and salaries
Social secunty costs
Other pension costs (see note 21)

6. Interest payable and similar charges

Interest payable on overdrafts and bank loans
Interest payable on other loans

7. Profit on ordinary activities before taxation

Profit on orchnary activities before taxation i1s stated after
(crediting} / charging

Amortisation of grants

Loss on the disposal of fixed assets

Amaortisation of goodwill

Depreciation charge for year

- Tangible owned assets

Operating lease charges

- Other

Services provided by the company’s auditors
Fees payable for the audit
Fees payable for other services — fax comphance

2010
Number

182

2010
£

3,469,112
297,015
46,156

3,812,283

2010

34,983

64,324

98,307

2010

(2,590)
62,772
616,003
262,803
34,680

18,000
5,000

2009
Number

183

2009
£

3,695,450
332,756
116,341

4,144,547

2009

52,113
48,061

100,174

2009

(2,590)
23,003
697,127
290,266
34,680

17,000
5,000




A. & J. M. Sheppard Limited

Notes to the financial statements
for the year ended 30 September 2010 (continued)

8. Tax on profit on ordinary activities

14

2009

£
1,010,000
1,925

1,011,925

10,777

10,777

2010
Current tax: £
UK Corperation tax on profits of the year 1,066,989
Adjustments in respect of previous years (5,624)
Total current tax 1,061,365
Deferred tax
Orngmnation and reversal of iming differences 15,127
Changes in tax rates or l[aws (5,741)
Total deferred tax 9,386
Tax on profit on ordinary actlvities 1,070,751

1,022,702

The tax assessed for the year 1s higher than the standard rate of corporation tax in the UK (28%)

The difference is explained below -

2009
£

3,107,734

870,166

150,609
(10,775)
1,925

2010
£
Profit on ordinary activittes before tax 3,357,955
Profit multiplied by the standard rate of corporation tax i the UK
of 28% (2009 28%) 940,227
Effects of
Expenses not deductible for tax purposes 142,450
Accelerated capital allowances and other timing differences (15,688)
Adjustment to tax charges in respect of previous years (5,624)
Total current tax charge for the year 1,061,365

1,011,925

9. Profit for the financial year

Of the consolidated profit, £2,287,204 (2009 £2,085,032) 1s deait with In the accounts of A &J M
Sheppard Limited The directors have taken advantage of the exemptions afforded by the Companies

Act 2006 and not presented a profit and loss account for the company alone

10. Dividends

Equity shares 2010
£
Intenim paid £66 89 (2009 £41 80) per share 1,000,000

2009
£

300,000

Intenm dividends totaling £66 89 (2009 £41 80) per share were declared dunng the year A total
payment of £1,000,000 was made In the pnior financial year, a total payment of £300,000 was made

reflecting the fact that certain sharehclders had waived their nghts to dividends




A. & J. M. Sheppard Limited

Notes to the financial statements
for the year ended 30 September 2010 (continued)

11. Intangible fixed assets

Group and company

Cost
At 1 Qctober 2009

Additions

At 30 September 2010

Amortisation
At 1 QOctober 2009

Charge for the year

At 30 September 2010
Net book value
At 30 September 2010

At 30 September 2009

15

Goodwill
arising

on purchase
of retail
pharmacies
£

9,135,435

9,135,435

5,848,962
616,003

6,464,965

2,670,470
3,286,473

Goodwill arose on the purchase of retall pharmacies and 1s being amortised over a penod of 10 years

which the directors consider to be the useful economic life

12. Tangible fixed assets

Group and company Short

Freehold leasehold Fixtures

tand and land and and Motor
buildings holdings Equipment fittings vehicles Total
£ £ £ £ £ £

Cost
At 1 October 2009 6,005,948 25,618 545,944 1,128,256 127,114 7,832,880
Additicns 189,627 - 91,534 19,383 230 300,774
Disposals (108,660 - (64,700} - (60,885) (234,245)
At30 September 2010 ¢ a6 915 25,618 572,778 1,147,639 66,459 7,899,409
Depreciation
At t October 2009 709,402 7,657 370,011 662,709 81,491 1,831,170
Charge for year 108,714 1,832 54,829 85,261 12,167 262,803
Dhsposals (2,358) - {56,134) - (49,031) (107,523}
At 30 September 2010 815,758 9,389 368,706 747,970 44,627 1,986,450
Net book value
At 30 September 2010 5,271,157 16,229 204,072 399,669 21,832 5,912,959
At 30 September 2009 5,296,546 18,061 175,933 465,547 45,623 6,001,710
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A. & J. M. Sheppard Limited

Notes to the financial statements
for the year ended 30 September 2010 (continued)

13. Investments

Company

Cost

At 1 October 2009 and 30 September 2010

Amounts written off

At 1 October 2009 and 30 September 2010

Net book value

At 30 Septembet 2009 and 30 September 2010

Details of group undertakings are:

Name of company

A & J M Sheppard (Pencoed) Limited

J G Fletcher (Chem:sts) Co Ltd

14. Stocks

Goods for resale

15. Debtors

Amounts falling due within one year
Trade debtors

QOther debtors

Prepayments and accrued income

Country of Ctlass
Incorporation of share

United Kingdom  Ordinary

United Kingdom  Ordinary

Group
2010 2009
£ £

1,203,456 1,213,687

16
Interests in
group
undertakings
£
3,216,471
3,214,471
2,000
Proportion Principal
of nominal activities
value of
shares held
100% Non trading
100% Non trading
Company
2010 2009
£ £

1,203,456 1,213,687

Group
2010 2009
£ £
4,976,001 4,812,502
555,694 525,437
41,608 62,908

Company
2010 2009
£ £
4,976,001 4,812,502
555,694 525,437
41,608 62,908

5,573,303 5,400,847

5,573,303 5,400,847
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Notes to the financial statements
for the year ended 30 September 2010 (continued)
16. Creditors: amounts falling due within one year

Group Company

2010 2009 2010 2009

£ £ £ £
Bank overdrafts and loans (see below) 658,528 602,034 658,528 602,034
Trade creditors 3,839,299 3,659,933 3,839,299 3,659,933
Other creditors 107,838 6,787 107,838 6,787
Drirectors’ loan 877,827 788,727 877,827 788,727
Corporation tax 503,991 361,073 503,991 361,073
Other taxation and social securily 87,759 84,101 87,759 84,101
Accruals and deferred income 413,026 967,282 413,026 967,282

6,488,268 6,469,937 6,488,268 6,469,937

The bank averdrafts and loans are secured by a fixed charge over the company’s freehold properties

and by a fixed and floating charge over the assets of the company

Details concerning the Directors’ loan are provided in note 26 to the financial statements

17. Creditors: amounts falling due after more than one year

Group Company
2010 2009 2010 2009
£ £ £ £
Amounts owed to group undertakings - - 371,003 371,003
Bank lcans 421,733 775,766 421,733 775,776
421,733 775,766 792,736 1,146,769
Bank overdrafts and loans are repayable as follows -
Group Company
2010 2009 2010 2009
£ £ £ £
In one year or less 658,528 602,034 658,528 602,034
Between one and two years 355,331 345,914 355,331 345,914
Between two and five years 66,402 429,852 66,402 429,852
In five years or more
1,080,261

1,377,800 1,080,261 1,377.800

Bank loans are subject to interest at 1 25% above bank base rate

The bank loans are secured by a fixed charge over the company’s freehold properties and by a fixed

and floating charge over the assets of the company
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Notes to the financial statements
for the year ended 30 September 2010 (continued)

18. Provisions for liabilities and charges

Provisions for liabilities and charges consist entirely of a provision for deferred tax The movement on
the deferred tax provision can be analysed as follows

Group and company Deferred
taxation
£
At 1 October 2009 160,761
Charged to profit and loss account 9,386
At 30 September 2010 170,147
Provision for deferred tax comprises:
2010 2009
£ £
Accelerated capial allowances 170,147 160,761
19. Accruals and deferred income
Group and company £
Government Grants
At 1 October 2009 92,014
Credited to profit and loss account (2,590)
At 30 September 2010 89,424
20. Called up share capital
2010 2009
£ £
Allotted, called up and fully paid
14,950 ordinary shares of £t each 14,950 14,950

21. Pension obligations

The group operates a pension scheme in respect of the directors and contributes to other schemes In
respect of certain employees. All of these schemes are defined contribution schemes and the group
has no further obligations over and above the amounts paid into the schemes The total pension cost
for the year was £46,156 (2009 £116,341)
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22. Reserves
Group Group Company
Merger reserve Profit & loss Profit & loss
£ £ £
At 1 October 2009 369,003 10,112,351 10,112,351
Profit for the financial year - 2,287,204 2,287,204
Dividend - (1,000,000) (1,000,000)
At 30 September 2010 369,003 11,399,555 11,399,555
23. Reconciliation of movements in shareholders’ funds
Group Company
2010 2009 2010 2009
£ £ £ £
Profit for the financial year 2,287,204 2,085,032 2,287,204 2,085,032
Dividends {1,000,000) (300,000) (1,000,000) {300,000)
1,287,204 1,785,032 1,287,204 1,785,032
Opening shareholders’ funds 10,496,304 8,711,272 10,127,301 8,342,269
Closing shareholders’ funds 11,783,508 10,496,304 11,414,505 10,127,301
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24. Reconciliation of net cash flow to movement in net funds / (debt)
2010 2009
£ £
Increase in cash in penod 1,455,205 1,415,893
Movement in borrowings 154,061 119,386
1,609,266 1,535,279
Net (debt) at 1 October 2009 {74,462) (1,609,741)
Net funds at 30 September 2010 1,534,804 (74,462)
25. Analysis of net (debt) / funds
At Cash flow Non cash At
1 changes 30
October September
2009 2010
e £ £
Net (debt) / funds
Cash at bank and in 2,092,065 1,500,827 3,592,892
hand
Overdrafts (263,910) (45,622) (309,532)
1,828,155 1,455,205 3,283,360
Bank loans (1,113,890) 343,161 (770,729)
Directors’ loans (788,727) (89,100) (877,827)
Other loans - (100,000} (100,000)
(74,462) 1,609,266 1,534,804
Liquid resources and net debt are analysed in the balance sheet as follows -
2010 2008
£ . £
Cash at bank and in hand 3,692,892 2,092,065
Bank overdrafts and loans due within one year (608,528) (602,034)
Bank loans falling due after more than one year (421,733) (775,766)
Directors’ loans repayable within one year (877,827) (788,727)
Other loans repayable within one year (100,000) -
1,534,804 (74,462)
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Notes to the financial statements
for the year ended 30 September 2010 {(continued)

26. Related party transactions

Duning the year interest of £30,287 (2009 £24,031) was declared on the directors’ loan account due to
A Sheppard The interest payable was unpaid at the year-end and 1s included within accruals and
deferred ncome in note 16

During the year interest of £30,287 (2009 £24,031) was declared on the directors’ loan account due to
J M Sheppard The interest payable was unpaid at the year-end and 1s included within accruals and
deferred income in note 16

During the year a loan of £100,000 was advanced to the company by F Sheppard, the spouse of J
Sheppard, a director of the company interest of £3,750 was declared in respect of this loan The
interest payable was unpaid at the year-end and 15 included within accruals and deferred incorne in
note 16 The underlying loan balance I1s iIncluded within other creditors

The loans advanced by A. Sheppard, J M Sheppard and F Sheppard are unsecured and repayable
on demand

The company has taken advantage of the exemption provided by Financial Reporting Standard

Number 8 not to disclose any transactions or balances between group entities that are eliminated on
consolidation

27. Operating lease commitments

At 30 September 2009 the group and the company has annual commitments under non cancellable
operating leases as follows -

2010 2009

Land and Other Land and Other

Buildings bulldings
£ £ £ £
Expinng within one year - - - -
Expinng within two to five years - 4,015 - -
Expinng in over five years 34,680 - 34,680 -
34,680 4,015 34,680 -

28. Contingent liabilities

Certain grants received by the company have conditions attached and if these are not met, the
company may have a hability to repay these grants or a part thereof The potential hability to repay
one of the grants 1s secured by a fixed charge over certain of the company's freehold properties

29. Ultimate controlling party

The company s ultimately controlled by A Sheppard and J M Sheppard who have a 52% direct interest
in the equity share capital. A Sheppard and J M Sheppard also jointly hold 7,176 (2009 7,176)
ordinary shares of £1 each in a non beneficial capacity




