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Chairman’s Statement

I am pleased to report a very good performance for the Group in 2014 having made continued strong progress,

building on the foundations laid in the previous period, and in a further improved market place. In addition, I can

report to shareholders that the Group is well placed to make further advances in a very promising market.

In the financial period, turnover increased by 10% to £28.5 million (2013: £25.9 million) as average brick selling

prices increased by 13.5%. These price increases translated into a profitable outcome for the year and we can

anticipate continued progress with the recent completion of  the investment at our largest brickworks Freshfield

Lane, as the long awaited improvement in industry dynamics continues to play out favourably. I am particularly

pleased that our fortunes and prospects are positive enough to be able to reinstate dividend payments.

Financial Highlights:
2014 2013 +/-

Turnover £28.5 m £25.9 m +10%

Operating profit £2.8 m £1.4 m +100%

Basic EPS 2.72 p 0.18 p +2.54 p

Net assets £46.7 m £45.5 m +3%

Net assets per share 57.5 p 56.3 p +2%

Net Debt £2.1 m £4.2 m -£2.1 m

The price recovery in the brick market positively impacted the income statement in 2014 at all levels: as stated

above, turnover increased by 10% and improved gross profit by 30% as gross margin increased by 5% to 31%.

Operating profit from underlying business amounted to £3.0 million, by far the best result since the business

floated in 2004. With low borrowings, the interest burden for the Group is modest and the Profit before taxation

of  £2.6 million exceeded the equivalent figure in 2013 by 6.4 times.

These positive results were achieved despite a reduction in contribution from the landfill operations, which halved

to £130,000 as a result of  a combination of  external economic conditions and internal decisions to maximise

the lifetime assets and income at the Telford site.

The income statement has separated the costs of  non-underlying events so that the accounts demonstrate

better the true performance of  the Group. These non-underlying items in 2014 included set-up costs of  the

Freshfield Lane expansion project, which is expected to yield benefits in 2015 and beyond.

Cash and Borrowings

The Group ended the year with net debt of  £2.1 million (2013: £4.2 million) representing gearing of  under 5%.

Cash generated by operations of  £2.6 million was supplemented by the second of  three tranches of  the Bovis

land sale proceeds of  £1.5 million. The Group undertook capital expenditure of  just over £2 million in respect

of  the Freshfield Lane expansion project and completion of  the Telford reorganisation.

The Group has used cash resources to repay all borrowings except a Term Loan of  £5 million with Barclays

and a small residual hire purchase contract and has ceased the ineffective interest rate cap agreement. The

Group generates a strong cash flow from operations and along with the final £1.5 million deferred land sale

proceeds, is expected to be in a net positive cash position through 2015 which gives flexibility for capital projects

and shareholder distributions.

Assets and working Capital

The Group’s balance sheet is strongly backed by substantial fixed assets of  £42 million. Opportunities afforded

by surplus land assets continue to be evaluated and their eventual realisation is closer as time passes. No

significant planning or operational events have occurred in the year and prudent valuations have been made by

the Directors. Only one asset, the landfill void at Telford, has been subject to a valuation adjustment as a result

of  a change in the Board’s intended timescale of  landfill. As the economic benefit has been deferred for some

years, the net present value has reduced and as a result, the carrying value has fallen by £1 million. Net asset

value at 31 December 2014 stands at 57.5 pence (2013: £56.3 pence) per share.
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Working capital has increased marginally during 2014 as strong late season sales kept debtors unusually high.

Stock levels are now at a level that cannot be reduced much further. Overdraft facilities have been maintained

and, alongside cash balances, provide healthy headroom for security and allow investment in capital projects.

Dividend

Improved trading, reduced borrowings, strong cash flow and the realisation of  revaluation gains have now put

the Group in a position where it can recommence dividend payments. The Board are intent upon implementing

a sustainable dividend policy that reflects a balance between trading cashflow and long-term reinvestment in

capital assets. Accordingly, the Board is proposing a dividend of  0.5 pence per share in respect of  the financial

year ended 31 December 2014. Net debt is likely to be positive by the end of  2015, and the Board will seek to

make dividend payments out of  trading cash flow annually to establish and maintain a prudent level of  dividend

cover. 

Land Assets

We have received the second tranche of  funds from the sale of  the former factory site at Telford with a further

£1.5 million due in October this year.  We have undertaken a comprehensive review of  our clay reserves at this

site and based on current production levels believe these will extend in excess of  30 years. In the light of  the

improved market for brick manufacture our priority is to maximise this asset and we have therefore taken the

decision to cease landfill at this site for the foreseeable future.

We have now received detailed consent for an additional 20 years of  clay supplies at our Michelmersh site. Our

scheme for 200 houses has now been submitted at our quarry site at Charnwood and we continue to progress

our application for a landfill licence at our Dunton site. 

People

In the past year much work was done to strengthen the business and I would like to thank all our employees for

their hard work over the period. We have successfully recruited for our increased capacity at Freshfield Lane

and it is satisfying to anticipate a more stable outlook in the future.

Outlook

Two long anticipated events occurred during 2014: firstly brick industry prices increased for the first time in six

years and secondly two of  the major UK manufacturers have new overseas owners. 

A generational oversupply of  bricks has come to an end and the market is now reliant on increasing levels of

imports. The last big industry investments were in the 1980’s and capital will need to be directed to modernise

existing works rather than increasing capacity.

The current environment brings a new set of  challenges with our stocks, and industry stocks, at an all time low.

Bricks are no longer immediately available on demand but we have successfully managed our customers’

requirements and our hallmarks of  quality and service will continue to serve us well in the future.

Michelmersh Brick Holdings is the only UK owned brick manufacturer and places itself  in the top end of  the

market in terms of  quality of  products and service to customers. With a strong financial footing, and in a market

that seems set for continued prosperity, we can look forward to increasing profits and meaningful shareholder

returns. We have had a strong start to 2015 and, with our well-invested plants, feel well positioned for the year

ahead.

Eric Gadsden

Chairman

23 March 2015
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Clay Products

Demand for our product was strong during 2014. The Group achieved record forward intake figures throughout

the year, ensuring robust deliveries into 2015, with some current products currently on over 24 weeks availability.

We sold 70 million bricks in the period (2013: 71.5 million) against production of  67.5 million (2013: 65.4 million)

and sales were constrained by capacity for the first time in many years. Average selling prices increased by

13.5% to £395 per ‘000 (2013: £348) against an industry average increase for the year of  16%. This is a pleasing

increase in light of  the premium price enjoyed by our products. 

We worked hard with our customers to ensure that product delivery schedules during the year were well balanced

and in line with production and stock management. The Group achieved a good mix of  ‘Repair Maintenance

and Improvement’ (“RMI”) projects, specification and new housing work. 

There was success for recently launched new products such as Charnwood’s I-Line range. The East Ham

Customer Service Centre & Library won the coveted ‘Best Public Building’ at the BDA awards and the completion

of  the RFU Centre for Athletic Development at Penny Hill Park sparked much positive praise for the new high

end product. During 2014 the Group also saw the commencement of  other notable schemes such as the

contemporary Grosvenor Estates Arts Complex in Southampton and the new junior school complex for St.

Swithuns, the leading girls’ school in Winchester. Many urban regeneration projects continued with new phases

being ordered well into 2015 by developers such as Crest Nicholson’s Oak Grove and the Lendlease Elephant

& Castle regeneration project. Our close relationship with developers such as Berkeley Group Holdings Plc,

Croudace Homes Ltd and Octagon Developments Limited continues, with all delivering much needed high quality

housing stock using MBH Group products. The award winning Hill, Ceres CB1 redevelopment in Cambridge

also made an impact this year, again delivering unique quality homes. 

We continued to support key merchants and distributors with our robust distribution and partnership policy. 

Overall 2014 was a quieter period for the Hathern Terra Cotta division, however it finished the year with a strong

order intake having completed some intricate high value restoration work for the Jimmy Choo store refurbishment

in New Bond St. London, along with Brighton College’s stunning new entrance and clock tower.

Exports were positive for both our high value specification bricks and pavers with over 600,000 units going as

far a field as Singapore and New York, USA.

The drive for efficiency continued within our Central Sales Office as we reviewed our haulage operations, IT

and BIM data. Furthermore, we increased our truck fleet capacity with our rolling programme of  vehicle

replacement.

As with previous years, 2014 saw the Group continue it’s policy of  supporting education through supply of  free

product, resource and seminars to various colleges in the UK and contributing to the CITB Skill build programme.

In January 2014 we commenced our 20% expansion project at Freshfield Lane. The £2.2 million investment

extends capacity at the plant by 6 million bricks. We are pleased that the project was completed within budget

and on schedule and the plant now has a capability of  producing 36 million bricks per annum. The investment

encompassed a new clay preparation area, an additional brick making machine, extending drier capacity and

the erection of  a new ‘clamp’ for firing the bricks. The product output expansion at Freshfield Lane has meant

that we are now able to build upon and increase our strong regional RMI and SME developer relationships,

providing much needed extra capacity to new sites.

We scheduled a tunnel kiln shutdown at our Blockleys plant during December to carry out a major maintenance

programme. This consisted of  lining and ductwork improvements and long-term preventative maintenance of

the mechanical systems. The kiln that had been continuously firing bricks for five years was restarted ahead of

schedule delivering an increase over our budgeted output for 2015. 

Also at Blockleys we have this year commenced a £500,000 capital project to upgrade our fired brick packaging

facility. This builds on our kiln unloading investment in 2013 and involves the replacement of  the original

equipment with a new robotic system and the latest control software. The project will deliver operational cost

savings, increased capacity and reduced downtime risk. 
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Management Systems

Following our successful quality and environmental system review in 2013 we achieved full accreditation to

manufacturer’s ISO 9001 and ISO 14001 during the period meaning that all of  our manufacturing sites operate

to these standards. We are now focusing our efforts on expanding our sustainability and energy management

systems to achieve BES 6001 and ISO 50001.

Staff Development

During the year we restructured our operations functions following retirement and succession planning. Our

Group is now fully integrated with a highly skilled and focused team that are industry leading with succession

and development in place to address the future needs of  the business. 

Following on from our successful apprenticeship programmes at Charnwood and Freshfield Lane we set up a

technical engineering programme that started in September 2014 with The Manufacturer’s Organisation “EEF”.

The two apprentices spend their first year at residential college followed by three years at Blockleys and

Michelmersh. We are currently recruiting two further apprentices to start the programme in September 2015 for

Charnwood and Freshfield Lane. 

In February this year we added a sustainability manager to our operations team and expanded the existing team

roles to include a specific focus on training needs and staff  development.

Landfill and Land Assets

Activity at our Telford operations was reduced with turnover of  £400,000 (2013: £632,000) on a tonnage of

63,000 (2013: 200,000) at significantly higher rates. However we have undertaken a comprehensive review of

our reserves and now have a robust plan to maximise these. During this process it became apparent that it

would not be possible to continue landfilling at previous rates during the life of  the quarry. In these circumstances

and in light of  improved brick trading it was decided to shut the landfill at this site for the foreseeable future.

We are planning limited landfill at our Charnwood site to restore the quarry to a land form suitable for

development later this year. Our application for 200 houses was submitted at the end of  2014 and is now being

considered by the Planning Authority.

We are close to finalising all documentation for a landfill licence in discussion with the Environment Agency at

our Dunton site and will consider options to maximise this asset during the course of  the year.

Finally we have received detailed planning consent for additional clay extraction at our Michelmersh site which

secures many years of  reserves at the site and allows us to consider investment in plant and processes to

increase efficiency and reduce risks of  breakdown.

Outlook

With house building recovering from low levels and a continued need for new housing the business is now set

to make further progress. 

Over the course of  the next few months we will start to see the benefit of  improved production, pricing structures

and market dynamics benefit our business.

Although we are well invested there will be opportunities to further enhance and future proof  our facilities and

with our strong cash position we are looking to continue to make marginal improvements wherever possible.

We continue to strengthen our market position in a highly capital intensive industry with huge barriers to entry.

Increased reliance on imports underlines brick as the material of  choice for owners, developers and lenders.

It is to be hoped that we are now in a period where the true worth of  this product for its appearance, longevity,

sustainability, flexibility in use and low maintenance requirement will be properly valued. 

Martin Warner

Chief Executive

23 March 2015
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A R G Hardy

Company Secretary S H P Morgan

Registered Office Freshfield Lane
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Nominated Adviser and Broker Cenkos Securities PLC
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Auditors Nexia Smith and Williamson Audit Limited
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Directors’ Biographies

Eric Gadsden, Chairman

In 1997, Eric Gadsden formed the Company with Martin Warner. Eric has spent all his working life in

the construction industry and is currently Managing Director of  W.E. Black Limited, a Buckinghamshire based

construction and property company. Eric is a member of  the Audit and Remuneration Committees.

Martin Warner MSc FRICS, Managing Director 

Martin Warner formed Michelmersh with Eric Gadsden in 1997 and has served as Chief  Executive since

that date. Martin is a Fellow of  the Royal Institute of  Chartered Surveyors and is a director of  the Brick

Development Association.

Frank Hanna, Commercial Director

Frank Hanna has over 24 years of  brick industry experience. Frank joined Freshfield Lane Brickworks Limited

(“FLB”) in 1991 having formerly worked for Lesser D&B and Hanson Brick Ltd. Frank was appointed to the Board

of FLB in 1996 as Sales & Technical Director before becoming a shareholder in 2000. He was appointed Director

of  the Company on 30 March 2010. Frank has chaired both the Brick Federation and PWP within the Brick

Development Association (BDA).

Stephen Morgan BA ACA, Finance Director

Stephen Morgan is a Chartered Accountant having trained with KPMG. He was previously Finance Director and

Company Secretary at an AIM listed property company where he experienced a range of  corporate acquisitions

and disposals. He joined Michelmersh in August 2010 as Interim Finance Director and Company Secretary and

was appointed as Finance Director and Company Secretary on 9 November 2010.

Peter Sharp, Group Operations Director

Qualified through the Institute of  Directors, Peter has been in the industry for 30 years including 10 with

Michelmersh and 14 with Ibstock Brick. He studied business and ceramics at Loughborough and Staffordshire

universities and has a diverse range of  skills and qualifications in construction, management and technical

matters. He joined the main board as Operations Director in May 2011. 

Bob Carlton-Porter, Non-Executive Director

An Associate of  the Chartered Institute of  Bankers, a Fellow of  the Association of  Corporate Treasurers and a

Fellow of  the Chartered Institute of  Marketing, Bob is an international industrialist with over 40 years’ experience

as a financial and commercial director. Following positions in banking, the food and commodity industry he joined

Hoechst AG in finance and treasury, leaving to join English China Clays PLC as Group Finance Director. Over

the past years he has Chaired listed companies in the property sector latterly Newport Holdings PLC, Aram

Resources PLC and ROK plc. Bob is chairman of  the Audit and Remuneration Committees. 

Alan Hardy, Non-Executive Director

Alan Hardy has worked at Freshfield Lane Brickworks Limited (“FLB”) since 1983 apart from a period of  time at

Redland Bricks Limited in 1985. Alan became a shareholder in FLB in 1983 and he became managing director

in 1986. Alan is also a Justice of  the Peace for the Sussex Bench, having been appointed in 1994. Alan was

appointed as a Director of  the Company on 30 March 2010 and currently serves as Non-Executive Director.

Alan is a member of  the Audit and Remuneration Committees.
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Directors’ Report

The Directors present their report and consolidated financial statements of  the Group for the year ended

31 December 2014.

Principal Activities and Business Review

The principal activity of  the Company during the year was the management and administration of  its subsidiary

companies. The principal activity of  the main trading subsidiary company was the manufacture of  bricks, with

another subsidiary operating a landfill site. All other subsidiary companies were non-trading.

The Directors are satisfied with the performance of  the Group for the year and with the position of  the Group at

31 December 2014.

Trading Results and Dividends

The trading results for the year and the Group’s financial position at the end of  the year are shown in the financial

statements on pages 14 to 44.

The Directors are pleased to recommend the payment of  a dividend for the year of  0.5 pence per ordinary share

payable on 30 June 2015 to shareholders on the register on 29 May 2015 (2013: £nil).

Directors and their Interests in Shares of the Company

The Directors who served the Company during the year together with their beneficial interests in the shares of

the Company were as follows:

31 December 31 December
2014 2013

Ordinary Shares Ordinary Shares
of 20p each of 20p each

E J S Gadsden 22,658,274 22,658,274

M R Warner * 5,588,732 6,588,732

R W Carlton-Porter ** 20,000 20,000

F Hanna 1,228,015 1,228,015

A R G Hardy *** 4,296,474 6,559,391

S H P Morgan – –

P N Sharp **** – –

* M R Warner is a trustee of  a discretionary trust which is the registered owner of  5,338,393 of  Ordinary

Shares which are included in the above.

** R W Carlton-Porter has a controlling interest in a business which owns 20,000 Ordinary Shares.

*** A R G Hardy is a potential beneficiary of  a discretionary trust which holds 4,166,474 Ordinary shares which

are included in the above.

**** P N Sharp is a member of  the Michelmersh Brick Holdings Plc SAYE scheme and has the entitlement to

purchase 63,157 Ordinary shares at 19 pence in December 2016.

The Executive Directors M R Warner, F Hanna, S H P Morgan and P N Sharp have each been awarded options

on 41,000 Ordinary Shares under the Michelmersh Brick Holdings plc 2014 Schedule 4 Company Share Option

Plan. The options are exercisable between July 2017 and July 2024 at an exercise price of  72.75 pence.

Analysis of  Directors’ emoluments for the year is shown in note 11 of  the financial statements.

Corporate Governance

The Company’s shares are traded on the AIM Market of  the London Stock Exchange and the Company is not

therefore required to report on compliance with the Combined Code (“The Code”). However the Board of

Directors supports The Code, and also the recommendations of  the Quoted Companies Alliance (“QCA”) in its

bulletin “Corporate Governance Code for Small and Mid-sized entities 2013” (the “QCA Code”). The QCA Code

provides a series of  recommendations for smaller quoted companies in approaching the question of  corporate

governance.
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Directors’ Report
(continued)

Accordingly, the Board has established an Audit Committee and a Remuneration Committee, and complies with

The Code in areas where it is felt justified by reference to the QCA comments as being relevant to a business

the size of  Michelmersh Brick Holdings Plc.

Going Concern

The Company’s business activities, together with the factors likely to affect its future development, performance

and position are set out in the Chairman’s Statement and the Chief  Executive’s Review on pages 2 to 5. In

addition, note 20 to the financial statements includes the Company’s objectives, policies and processes for

managing its capital, its financial risk management objectives and its exposures to credit risk and liquidity risk.

The Company meets its funding requirements through a combination of  a Term Loan, asset backed finance

agreements and overdraft facilities.

The Directors have a reasonable expectation that the Company has adequate resources to continue in

operational existence for the foreseeable future. Thus they continue to adopt the going concern basis of

accounting in preparing the annual financial statements.

Internal Control

The Directors acknowledge their responsibilities for the Group’s system of  internal control. The Board has

continued to review the effectiveness of  the systems, and has considered major business and financial risks.

The Directors believe that the established systems of  internal control are appropriate to the business.

Policy on Payment of Creditors

It is the policy of  the Group to pay all creditors promptly. The average credit age for the Group is 28 days

(2013: 23 days). The Group has continued to pay creditors on terms consistent with 2013.

Financial Instruments

The Group’s policy is to finance working capital through appropriate bank borrowings and retained earnings.

The Group is exposed to the usual credit and cash flow risk associated with selling on credit and manages this

through credit control procedures. For further details refer to note 20 in the financial statements.

Health and Safety

The Group has established a procedure for works safety inspections, the results of  which are reviewed for

each location. This programme is supplemented by risk surveys carried out both internally and by external

specialist consultants.

In addition to the foregoing, there is regular communication with employees on safety matters. There is an

ongoing safety training programme for employees. The induction programme for all new employees emphasises

all safety considerations relevant to the Group’s operations.

All safety incidents are fully investigated and where appropriate, employees are made aware of  the

circumstances relating thereto in order to minimise the chances of  any recurrence.

Employees

The Group’s loyal and skilled workforce is essential for its future prosperity. Where appropriate, employees are

provided with information on matters of  interest and concern to them. The Group encourages contact and

interaction between members of  staff  at all levels.

At 31 December 2014, the Group employed 264 male and 19 female members of  staff. None of  the females

were Directors of  the Company and 2 of  the Group’s 11 senior managers were female.

It is the policy of  the Group to give full and fair consideration to the employment of  disabled persons in jobs

suited to their individual circumstances and, as appropriate, to consider them for recruitment opportunities,

career development and training. Where possible, arrangements are made for continuing employment of

employees who have become disabled whilst in the Group’s employment.
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Directors’ Report
(continued)
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Provision of Information to Auditors

So far as each of  the Directors who held office at the date of  this Director’s Report is aware:

● There is no relevant audit information of  which the Company‘s auditors are unaware; and

● Each Director has taken all steps that he ought to have taken as a Director to make himself  aware of  any

relevant audit information and to establish that the Company’s auditors are aware of  that information.

Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report, the Group and Parent Company financial

statements in accordance with the applicable United Kingdom 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 of  the parent company in accordance with the United

Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)

and have prepared the consolidated financial statements in accordance with International Financial Reporting

Standards as adopted by the European Union and applicable law. Under company law the Directors must not

approve the financial statements unless they are satisfied that they give a true and fair view of  the state of

affairs of  the Company and of  the Group for that period. In preparing these 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 accounting standards have been followed, subject to any material departures

disclosed and explained in the financial statements; and

● prepare the financial statements on the going concern basis unless it is inappropriate to presume that

the Company will continue in business.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy

at any time the financial position of  the Company and Group and to enable them to ensure that the financial

statements comply with the Companies Act 2006. The Directors are also responsible for safeguarding the assets

of  the Company and Group and hence take reasonable steps for the prevention and detection of  fraud and

other irregularities.

The Directors are responsible for the maintenance and integrity of  the corporate and financial information

included on the Company’s website. Legislation in the United Kingdom governing the preparation and

dissemination of  the financial statements and other information included in the annual reports may differ from

legislation in other jurisdictions.

Auditors

A resolution to re-appoint Nexia Smith and Williamson Audit Limited as auditor for the ensuing year will be put

to the Annual General Meeting.

Signed by order of  the Board

M R Warner

Director

Approved by the Directors on 23 March 2015

Michelmersh Brick Holdings Plc

Registered in England and Wales No. 03462378
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Strategic Report

Objectives and strategies

The Group’s principal activity is as a manufacturer and distributor of  clay bricks and tiles used in the construction

industry. It has also operated a landfill site which generates income and fulfils obligations of  restitution of  the

land following clay extraction used in the manufacturing process. Landfill operations have now ceased in order

to protect mineral resources and hence maximise the long-term life of  the brickworks. Landfill operations are

expected to commence at the former Dunton brickworks site in 2016 to fulfil remediation obligations and to

generate an economic return. Ultimately, remediated land has alternative use potentially as a development site

and the Group seeks to maximise long term shareholder return by ensuring appropriate remediation.

Clay products are produced at four manufacturing plants and are locally distinctive. Sales are largely to

merchants and brick factors who distribute to the construction industry. The Group has a largely fixed capacity

of  manufacture from existing plant at each of  its current brickworks although that has been increased during

2014 through the expansion program at Freshfield Lane. The Company seeks to maximise return by

manufacturing high quality product to meet specified demand and investment to improve yields and reduce input

costs.

Trends and Future Developments

The UK brick industry has been dominated by three large overseas owned manufacturers who seek to maximise

their market share in what has been for several years a depressed construction sector. In 2015, ownership of

two of  these businesses is set to change hands through acquisition by overseas investment companies. The

impact of  these changes on the Michelmersh Group is as yet uncertain but unlikely to be negative. The general

recovery of  the economy and fundamental demand for housing against a backdrop of  low start numbers

suggests that the brick manufacturing business should see continued healthy activity and a return to normal

pricing over time.

The Directors consider the prospects for the Group to be encouraging through increased efficiency as a result

of  past and ongoing investment, together with current developments in the construction sector.

Principal Risks and Uncertainties

The majority of  the Group’s products will be used in residential schemes of  new housing developments or repair

and maintenance projects which will be affected by general economic conditions and government incentives,

and as such the demand for our output will be dependent on these factors. The production process is heavily

dependent on gas and electrical energy and profitability will be affected by global energy prices. In the short

and medium term, the Group hedges its energy cost so that its financial results are to an extent insulated from

unpredictable changes in world energy prices.

Financial and non-financial indicators

The Directors monitor the business predominantly through review of  financial results, including revenue,

operating profit and cash flow, as well as through quality control indicators such as health and safety reporting,

employee welfare and efficiency reviews. The Directors are satisfied that these indicators adequately address

the principal business risks faced by the Group which include energy prices, the failure of  quality control systems

and skill shortages as well as the prevailing economic climate. For further information regarding the business

in the year, refer to the Chairman’s Statement, the Chief  Executive’s Review and the Directors’ Report.

The Directors scrutinise closely the average selling price of  the range of  products sold, the average cost of

production and despatch and manufacturing outputs for short term performance. The Board also review

prospects through energy indicators and construction trends.
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Strategic Report
(continued)

Development and Performance

Manufacturing of  clay products and operation of  landfill operations are closely regulated by the environmental

authorities and the Group has extensive embedded procedures to manage its operations. The Group is

committed to the protection of  the environment and aims to minimise the impact of  its business activities by

maintaining a management structure, which ensures effective environmental management and compliance with

all relevant legislation. Management will review environmental considerations as part of  the decision making

process, and strive to improve performance by minimising waste, maximising recycling and optimising the use

of  energy, water and raw materials. Management will communicate and consult with interested parties on

environmental issues, and provide employees with relevant environmental training.

M R Warner

Director

Approved by the Directors on 23 March 2015

Michelmersh Brick Holdings Plc

Registered in England and Wales No. 03462378
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Independent Auditors’ Report 
to the Members of Michelmersh Brick Holdings Plc
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We have audited the financial statements of Michelmersh Brick Holdings Plc for the year ended 31 December 2014

which comprise the Group Income Statement and Statement of  Comprehensive Income, the Group Balance

Sheet, the Group Statement of  Changes in Equity, the Group Statement of  Cash Flows, the General Information

and Accounting Policies and the related notes 1 to 27. The financial reporting framework that has been applied

in their preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by

the European Union.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of  Part 16 of

the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members

those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest

extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the

company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 10, the directors are

responsible for the preparation of  the financial statements and for being satisfied that they give a true and fair

view. Our responsibility is to audit 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 Financial Reporting Council’s (FRC’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of  the scope of  an audit of  financial statements is provided on the FRC’s website at

www.frc.org.uk/apb/scope/private.cfm.

Opinion on financial statements

In our opinion:

● the financial statements give a true and fair view of the state of the group’s affairs as at 31 December 2014

and of  the group’s profit for the year then ended;

● the group financial statements have been properly prepared in accordance with IFRSs as adopted by the

European Union;

● the financial statements 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 and Strategic Report for the financial year for which

the financial statements are prepared is 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 opinion:

● 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.

Other matter

We have reported separately on the parent company financial statements of  Michelmersh Brick Holdings Plc

for the year ended 31 December 2014.

Ian Cooper Portwall Place

Senior Statutory Auditor, for and on behalf  of Portwall Lane

Nexia Smith & Williamson Bristol

Statutory Auditor BS1 6NA

Chartered Accountants

23 March 2015
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Consolidated Income Statement
for the year ended 31 December 2014
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Non- Non-
underlying underlying 

Underlying items Underlying items
2014 2014 2014 2013 2013 2013

notes £'000 £'000 £'000 £'000 £'000 £'000

Revenue    28,476   25,929
    (19,750)   (19,205)

   8,726   6,724
    (6,086)   (6,099)
    161   759

Operating profit/(loss)   2,801   1,384
     (199)   (977)

Profit/(loss) before
taxation    2,602   407
      (401)   (302)

Profit/(loss) for the 
financial year from 
continuing operations   2,201   105



     –   (1,653)

Profit/(loss) for the
financial year   2,201   (1,548)

   

    
  
    
  
   

    
 
 
    
 

    
 
   

    

       

           
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Consolidated Statement of Comprehensive Income
For the year ended 31 December 2014
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2014 2013
notes £’000 £’000

Profit/(loss) for the financial year  

Other comprehensive income:
 
       
       
      

 

Total comprehensive income for the year  

      

           

 



Consolidated Balance Sheet
as at 31 December 2014

16 Michelmersh Brick Holdings Plc  Annual Report 2014

2014 2013
notes £’000 £’000

Assets

Non-current assets
     
     

 
Amounts falling due after one year
    
    

Total non-current assets  

Current assets
   
      
  
      

Total current assets  

Total assets  

Liabilities
Current liabilities
       
  
       
    

Total current liabilities  

Non-current liabilities
     
    

 

Total liabilities  

Net assets  

Equity attributable to equity holders
      
    
  
    

Total equity   

           
 
M R WARNER

Director

           

 
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Share
Share option Merger Share Revaluation Retained

capital reserve reserve premium reserve earnings Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000

As at 1 January 2013       

        
         
         
  
         

 
       
          
 
        
  
        

As at 31 December 2013       

        
         
  
         

 
       
          
 
        
  
        
         

At 31 December 2014 16,247 48 979 11,495 16,503 1,422 46,694

              
   

 
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Consolidated Statement of Cash Flows 2014 2013
for the year ended 31 December 2014 £’000 £’000

Cash flows from operating activities
    
   
    
   
   
   
   
   
       
      

Cash flows from operations before changes in working capital  
   
    
      

Net cash generated by operations  
     
   

Net cash generated by operating activities  

Cash flows from investing activities
     
   
    
     

Net cash (used in)/generated by investing activities  

Cash flows from financing activities
    
   
        

Net cash used in financing activities  

Net increase in cash and cash equivalents  
        

Cash and cash equivalents at the end of the year  

Cash and cash equivalents comprise:
       
    

 

           

 



General Information and Accounting Policies

General Information

Introduction














Accounting Policies

Basis of Preparation


   
 
 








 

               





New Standards and interpretations

Accounting standards and interpretations adopted during the year

            
 

●           


● 

● 

●     
 

● 

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General Information and Accounting Policies
(continued)

Accounting Policies (continued)

● 


● 


Standards issued by the International Accounting Standards Board (IASB) not effective for the current

year and not adopted by the Group

     





Basis of consolidation




      


 



Going Concern





    









Revenue








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General Information and Accounting Policies
(continued)

Accounting Policies (continued)



Building materials product revenue





Landfill revenue

        


Goodwill





Licences





Property, plant and equipment










  
  
  
  
  















 

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General Information and Accounting Policies
(continued)

Accounting Policies (continued)

Impairment of assets
















Inventories








Financial Instruments




Interest-bearing borrowings

  
       




              
 

Trade and other receivables










Trade and other payables



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General Information and Accounting Policies
(continued)

Accounting Policies (continued)

Derivative financial instruments







Cash and cash equivalents





Share based payment transactions

            






Operating Lease Agreements




Taxation
















            
 
 







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General Information and Accounting Policies
(continued)

Accounting Policies (continued)

Pension costs

  



Carbon emissions allowances policy




Dividends



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1. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ACCOUNTING UNCERTAINTY




●     


●              
             


● 






● 



2. SEGMENTAL REPORTING



   


            










Building materials:



● 

●  

●  

● 

Landfill:



●  





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2. SEGMENTAL REPORTING (continued)
2014 2013

Segmental PBT Segmental PBT
Revenue Revenue

Continuing Activities £’000 £’000 £’000 £’000

Building materials
    
    
    
     

     

   

Landfill
    

   
    

   
    

    

Discontinued Activities
    


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2. SEGMENTAL REPORTING (continued)

Other segmental disclosure

2014 2013

Intangible Intangible 

Property, fixed Property, fixed 

plant and Equipment assets plant and Equipment assets 

Additions Depreciation Amortisation Additions Depreciation Amortisation 

£’000 £’000 £’000 £’000 £’000 £’000

Building materials
      
      
      
       

     
Landfill
      

Discontinued
      

     

Revenue by geographical destination
2014 2013
£’000 £’000

  
  
  

 








3. OTHER INCOME
2014 2013
£’000 £’000

  
  
  
  

 
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4. FINANCE COSTS
2014 2013
£’000 £’000

  
  
  

  

 

5. PROFIT BEFORE TAXATION
2014 2013
£’000 £’000


    
    

   
    

   

6. DISCONTINUED OPERATIONS




2013
£’000

Revenue 

Operating loss 

Underlying loss after taxation for the financial year from 
discontinued operations 

Non-underlying loss before taxation for the financial year from 
discontinued operations 

Non-underlying loss after taxation for the financial year from 
discontinued operations 



 
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7. NON UNDERLYING ITEMS
Cost of sales Administration 2014

expenses Total
£’000 £’000 £’000

Set up costs – Freshfield expansion project
    
   
   

  
Others

   

  

Set up costs – Freshfield expansion project

               



 

 

 





NON UNDERLYING ITEMS
Cost of Sales Administration Other 2013

expenses income Total
£'000 £'000 £'000 £'000



    
    
    

   

 

 
 

Others
    
    

    
    
    

– (443) 694 251 
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8. DIVIDEND


 

9. AUDITORS REMUNERATION
2014 2013

£’000 £’000


  


   
   
   




10 PARTICULARS OF EMPLOYEES


2014 2013

  
  

 

2014 2013
£’000 £’000

  
  
  

 

11. DIRECTORS’ EMOLUMENTS


Total Total

Basic emolu- emolu-
Salary Bonus Pension ments ments 

2014 2014 2014 2014 2013
£’000 £’000 £’000 £’000 £’000

     
     
     
     
     
     
     

    




2014 2013
£’000 £’000

  


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12. TAXATION

a) Recognised in the income statement

2014 2013
£’000 £’000

Current tax expense
  
  

 
Deferred tax 
  

Total income tax charge in the income statement  

b) Factors affecting the tax charge for the year




2014 2013
£’000 £’000

Factors affecting the tax charge for the current year

Reconciliation of effective tax rate
  

  

  
  
  
  
  
  
  

 

c) Factors affecting future tax charges












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13. INTANGIBLE ASSETS

Carbon 
PPC emissions 

Goodwill license quota Total
£’000 £’000 £’000 £’000

Cost or valuation
    
    

    
    

As at 31 December 2014    

Amortisation
    
    

    
    

As at 31 December 2014    

Net book value
At 31 December 2014    

At 31 December 2013    

GOODWILL

   
          






   




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14. PROPERTY, PLANT AND EQUIPMENT

Freehold Site Plant and Fixtures
land and develop- Motor machin- Equip- and 

buildings ment vehicles ery ment fittings Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000

Cost or valuation
       
       
       
       
       
       
       

       
       
       
       
       
       

At 31 December 2014       

Amortisation
       
       
       
       

       
       
       

At 31 December 2014       

Net book value
At 31 December 2014       

At 31 December 2013       





 
 




 


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14. PROPERTY,  PLANT AND EQUIPMENT (continued)




2014 2013
£’000 £’000

Historical cost
  
  
  

  



       


IFRS13 









Methodology 


Level 1  


Level 2   


Level 3  

  
 

Valuation techniques


    










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14. PROPERTY,  PLANT AND EQUIPMENT (continued)

2014 2013
£’000 £’000

   
  
  
  
  
  

   

Sensitivity










15. SUBSIDIARIES



Class of % 
Country of Shares age of 

Company Incorporation held holding Nature of business 

     
     
     

     
      
      



16. INVENTORIES
2014 2013
£’000 £’000

  
  
  

 




 

 


Notes to Financial Statements (continued)
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17. TRADE AND OTHER RECEIVABLES 
2014 2013

Amounts falling due within one year £’000 £’000

  
  
  

 

Amounts falling due after one year
  










2014 2013
£’000 £’000

30 days overdue  
30 – 60 days overdue  
60 – 90 days overdue  

 


    




18. TRADE AND OTHER PAYABLES
2014 2013

Amounts falling due within one year £’000 £’000

  
  
  
  
  

 





  

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19. BORROWINGS

Interest rate risk of financial assets and liabilities


   




Borrowing facilities

 


Interest bearing liabilities



2014 2013

Minimum Minimum 
lease lease 

payment Interest Principal payment Interest Principal 
£’000 £’000 £’000 £’000 £’000 £’000

       
      

     








Bank loans and overdrafts



2014 2013
£’000 £’000

  
  
  
  

 

       
 
  



Notes to Financial Statements (continued)
Year ended 31 December 2014

Michelmersh Brick Holdings Plc  Annual Report 2014  37

 



19. BORROWINGS (continued)

Derivative








2014 2013
£’000 £’000

 

20. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

Financial instruments








 


Financial risk factors






   



 


Market risk

Cash flow and fair value interest rate risk









Notes to Financial Statements (continued)
Year ended 31 December 2014

38 Michelmersh Brick Holdings Plc  Annual Report 2014
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20. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES (continued)

Liquidity risk


              
    







Less Between Between 
than 1 and 2 and Over 

1 year 2 years 5 years 5 years
At 31 December 2014 £’000 £’000 £’000 £’000

    
    
    

Less Between Between 
than 1 and 2 and Over 

1 year 2 years 5 years 5 years
At 31 December 2013 £’000 £’000 £’000 £’000

    
    
    

Capital management















2014 2013
£’000 £’000

  
  

  

  

  

Notes to Financial Statements (continued)
Year ended 31 December 2014
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 



20. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES (continued)

Fair value estimation

             




Sensitivity analysis

Interest rate sensitivity






2014 2013
£’000 £’000

  





21. PENSIONS

Defined contribution Scheme 






22. DEFERRED TAXATION

 

Property
plant and Other 

Losses equipment items Total
£’000 £’000 £’000 £’000

Cost
    
    
    

    
    
    

    






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23. COMMITMENTS UNDER OPERATING LEASES




2014 2013
£’000 £’000

Operating leases which expire
  
  

 



24. SHARE CAPITAL
2014 2014 2013 2013

Authorised share capital Number £’000 Number £’000

    

2014 2014 2013 2013
Allotted, called up and fully paid: Number £’000 Number £’000

    





25. SHARE BASED PAYMENTS

Share option reserve £’000

 
 
 

 




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25. SHARE BASED PAYMENTS (continued)

a) Michelmersh Brick Holdings Plc Group share option schemes

No. of No. of 
options Options options 

Subscription as at forfeited/ as at 
Year of price per 31 December Options lapsed in 31 December 
Grant share Vesting period 2013 granted the year 2014

  
    

  
    

  
    

  
    

 



b) Michelmersh Brick Holdings Plc SAYE scheme

No. of No. of 
options Options Options options 

Subscription as at exercised forfeited as at 
Year of price per 31 December in the in the 31 December 
Grant share Vesting period 2013 year year 2014

  
    

  
    










 
 
 
 


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25. SHARE BASED PAYMENTS (continued)



2014 2013

Weighted Weighted
average average
exercise exercise

No price No price

    
    
     

   

    

  


26. EQUITY ATTRIBUTABLE TO EQUITY HOLDERS

Share option reserve

  


Share premium account



Merger reserve




Revaluation reserve


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27. EARNINGS PER SHARE




2014 2013
£’000 £’000

   
   
   

Number of shares

  
  

  

Earnings per share from discontinued operations
  
  






Notes to Financial Statements (continued)
Year ended 31 December 2014
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Michelmersh Brick Holdings Plc

Parent Company Financial Statements

Year ended 31 December 2014

 





         




 




Respective responsibilities of directors and auditor

    

 



Scope of the audit of the financial statements

                 
www.frc.org.uk/apb/scope/private.cfm

Opinion on financial statements


● 
●        


● 

Opinion on other matter prescribed by the Companies Act 2006




Matters on which we are required to report by exception



● 


● 
● 
● 

Other matter




 
 
Nexia Smith & Williamson 
 


 

46 Michelmersh Brick Holdings Plc  Annual Report 2014

Independent Auditors’ Report to the Shareholders

 



Michelmersh Brick Holdings Plc  Annual Report 2014  47

Company Balance Sheet 2014 2013
as at 31 December 2014 notes £’000 £’000

Fixed assets

   
   
   

  

   

Total non-current assets  

Current assets

  
    

Total current assets  

Creditors:    

Net current assets  

Total assets less current liabilities  
Creditors   
Provisions for liabilities

   

Net assets  

Capital and Reserves

   
   
   
   
   
   

Equity shareholders’ funds  

  
 

M R WARNER

Director

    

Company Balance Sheet

 



Accounting Policies
Year ended 31 December 2014

Basis of preparation


    


 
   


Investments



Depreciation

   







  
  



















Share based payment transactions

            






Operating lease agreements



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Accounting Policies (continued)
Year ended 31 December 2014 

Deferred taxation







Pension costs





Carbon emissions allowances







Dividends



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1. TANGIBLE FIXED ASSETS
Freehold land Motor Site
and buildings Equipment vehicles development Total

£’000 £’000 £’000 £’000 £’000

Cost or valuation

     
     
     
     

     

     
     
     
     

At 31 December 2014     

Amortisation

     
     
     

     

     
     

At 31 December 2014     

Net book value

At 31 December 2014     

At 31 December 2013     

Revaluation of fixed assets


   
  






 
 

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Notes to Company Financial Statements (continued)
For the year ended 31 December 2014

1. TANGIBLE FIXED ASSETS (continued)





2014 2013
£'000 £'000

Historical cost

  

2014 2013
£'000 £'000

Historical cost depreciation 

  

2. INVESTMENTS – UNLISTED

2014 2013
£’000 £’000

Cost

  
  
  

  




Country of Class of Percentage Nature of 
Company incorporation shares held holding business


     
     


     


     
     

3. INTANGIBLE ASSETS



2014 2013
£’000 £’000

Cost

  
  

  
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Notes to Company Financial Statements (continued)
For the year ended 31 December 2014

4. DEBTORS 

Amounts falling due within one year
2014 2013
£’000 £’000

  
   
  

 

Debtors – Amounts Falling Due After One Year

   

5. CREDITORS: Amounts falling due within one year
2014 2013
£’000 £’000

  
  
  

 

6. CREDITORS: Amounts falling due after more than one year 
2014 2013
£’000 £’000

  
  

 


 

  



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7. PROVISIONS FOR LIABILITIES



2014 2013
£’000 £’000

  
  

  






2014 2013
£’000 £’000

  

  




 





 



Notes to Company Financial Statements (continued)
For the year ended 31 December 2014

8. RELATED PARTY TRANSACTIONS 




9. RECONCILIATION OF SHAREHOLDERS’ FUNDS AND MOVEMENTS ON RESERVES
Total 

Share Profit share-
Share option Share Merger Revaluation and loss holders’ 

capital reserve premium reserve reserve account funds
£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2013       
       
       
       

       

       

At 31 December 
2013       
       
       
       

       

       

At 31 December

2014       

    

10. CONTINGENCIES 



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 



 

 

Ordinary Business

 


 


  


 
 

 



Special Business

 
2006 Act



        
2006 Act




 



       




 



 



 
2006 Act


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Michelmersh Brick Holdings Plc
(the “Company”)

Notice of Annual General Meeting

 



   


 


 
 
 


 
 

 




       



  



Stephen Morgan








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 



Notes

 
 
  


  
 
  


 


 


 


 





 

 
 
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Notice of Annual General Meeting
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 



PART III

EXPLANATORY NOTES TO THE NOTICE OF ANNUAL GENERAL MEETING



 

 


Resolutions 2 and 3: Reappointment of directors


 
 

Resolution 4: Declaration of Dividend


 


  

Resolution 6: Authority to allot shares


  








 



Resolution 7: Disapplication of pre-emption rights


a
pre-emption offer



 
 

  



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Resolution 8: Authority to purchase Company shares











Resolution 9: Adopting new articles of association

New Articles
Current Articles
Shareholders’ Rights Regulations











1 ARTICLES WHICH DUPLICATE STATUTORY PROVISIONS




2 CHANGE OF NAME



 


3 REDEEMABLE SHARES







4 AUTHORITY TO PURCHASE OWN SHARES, CONSOLIDATE AND SUB-DIVIDE SHARES, AND

REDUCE SHARE CAPITAL

          





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Notice of Annual General Meeting
(continued)

 



5 VOTING BY PROXIES ON A SHOW OF HANDS









6 VOTING BY CORPORATE REPRESENTATIVES





7 CHAIRMAN’S CASTING VOTE




8 VACATION OF OFFICE BY DIRECTORS





9 DIRECTORS’ CONFLICTS OF INTERESTS



















10 USE OF SEALS

       







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11 DISTRIBUTION OF ASSETS OTHERWISE THAN IN CASH






12 REGISTRATION OF SHARE TRANSFERS










13 FORM OF RESOLUTION






   



14 VARIATION OF CLASS RIGHTS





15 GENERAL



   

Notice of Annual General Meeting
(continued)
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