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MVEchelmersh Brick Holdings Ple
Financial Statements
Chaimman’s Statement

T am pleased to report the Group's results for the year ended 31 Decermber 2011 Tims 1s the first full year incorporating
the Freshfield Lane Brickworks (FLB) acquisiion and reflects work done to strengthen our business in a mumber of
areas

Turnover mncreased by 4% to £24 3 mallion (2010 £23 3 mulhon) and gross margins improved to 3074, despite
sigmficant cost pressures, as a result of unproved managenent and focus under the new corporate identity and
structure. On a like-for-hke basis, operating profit increased from £504,000 to £1,335,000, winch helped to generate
earmngs per share of 2.60 pence (2010 loss per share 2 82 pence)

The results for the year reflect the successful restructuning of the business in 2010 The Group has seen the benefits
of the corporate reconstruction, integration of FLB mto the Group, rationalised production at Telford, the
geographical advantage 1n serving the more robust  South Eastern market and the business 1s set to benefit from
scarcer supply 1n the market of our product offening,

Dunng the year, we agreed new bank facilities, progressed our development opportunities and therefore are able to
benefit from, and potentially partiapate in, the further industry consolidation whech we believe will take place over
the next 18 months

Financial Highlights

2011 2010
Turmover £24 3m £233m
Operatung profit before restructuring costs £1 335m £0 5m
Operating profit /(loss) £1 335m (£6 916m)
EPS 260pence (9 82 pence)
Net assets per share 60 pence 64 pence

Our term facihties wath Barclays Bank were renewed in Decermmber 2011 wath a five year term loan that restored the
true nature of the business funding and demonstrates the continued and enthusiastic support of our pnnaipal bank.
As a result, the balance sheet shows net current assets of £3 2 mulhion compared to net current hatahties of £6 5 mullion
in the comparative peniod, and net borrowangs of £19 8 mllion (2010 £20 4 rrullion)

As a part of the restructuning of the Group's funchng, indebtedness to the prinapal shareholder and the FLB vendors
was amended by mutual agreement, resulting in a longer debt profile that further reduces pressure on seasonal cash
flows.

Cash generated by operating activities of £1 1 rralhon (£0 4 rmlhion) contributed to the reduction in net debt over
the year

The Group’s property and muneral assets were revalued, by independent external valuers, during 201 1, winch resulted
i a £4 7 mlhion reduction 1n asset value. The basis of valuation recogruses the increase in the age of the properties
and current rebenld costs, bt the mayor areas of reduction related to assets with development potential, which reflect
revised timing assumptions on the recerpt of proceeds 1n the hght of the current market and the potential use of the
disused factory site at Telford for residential developrent.

Production capacaity was reduced at Duntons, the Group's smallest plant, resulting in a mumber of redundancies at
the end of the year As a result of a reduced contribution from this plant going forward, the Group also suffered an
imparrment charge of £1 3 mullion. The overall umpact of impairment along with revaluation has been to reduce the
value of the Groupy's fixed assets by approsamatety £6 mthon.

Qur net assets per share has therefore fallen, but at 60 pence, represents a prudent base and considerable prermum
over the recent share price.

Dividend

The Directors do not reconrrrend the payrrent of a dividend for the year but it 1s our objective to return to dividend
payments as soon as reasonably practicable, when market and econonc arcumstances permt.
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Financial Staternents
Chainman’s Statement (continued)

Land arx] Reserves Assets

Despate having made disappointingly slow progress wath our consented land at Telford, we believe that this 1s now
nearing a conclusion under the expert determnation process.

WE are, however, bringing forward further surplus land at Telford, whuch is not optioned, and following extensive
consultation with the local authonty and the public, a planmng apphication, for over 170 residential uruts will be
made withun the next few weeks.

Since the year end, we have received consent for a time extension and additional clay reserves at our Dunton site and
are rahonalising our consents at our Michelmersh works.

The Board

In May 2011 Peter Sharp, was appotnted to the Board as Operations Director Peter joined the Group i 2004 and
has 28 years experierce in the day and cerarme mamufacturing inchustry We now have a strong, balanced tearn capable
of meeting current and future challenges.

People

Our workforce 1s hardworkang and dedicated and I extend my thanks to them in these contimung chifficult umes. We

are fortunate 1n having a stable and layal group of people wathout whom we could not have acoomplished the progress
we have rmade to date.

Outlock

Whulst there was a small uptick i national demand for bncks in 2011, the economy i the South East of England
appears more resilient than the remander of the country We are now seemng house bunlders adjust to a srmaller
econonty where new build will be constrained, not only by the complexities of the planming process, but by the
avalabihity of mortgage finance. The market 1s not only divided geographically, but also between ‘stock’ bricks
required for appearance, (often dniven by planming conditions), and “wre-cut’ bricks which are in good supply and
serve the econommcally weaker areas of the country where volume house bulders are more active. Our competitors
have nade further plant closures in 2011 and already 1n 2012. Our business will in due course benefit frorn the
reduction 1n over capaaty in the high end, quality brick rmarket

Energy continues to be a key 1ssue and despite somne abatement in late 2011, long term trends wall be upwards, and
with the introduction of Phase 3 of EU-ETS 1n 2013, the carbon regime wll change significantly for the industry
and dnve further the focus on matching supply to demand. Ths, along with other factors, will constram mvestment
in the UK by internationally owned businesses.

There 1s a strong push to gain a recovery of costs and ulumately this will work 1ts way through mto the bottom hine,
but 1 the meantume our business is well wvested, and has a ligh degree of complementary products derranded by
an increasingly discerning market

WE are aware of a munber of potenttal opporturuties to grow our business and we will consider all of these, and
believe that we are uniquely able to progress and lead thern. We are able to look forward with cautious optirmism

FEric Gadsden
Chaimem

26 Iviarch 2012
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Fimancial Staternents
Chief Executive’s Review

Qay Products

WE have continued to make good progress over the year We manufactured 70 mulhion units and sold 70 milhon umts,
and achieved an improved price of £345 per thousand (2010 £330 per thousand) while industry prices elsewhere
are flat

Qur new centralised sales team 1s working well, with all of our businesses contnbuting to the overall result  Blockleys
performed particularly well, whach 1s the reward for the hard work put m to re-structure the business and focus 1t on
1ts trachional strengths of clay paving and specificanon quality ware cut bricks. Blockleys performance benefited
from stability under the new structure after a very difficult penod of redundancy and closure in 2010 In 2011,
1t won hugh profile orders and opened new routes to market through our strengthened South Eastern focus, in
particular with London based archutects. FLB continues to operate at full capacity and with record production
performances.

In 2011 the Group saw the suocessful launch of two new blended products, recerved 11 nonenations and two category
wins at the 2011 Bnck Awards and mtroduced a new comprehensive specafiers guide and hiterature.

QOur role in improving the UKTs built environment has been emphasised with our mvolverment 1n key regeneration
progranmes such as the St George (Berkeley Group) Battersea Reach project, providing an award winmng prestige
developmment of apartiments and over 30,000 sq ft. of commeraal space. Our products are also being used 1n an
umportant urban regeneration project in the St. Jarnes, Arton Wilson project in Rochampton

Exampiles of our speafication successes incdude Roger Stephenson Archatects contermporary award wirnrung design
of the Holiday Inn, Oxford Road in Manchester In adchion, 2011 saw the conpletion of the Hopkans Architects
designed extension to Hennetta Barnet School sympathetically complermenting the ongimal Lutyens bulding, 1n the
heart of Hampstead Garden Suburb in North London. The Falmer Acadenty in Bnighton was the first project to
feature our new Mosaic range.

Repair Mamntenance and Improvernent distribution remamed strong with robust dermand for core products, improving
and growing our relanonships wath key national and regional merchant distnbution base. There was also a notable
growth m hugh end, hngh value housing progjects particularly in the South East

The Group saw contimued success in the export market through 2011, with over 1 4 rmalhon pavers shipped to the
Pearl Project, Doha and a further 300,000 pavers supplied to Norway and Scandinavian markets. There were alsc
new orders for over 100,000 bricks, pavers and speaal shapes for the south of France. Export enquanes rermaun robust.
As we have noted 1n previous statements, bnck demand has reduced drammatically in the past five years, but 1n 2011,
dermand increased marginally and national brick stocks reduced. These are tentatively encouraging signs, but we
believe that 2012 will remain challenging for the industry as a whole.

The Construction Matenals Price Index has increased by 407/ since 2005 whereas the cormparative brick figure 15
under 2074 Brnckworks continue to dose, and there are signs that the undennvestment of past years 1s being seen in
plant breakdowns, All these factors wll i due course lead to a rebalanaing to the long term rates of return necessary
to mauntan this capatal intensive industry where barners to entry are so hugh

Against this background we have conurued to gain market share and presence with our well ivested plants
Mamagement Systens

WE continued to improve and integrate our operattonal management systermns during the year, hughlighted by our
health and safety aucht programme, with all five operating sites achieving improverment ' We also extended and
mmplerrented our successfil site operating manuals to Freshfield Lane. Since 1ts launch in 2001, we have been active
members of The Ceramec Industry Health and Safety Plexdge and we are proud to have received three awards at the
annual conference 1n 2011

Our emvironimental managemment system at Chamwood was updated during the year and the site 15 now fulty operating
to ISO 14001 and we expect to achieve full independent accreditation 1n due course.
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Finanxial Statements
Chief Executive’s Review (continoed)

Stafl Development

We are pleased to note that more than 50%% of our Blockleys enployees have achieved our targeted lean
mamfacturing qualificatton NVQ Business Improverment Techmiques. Several other employees are currently studying
the programme that, as detailed earher, has helped to deliver real improvernents in performance.

Dunng the year we appomted a group health safety and ervironmental manager to focus our strategry going forward
which 15 to further integrate our site and group systerrs and continue the developrment of our emaronmental and
sustamability management

Landfill

Our landfill faality at Telford produced a good performance during 2011 wath turnover increasing to £686,000
(2011 £531,000) on a tonnage of 190,000 (2011 171,000) We have other opportunties to progress landfill faalities at
our Charnwood, Dunton and FLB sites which we are actively pursuung,

Land Assets

As noted in the Chainmman’s staternent, progress remains slow with Persimemon on the fully consented 168 uruts at
Telford, bui is reaching a condusion. At the sarme ture, we are making excellent progress on obtauung outhne consent
on our surplus factory land at Telford wiuch wall produce a further 170 umts This 1s a sigmificant step m finahsing
the shape of Blockley's future

We have also received planmng conmrettee approval for a time extension and additional clay workangs at our

Dunton site and approval for a comprehensive long term scherne which will mmprove operanonal efficency
at Michelmersh.

Owtlook

Whilst 2012 has started reasonably well, we behieve that this year wll emyjoy a stronger second half Sales and
margm have been in Line wath our targets for the start of the year but there remauins uncertamnty in the econonwy
WAE are focused on recovenng prices, alongside the rest of the industry, but the challenges to aclueve this are
outhned above.

The value of our brands continues to gain ground and there 1s a gromng apprecation of the contnbution of the
bnck businesses, not only to the bualt ervaroniment, but also to the conmrumities in which they are based. We have
hosted a number of visits from pohtictans in the last year and 1t 1s encouraging to note the increased interest in
understanding the 1ssues faced by the industry

The Group 15 now stable, profitable and cash generating, with re-balanced funding in place. We firmly believe that

there will be further opportuties 1n our chosen field and we have the team and resources in place to make the nght
strategic decisions and to bunld a leading positton i our market.

Martin Warner
Chief Exeaitive

26 Mtarch 2012
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Finandal Statements
Directors’ Biographies

FEric Gadsden, aged 67 — Claairman

In 1997, Enc Gadsden formed the Company with Martin Warner Enc has spent all lus working bfe in the
construction industry and 15 currently Managing Director of WE. Black Linuted, a Buckinghaishire based

construction and property compary.

M R Warner MSc FRICS, aged 58— CEO

Martin forrmed Michelimersh with Enc Gadsden in 1997 and has served as Chuef Executive since that date. Martin
15 a Fellow of the Royal Insuitution of Chartered Surveyors He 1s also a Director of the Bnck
Developtment Assodation

F J Hanm, aged 43 — Group Commerdial Director

Frank was appomted to the Board of MBH plc following its acquisition of Freshfield Lane Bnckworks 1n
March 2010 Frank joined FLLB 1991, having formally worked for Hanson Brick Ltd, and became a member of the
Board 1in 1996 as sales and technical director before becomung a shareholder i FLB 1n 2000 Frank is a Board
member of the Bnck Development Assocation

S HP Morgan BA ACA, aged 51 — Finance Director

Stephen Morgan 1s a Chartered Accountant having tramed with KPMG He was previously Finance Darector and
Cormparty Secretary at Hawtin PLC, an ATM listed property company where he expenenced a range of corporate
acquisitons and disposals. He was appomnted as Finance Director and Company Secretary on 9th November 2010

Peter Sharp, aged 44— Group Operations Director

Peter Sharp has more than 25 years expenence in the heavy day and ceramues sector  Following 14 years with Ibstock
Brick, Peter Joned the group as Works Manager at Charnwood. He was appointed Group Production Dyrector in
2006 and Group Operations Director 1in 2009  Peter 15 a member of the Institute of Matenals, Minerals & Miming
and holds vanous quahficatnions in cerarmcs, management and bulding construction. He joined the Board in

May 2011

Bob Carlton-Porter, aged 67 — Non-Exeautive Director

An Assoaiate of the Chartered Institute of Bankers and a Fellow of the Association of Corporate Treasurers,
Bob Carlton-Porter 1s an international mdustnalist with over 30 years expenence as a financal and commencial
director He was previously Group Finance Director of English Clhuna Clays PLC, Chairman of Aram Resources
PLC ard Newport Holdings PLC, and more recently ROK Property Solutions PLC.

Alan Hardy, aged 53 ~ Non-Exeautive Director
Alanjoined the Board of MBH plc onits acquisiion of FLB. He has worked at FLB stnce 1983 apart from a penod

of tme at Redland Bricks Limmted 1n 1985 Alan becamme a sharcholder in FEB in 1983 and he became managing
director in 1986 Alan 1s also a Justice of the Peace for the Sussex Northern Bench, having been appointed m 1992,




Vichelmersh Brick Holdings Pic
Financial Statements
Directors’ Report

The Directors present their report and consolhidated financial staterments of the Group for the year ended
31 December 2011

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company during the year was the management and admumstration of its subsichary
companes. The pnncipal activity of the main trading subsichary compary was the manufacture of bricks, wath
another subsichary operating a landfill site. All other subsidhary compames were dormznt.

The Directors are satisfied with the perfformance of the Group for the year and with the position of the Group at
31 Decermber 2011 given the turbulent econcrme conditions. The Directors momtor the business predomenantly
through review of finanaial results, including revenue, operating profit and cash flow, as well as through quality
control mdicators such as health and safety reporting, employee welfare and efficiency reviews. The Directors are
satisfied that these indicators adequately address the principal business nsks faced by the Group winch include encrgy
prices, the failure of quality control systems and skall shortages as well as the prevailing econonmc climate. For further
mformation regarding the business 1n the year, refer to the Chairman’s Statement and the Cluef Executive’s Review

FUTURE DEVELOPMENIS

The Directors consider the prospects for the Group to be encouraging through increased efficiency as a result of
past and ongomg irvestiment, together with current developments in the construction sector

TRADING RESULIS AND DIVIDENDS

The trading results for the year and the Group’s finanaal position at the end of the year are shown in the financial
staterrents on pages 12 to 41

The Directors do not recormmmend the payirent of a dividend for the year (2010 £ul).

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 Decermber 2011 31 December 2010

Ordmary Ordinary

Shares Shares

of 20p each of 20p each

EJS Gasden 22,658,257 22,658,257
MR Warrer + 6,588,732 6,588,732
R W Carlton-Porter * 76,628 76,628
F Hanna 1,262.917 1,262917

AR GHardy 6,559,391 6,559,391
SHP - —

Morgan
P N Sharp (appointed 16 May 2011) — —

+ MR Warner 15 a trustee of a discretionary trust wiuch 1s the registered owner of 5,338,393 of Ordinary Shares
whuch are included 1n the above

* R W Carlton-Porter has a controlhing interest in a business which owns 76,628 Ordinary Shares.

Analysis of Directors’ emoliaments for the year 1s shown in note 8 of the financial staterments.




EMPLOYEES

The Group's loyal and skalled workforce 1s essential for its future prospenty Where appropriate, emnployees are
provded wath information on ratters of mterest and concern to them The Group encourages contact and mteraction
between members of staff at all levels

EMPLOYMENT OF THE INSABLED

It 1s the pohcy of the Group to give full and fair consideration to the employment of disabled persons mn jobs suted
to their inkdvidual arcumstances and, as appropnate, to consider them for recruitment opportumties, career

development and traimng. Where possible, arrangements are made for contimumng ernploymment of employees who
have becone disabled whalst 1n the Group’s employment

OORPORATE GOVERINANCE

The Company’s shares are traded on the AIM Market of the London Stock Exchange and the Company 1s not
therefore required to report on comphance with the Combined Code (“The Code™) However the Board of Directors
supports The Code, and also the recommendations of the Quoted Comparues Alhance (“QCA”) in 1ts bulletin
“Gundance for Smaller Quoted Cormparues” The bulletin provides a senes of recommendations for smaller quoted
comparnies 1n approaching the question of corporate governance.

Accordingly, the Board has estabhished an Audit Conmmttee and a Rermmeration Connmrattee, and comphes with
The Code 1n areas where 1t 15 felt justified by reference to the QCA oomrrrents as being relevant to a business the size
of Michelmersh Bnick Holdings Plc.

GOING CONCERN

The company’s business activities, together wath the factors likely to affect its future development, performance and
position are set out in the Chairman’s Staterment and the Chuef Executive'’s Review on pages 1 to4 In addition, note
18 to the finanmal staterments includes the compary’s objectives, policies and processes for managing 1ts capatal, 1ts
financial nsk managemment obyectives and 1ts exposures to aredat risk and hquedity nsk. The comparny meets its funding
requirerments through a combination of a Term Loan, asset backed finance agreerments and overdraft faciities

The directors have a reasonable expectation that the company has adequate resources to continue 1n operational

exastence for the foreseeable future. Thus they contimee to adopt the going concern basis of accounting 1in preparing
the anmual financial statements.

INTERNAL CONTROL

The Drrectors acknowledge ther responsibilities for the Group’s systermn of mternal control The Board has contimued
to review the effectrveness of the systams, and has considered mayor business and finanaal risks. The Directors believe
that the established systermns of mnternal control are appropnate to the business.

POLICY ONPAYMENT OF CREDITORS

It 1s the policy of the Group to pay all crechtors promptly The average crecht age for the Group 1s 25 days
(2010 19 days) The Group has continued to pay creditors on termrs consistent with 2010.

FINANCIAL INSTRUMENTS

The Group's policy 15 to finance workang capital through appropnate bank borrowings and retained earmings. The
Group 15 exposed to the usual crecht and cash flow risk associated wath selling on crecht and rmanages tins through
crecit control procedures. For further detauls refer to note 18 1n the financial staternents
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Directors’ Report (continued)

HEALTH AND SAFETY

The Group has established a procedure for works safety mspections, the results of which are reviewed for each
location. This programme 1s supplemented by risk surveys carned out both intemally and by external specialist
consultants.

In addition to the foregoing, there 1s regular conmmunucation wath employees on safety rmtters. There 1s an ongomng

safety training programme for employees. The induction programme for all new employees emphasises all safety
considerations relevant to the Group's operations.

All safety moidents are fully investigated and where appropnate, emmployees are made aware of the arcurmmstances
relating thereto 1n order to maninuse the chances of any recurrence.

ENVIRONMENT

The Michelmersh Group 1s commatted to the protection of the ernaronment and airs to munmmse the nmpact of s
business activities by maintaining a management structure, which ensures effective environtrental management and
comphance with all relevant legislaten. Management will review ervironmmental considerations as part of the deciston

making process, and strive to mmprove performance by mumnusing waste, maxanusing recycling and optimising the
use of energy, water and raw matenals. Management will conmmumicate and consult wath interested parties on
environmental 1ssues, and provide employees wath relevant ervironmental trairung,

PROVISION OF INFORVIATION TO AUDITORS
So far as each of the Directors who held office at the date of thes Director’s Report 1s aware:

« There 1s no relevant audit information of which the Corrparys auwditors are unaware: and
+ Each Director has taken all steps that he ought to have taken as a Director to make himnself aware of any
relevant audit information and to establish that the Corpany’s auditors are aware of that imformation.

DIRECTORS’ RESPONSIBILITIES

The Darectors are responsible for prepanng the Annual Report, the Group and Parent Company finanaal staterments
m accordance with the applicable Umited Kingdom law and regulations.

Company law requires the Directors to prepare financral statements for each financal year Under that law, the
Darectors have elected to prepare the financial statements of the parent compary 1n accordance with the United
Kingdom Generally Accepted Accounting Practice (United Kmgrdom Accounting Standards and applicable 1law)
and have prepared the consohdated financial staterments in accordance wath International Financial Reporting
Standards as adopted by the European Umon and apphcable law: Under compeary law the Directors must not approve
the financial staternents unless they are satisfied that they give a true and fair review of the state of affars of the
Company and of the Group for that peniod. In prepanng these financial statements the Directors are requured to:

* select suntable accounting policies and then apply them consistently;

=  make judgements and estinates that are reasonable and prudent,

= state whether applicable accounting standards have been followed, subject to any matenal departures
chsclosed and explamed in the finanaal statements,

» prepare the financal statements on the gomng concerm basis unless 1t 1s appropnate to presume that the
Company wil contirne 1in business,

The Directors are responsible for keeping proper accounting records which disclose wath reasonable accuracy at any
ture the finanaal position of the Company and Group and to enable them to ensure that the financal statements
cormply wath the Comparies Act 2006 The Directors are also responsible for safepuancing the assets of the Comparty
and Group and hence take reasonable steps for the prevention and detection of fraud and other irregulanties.
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The Drrectors are responsible for the mamtenance and integnity of the corporate and finanaal information included
on the Company’s website. Legislation in the United Kingdom goverming the preparation and dissermunation of the
financial statements and other inforrmation included 1n the annual reports mmay differ from legislation 1in other
Junsdictions.

DONATIONS

No chartable or political donations were made by the Group in the year

AUDITORS

A resolution to re-appoint Nexaa Srioth and Withamson Andit Limuted as auditor for the ensuing year will be put to
the Annual General Meeting,

Signed by order of the Board

—
Director

Approved by the Directors on 26 March 2012

Michelmersh Brnick Holdings Plc
Regstered 1n England and Wales No 03462378
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Financial Statements
Independent Auditors’ Repart to the Viembers of VEchelmesh Brick Holdings Plc

WE have audhted the financial staterments of Michelmersh Brick Holdings Plc for the year ended 31 Decermiber 2011
which compnise the Group Income Staterment and Statement of Comprehensive Income, the Group Balance Sheet,
the Group Statement of Cash Flows, the Group Staterrent of Changes in Equuty and the related notes 1 to 25. The
financal reporting framework that has been apphed in their preparation 1s applicable law and Intermational Finanaal
Reporting Standards (IFRSs) as adopted by the European Umeon and, as regards the parent company financial
staterments, as applied 1n accordance with the provisions of the Compames Act 2006

‘Thus report 1s made solely to the comparry’s mernbers, as a body, 1n accordance with Chapter 3 of Part 16 of the
Comparnies Act 2006  Our audit work has been undertaken so that we rmght state to the conparny’s members those
matters we are requered to state to thermin an auditor’s report and for no other purpose, To the fullest extent pernutted
by law, we do not accept or assure responsthility to anmyone other than the company and the company’s members as
a body, for our audit work, for this report, or for the opimons we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors” Responsibilities Staternent set out on page 9, the directors are responsible
for the preparation of the finanmal statermrents and for being satisfied that they give a true and fair view QOur
responsibility 1s to audit and express an optrion on the finanaal staterrents m accordance with applicable law and
Intermational Standards on Auditing (UK and Ireland) Those standards requure us to comply with the Auditing
Practices Board’s (APB’s) Ethucal Standards for Auditors.

Scope of the andit of the financial statements
A descnptuion of the scope of an audit of financial statements 1s provided on the APB’s website at
www fic org.uk/aphyscope/private.cfm.
Opinion on fimancial statements
In our opiruon.
« the financial statements give a true and fair view of the state of the group’s affaurs as at 31 December 2011
and of the group’s profit for the year then ended,
» the group financial statements have been properly prepared in accordance with TFRSs as adopted by the
European Uruon,
= the financal staternents have been prepared 1n accordance with the requirernents of the Comparmes
Act 2006

Onpinion on other matter prescribed by the Conpanies Act 2006
In our opinton the information given 1n the Directors’ Report for the financtal vear for which the financal staterments
are prepared 1s consistent with the financial staterments.

Matters on which we are required to report by exception
WE have nothing to report 1n respect of the following matters where the Comparues Act 2006 requures us to report
to you 1f, 1n our opinmion:

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

=  the parent companty finanaal staterments are not i agreesment wath the accounting records and retumns, or

« certan disclosures of directors’ rermuneration specified by law are not made, or

+ we have not recerved all the information and explanations we requure for our aucht

“é have reported separately on the parent company financial statements of Michelmersh Brick Holdings Pic for the

e NTTI

Portwall Place
Seruor Statutory Auditor, for and on behalf of Portwall Lane
Nexda Simith & Willianson Bnistol
Statutory Auditor BS1 6NA
Chartered Accountants

26 March 2012




Consolidated Income Staterment
for the year ended 31 Decermber 2011

Revenue

Cost of sales
Restructunng costs
Gross profit/(loss)
Admimstrative expenses
Restructunng costs
Other income
Operating profit/(loss)

Finance costs

Profit/(Ross) before taxation
Taxation
Profit/(loss) for the financial year

Basic earmngs/(loss) per share
Drluted earrungs Aloss) per share

The profit/(loss) for the financial year is wholly attnbutable to the equuty holders of the Parent Company

The accounting policies and notes on pages 7 to 40 form part of these finanaal statements

IVichelmersh Brick Holdings Pic
Fimancial Statements
Corsolidated Income Statement

10

25
25

2011 2010
£000 £000
24,268 23,340
(17,006) (24,076)
- (65

7,262 (736)
(6,356) (6,586)
= (354

429 406
1,335 (6916)
(805) (815)
530 (7.731)
982 2458
1,512 (5,273)
260p (982)p
259p  (9)p
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Comsolidated Statement of Comprehensive Income Notes 2011 2010
for the year ended 31 Decernber 2011 £000 £000
Profit/(loss) for the financial year 1,512 (5,273)
Other conprehensive income:
(Loss)gaun on revaluation of property, plant and equnpment 12 (6,090) 9,259
Deferred tax on revaluation moverrent 20 2167 (2,500)
(3,923) 6,759
Total comprehensive (lossyprofit for the year (241D 1,486

The total comprehensive loss for the year 1s wholly attnbutable to the equuty holders of the Parent Corrparty

The accounting policies and notes on pages 17 to 40 form part of these finanaal staterments.
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Consolidated Balance Sheet Notes 201 2010
as at 31 Decernber 2011 £000 £000
Assets
Non-aorent assets
Intangible assets 11 2,340 2404
Property, plant and equipsment 12 45,737 53,073
48,077 55477
Long term financial asset 17 195 -
Total non-cinrent assets 48272 55477
Current assets
Inventories 14 9,562 9,171
Trade and other recervables 15 5,201 5,147
Corporation tax recoverable 32 -
Imvestments 74 91
Cash and cash equuvalents 47 1,566
Total anTent assets 14916 15,975
Total assets 63,188 71,452
CQirrent liahilities
Trade and other payables 16 2943 3,558
Interest beanng borrowings 17 8,775 18,873
Total aarent liahilities 11,718 22.431
Non-aurrent liabélities
Deferred tax habilities 20 5,704 8,836
Interest beanng bormowings 17 11,035 3,089
16,739 11,925
Total liahilities 28,457 34,356
Net assets 34,731 37,096
Fuquity attributable to equity holders
Share capatal 2 11,645 11,620
Share premium account 6,440 642
Reserves 18,443 2,662
Retained earmings 1,797 (3,608)
Total eqity 34,731 37,096

These financial staterments were approved by the Directors and authonsed for 1ssue on 26 March 2012 and are signed
on their behalf by

MR WARNER
Director

/

The accounting policies and notes on pages 17 to 40 form part of these financal statements.
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Share
Share option Merger Share Revahmtion Retained
capital reserve reserve pramium reserve eanmings Total
£000 £000 £000 £000 £000 £000 £000

As at 1 Jammry 2010 8,083 183 - 5,703 14,955 1,451 30,375
Loss for the year - — - - - (5,273) (5,273)
Revaluation in the year - — - - 9,259 — A
Deferred taxathion on
revaluation — - - - (2,500) - (2,500
Total comprehensive
mnoome - — - - 6,759 (5,273 1,486
Shares 1ssued dunng
the year 3,537 - 979 719 — — 5,235
Transfer to retamned
earmngs - - — - (214) 214 -
As at 31 Decernber 2010 11,620 183 979 6422 21,500 (3,608) 37,096
Profit for the year - - - - - 1,512 1,512
Revaluation in the year - - - — (6,090) - (6,000)
Deferred taxation on
revaluation - - - - 2,167 - 2,167
Total cormprehensive
(expense)inoome — - - - (3,923) 1,512 (24101
Share based payment - 3 — - — — 3
Shares 1ssued dunng
the year 25 - - 18 - - 43
Transfer to retained
eanmngs - — — — (299) 299 -
As at 31 Decermber 2011 11,645 186 979 6,440 17,278 (1,799 34,731

The accounting policies and notes on pages 17 to 40 form part of these financial statements.
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Consolidated Statermnent of Cash Flows 2011 2010
for the year ended 31 Decetrber 2011 £000 £000
Profit/(loss) before taxation 530 (1,731
White off plart and machinery - 5,785
White off value of imvestments — 6
Finance costs 805 815
Depreaation 1,530 1,640
Amortisation 3 2
Usage of carbon emussions quota 877 662
Grant of carbon enussions quota (816) (723)
Share based payrent charge 3 —
Cash flows from operations before changes in working capital 2932 456
(Increase)/decrease 1n inventones 371 2,297
Increase i recervables (69) 402)
Decrease 1n payables (550) {1,160)
Net cash generated by operations 1,942 1,191
Taxation pard 37 -
Interest pand 2D (815)
Net cash generated by operating activities 1,084 376
Cash flows from investing activities

Acquisttion of subsichary undertalang - {5,000
Owverdraft balance assumed on acquisiion of subsidiary undertalang - 57
Proceeds of sale of investments 49 -
Purchase of property, plant and equipment (323) (201
Proceeds of chsposal of property, plant and equuprment 56 2,812
Net cash used in investing activities (218) (2,746)

Cash flows fram finanding activities

Net proceeds fromissue of share capital — 2,699
Repayment of interest beanng borrowings (15,002) ~
Proceeds of interest beanng borrowings 13,067 2210
Repayrment of hire purchase and finance lease obligations 72 (53)
Net cash (used in)/generated by financing activities (2007) 4856
Net (decrease)increase in cash and cash equivalents (1,141) 2486
Cash and cash equavalents at the beginning of the year (1,756) (4,242)
Cash and cash equivalents at the end of the year _ @8 14,75
Cash and cash equivalents conprise:
Cash at bank and im hand 47 1,566
Bank overdraft (2,944) 3,.322)
(2,897 (1,756)

The accounting policies and notes on pages 17 to 40 form part of these finanaal statements.




17
Michebmersh Brick Holdings Plc
Fimancial Staterments
General Information and Accounting Policies

General Informmation

Introduction
Michelmersh Brick Holdings Plc (“the Cormpany’) 1s a public limited oomparny moorporated in the Ureted Kingdom
under the Comparnes Act 2006

The principal activity of the Company dunng the year was the management and admmistration of its subsidiary
companes. The main actvity of the main trading subsichary company was the manufacture of bricks wath another
subsmchary operahng a landfill site. All other subsichary companies were dormant

These finanaial staterments cover the financial year from 1 January to 31 December 2011, with comparative figures
for the year 1 January to 31 December 2010

The pnnapal companies wathin the Group durmg the finanaal year ended 31 December 2011 are dhsclosed in note 13
s ine Policies

Basis of Preparation

The consolidated financial statements have been prepared in accordance with Intemational Finanaal Reporting
Standards (“TFRSs”) and IFRS Interpretations Cormmattee interpretations and wath those parts of the Compantes
Act 2006 applicable to compantes reporting under accounting standards as adopted for use 1n the EU The
consolidated financal staterments for the financal years ended 31 December 2011 and 31 Decernber 2010 have been
prepared under the histonical cost convention, as modified by the revaluation of certain iterns as stated in the

accounting policies.

The consolidated financial statements are presented in sterling and all values are rounded to the nearest thousand
(“£0007) exoept where otherwise uxcheated

The financaal staterments of the parent company and 1ts subsidiary undertalangs are prepared to the same repotting
date under UK GAAP Adjustments are made to remove any differences that may exast between UK GAAP and
IFRS for consolrdation purposes.

The preparation of the financial statements, in conformty wath TFRS requures the use of estirmates and assumptions
that affect the reporung arnounts of assets and habilities at the date of the finanaal statements and the reported
amount of revenue and expenses dunng the reporting penod. Although these results are based on management’s
best knowledge of the amoumnts, events or actions, actual results ultimmately may differ from those estimates.

New Standards and interpretations

The following standards, ammendiments and interpretations becarme effective and were adopted dunng the aurrent year:
IFRS 7 (amendment), Finanaal Instnorents Disclosures

IAS 12 (amendment), Deferred Tax Recovery of Underlying Assets

TAS 24 (amendment), Related Party Disclosures

IFRS 1 (amendiment), removal of fixed dates for first tme adopters

Standards, amendments and interpretations that are not yet effective and that have not been early adopted by the Group
At the date of authonsation of these Finanaial Statemments, the following standards, amendments to exasting standards
and mterpretations, which have not been applted in these consohidated Finanaal Statements, were mn 1ssue bt not
yet effective

* TFRS9, Financial Instruments, effective for anmual penods begimning on or after | January 2015, subyect
to EUJ endorserment  The standard 1s part of a wader prgject to replace IAS 39, Financal Instnmments
Recogmtion and Measurement

« TFRS 10 Severe hyperinflation effective for annual penods beginming on or after 1 January 2013, subject
to EUJ endorserment

= IFRS 11 Jont arvangements, effective for annual pertods beginming on or after 1 January 2013, subject to
EU endorsement
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Accounting Pulicies (continued)

= IFRS 12 Dasclosure of Interests in Other Entities, effective for annual penods beginming on or after
1 January 201 3, subject to EU endorsement.

« TAS 27 (Amendment), Separate Finanaal Staterments, effective for anmual peniods beginnung on or after
1 January 2013 subyect to EU endorsement

»  1AS 28 (Amenchment), Irvestments in Assoaates and Jomnt Ventures, effective for annual penods beginming
on or after 1 Jaruary 2013 subyect to EUJ endorsement

« TFRS 13 Far Value Measuremrent, effective for anmual penods beginming on or after 1 January 2013 subject
to EU endorserrent

+ 1AS 1 (Amendment), Presentation of itens of Other Comprehensive income, effective for anmial peniods
beginming on or after 1 January 2012 subyect to EU endorsement

« IAS 19 (Amendment), Enmployee Benefits, effective for annual periods beginning on or after 1 January
2013 subyect to EU endorsement

« LAS 32 (Amendment), Finanaal Instruments  Presentation, effectrve for annual penods beginming on or
after 1 January 2014 subject to EU endorsement.

The Darectors are currently assessing the impact of these but they are not expected to have a matenal impact on the
Group’s results, assets or Liabilities The Directors do not consider that any other standards, amendments or
interpretations 1ssued by the TASB, but not yet applicable, will have a sigmficant impect on the financial staterments.

The financal statements compnse a consolidation of the financial statermments of Mechelmersh Brick Holdings Plc
and all its subsidianes. Subsichanes indude all entities over wiuch the Group has the power to govern the finanaal
and operating polices. Subsichanes are fully consolidated from the date on which the Group has the power to control
When control of a subsichary 1s lost, a disposal ooccurs and the subsidiary 15 no longer consolidated from that date,

On consohidation, inter-company transactions, balances and unreahised gains on transactions between Group
comparies are ehmnated Unrealised losses are also ehminated unless the transaction provides evidence of an
tmpatriment of the asset transferred. Accounting pohiaes of the Company and 1ts subsidiares are consistent wath

the policies adopted by the Group.

Going Concern
The Group's business activities, together wath the factors hkely to affect its future development, performance and
position are set out the Chairmman’s Statement and the Cluef’ Executive’s Review:

The Group meets 1ts day-to-day working capital requirements pnincipally through imventory and receivables
discounting facilities provided by ABN AMRO Conrercial Finance Plc, together with an overdraft faclity provided
by Barclays Bank Plc. Dunng the year, the Group entered into a five year term loan facility winch replaced existing
facilities where the term had expired. The current economuic conchitions create uncertainty, partcularly over the level
of demmand for the Group’s brick products and over the costs of production, particularty of gas prices.

The Group’s forecasts and projections, taking account of reasonably possible changes 1n trachng perforrmnce, show
that the Group should be able to operate within its faalities.

The Directors have a reascnable expectation that the Group has adequate resources to continue 1n operational
existence for the foreseeable future. Thus they continute to adopt the going concern basis of accounting in prepanng
these finanaal statements.

Reverme

Revenue 1s measured at the fair value of the consideration recerved or receivable for the sale of goods and provision
of services in the orchnary course of the Group's activities. Revenue 1s shown net of value added tax, returns, rebates
and discounts and afier elurinating sales wathun the Group

The Group recogruses revenue when the amount of revenue can be reliably rreasured, when it 1s probable that future
econormic benefits will flow to the entity and when speafic critena have been met for each of the Group's activities,
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Accounting Policies (continued)
The following speaific recognition cntena nust also be met before reverie 1s recogmsed.

Bualding materials product reverne
Revenik is recogmsed when the significant nghts and rewards of ownership of the goods have passed to the buyer,
normally on despatch of the goods Discounts are negotiated wath customers at the beginmng of each financial year

Lecfill revernse
Revenue 1s recogrused following delivery of service in line with quantities of inert landfill waste upped by customers.

Rental Income
Rental income arising from operating leases 1s accounted for on a straight line basis over the term of the lease

Goodwill
Purchased goodwill, representing the chfference between the fair values of the consideration and the underlying assets

and liablities acquured, is imtially recognised as an asset at cost and 1s subsequently measured at cost less any
accurrulated ivpanment losses. See note 11 for further details

Licences

The costs of prepanng and subrmtting apphcations for hicences have been capatalised as an intangible fixed asset
Amortisatton 1s calculated so as to wnte off the cost of the hicence on a straight line basis, through oost of sales, over
the operational life of the landfill site to which 1t relates.

Property, plant and ecpripment
Plant and equipment are stated at cost or deemed cost less accurmulated depreciation and umpairment losses Land
and buildings are carmed at appropriate valuation for the land and binldings concerned. Further detanls are disclosed

mn note 12 to the financial staterments,
Freehold buildings are revalued annualty

Depreaation 15 calculated so as to wiite off the cost or valuation of an asset, less i1ts estimated residual value based
on current prices at the balance sheet date, over the useful econonuc life of the asset as follows

Freehold bunldings - Life of bnckworks site
Plant and machinery - 3% 25%

Mbtor vehicles - 25V

Fixtures and fithngs - 206257
Equiprment - 3%-25%

Firechold land used in landfill activities 15 arnortised over the hife of the site on a usage basis Mineral reserves are
included within freehold land and buldings and are amortised on a usage basis. All other freehold land 1s not
depreaiated.

Site development costs are capitalised. These costs are wnitten off over the operational hfe of the site as and when
the void space created as a result of this expendhture is consumed. Provision for site restoration costs 18 made and
capitalised once the Group creates a legal or constructive obligation i respect of restoration work on landfill sites.
This 15 deermed to be a cost of disposal and 1s recogrused in the mncome statement within profit or loss on disposal
when disposal occurs. Provision 1s made, where matenal, for the net present value of the Group’s estumated
unavoidable costs in relation to the restoration and aftercare of larxdfill sites operated by the Group. Provision 1s not
made where no sigmificant cost 1s expected, or where costs are not deemed reliably measurable.

An amount equal to the excess of the annual depreciation charge on certain revalued assets over the notional
histonical cost depreaation charge on those assets 1s transferred from the revaluation reserve to retained earmuings.
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Inpainent of assets

At each balance sheet date the Group reviews the carmrymg amount of 1ts assets other than imventones to determine
whether there 1s any indication that those assets have suffered an impainment loss. If any such indication exists, the
recoverable amount of the asset 1s estmated 1n order to determne the extent of the impairment loss, if any The
review penod 15 based on the expected hife of the brickworks and this 1s linked with available clay reserves. The
expected lLife of Group’s brnckworks may be up to 30 years and future growth rates are assumed at 5% falling to 3%
to assess profits generated at each site.

If the recoverable amount of an asset 1s estirmated to be less than its carrying amount, the carrying amount 1s rechuced
to 1ts recoverable amount An umpairment loss 1s recognised as an expense 1n the income staternent, except to the
extent that 1t represents the reversal of a previous valuation, where 1t 15 recognised directly in other comprehensive
INCOTNE.

The reooverable amount of assets 1s the greater of therr fair value less costs to sell and value 1 use. In assessing value
in use, the estimated future cash flows are ciscounted to therr present value using a pre-tax discount rate that reflects
currenit market assessiments of the time value of money and nisks speafic to the asset

Inventories

Inventones are valued at the lower of cost and net realisable value, after making due allowance for obsolete and slow
moving iterms. Cost 15 calculated using the average cost fornmila on the basis of direct cost plus attnbutable overheads
based on a normal level of activity and includes as part of the deermned cost an element of clay in respect of maneral
reserves, which have been extracted at valuation and transferred from the frechold land. No element of profit 1s
included 1in work in progress and no revaluations of irventonies are made after recogmtion

The average cost considers total production costs incurred m the year against total production output in the year,
apphed to the year end stock holding.

Fimancial Instnaments
Financial Instruments are recogrused when the Group becomes a party to the contractual provisions of the
instrument The prnnaipal finanaal assets and habihties of the Group are as follows

Inrerest-beaning borrowings

Interest-bearng borrowings relating to finance lease obligations are recognised imtially at fawr values less attibutable
transaction costs. Subsequent to imtial recogmtion, mterest-bearmg borrowings are stated at amortised cost with
anty chfference between cost and redemption value being recogrised 1n the incomre staterment over the peniod of the
borrowings on an effective interest basis, matching the expense to the value of borrowings m 1ssue.

Trade and other recervables

Trade recervables are recogmsed mmtially at fair value and subsequently at amortised cost less any provision for
umpairent A provision for umpairment 1s established when it becomes probabie that the Group will not be able to
collect all amounts due according to the onginal terms of the recervables The amount of the provision 1s the
difference between the asset’s carrying amount and the present vatue of esimated future cash flows, discounted at
the ongnal effective interest rate. The reduction in carrymg amount of the asset is recognised mn the income staternent
within admanistrative expenses. When a trade recervable 1s uncollectible, 1t 1s wrtten off Subsequent recovenes of
amounts previously written off are credhted against admunistrative expenses in the income staterment

Trade and other payables
Trade payables are recogrsed mutially at fair value and subsequently measured at amortised cost using the effective
mnterest method.
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Financial Instroments (continued)

Dervanive financial mstnanents

Finanaal assets and habilities, whose value changes in response to changes n its underiying components and are
settled at a future date are designated as denvative financal instruments. Denvatives are used by the Conpany to
mutigate financal nsks, such as changes in interest rates. Such mstruments are mitially recogrused at cost or premmum
paud and subsequently carried at fair value determined by reference to a quoted market price. Gauns and losses arising
from changes in fair value are recogrused 1n the statement of comprehensive mcorme.

Cash and cash equivalents
For the purposes of the cash flow statement, cash and cash equivalents conpnse cash at bank and in hand, including
bank deposits with onginal matuntes of three months or less Bank overdrafts are also mduded as they are an

integral part of the Group’s cash management

Shate based payment trarsactions

An expense for equuty mstrurmenis granted under employee share schernes and the Save-As-You-Earn Schermes 13
recogrused mn the finanaal staterments based on the faur value at the date of the grant This expense 1s recogmsed over
the vesting pencd of the scheme. The cunmulative expense recogrused at each reporting date, until the vesting date,
reflects the extent to which the vesting period has expared and the Directors’ best estimate of the number of equuty
mstrurrents that will ultimately vest The Group has adopted the principles of the Black Scholes Model for the
purposes of computing fair value

Operating lease agreements
Rentals apphicable to operating leases where substanually all of the benefits and risk of ownershup rermeun wath the
lessor are charged aganst profits on a straight hne basis over the Iife of the lease.

Taxation

Income tax on the profit for the year compnses current and deferred tax. Income tax 1s recogrused in the income
staterment except to the extent that deferred tax relates to items recogmused directly in equuty, 1n whuch case, this
element of the deferred tax charge 1s recogiused in equaty

Current tax 1s the expected tax payable on the taxable profit for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustiment to tax payable 1n respect of previous years. Taxable profit
duffers from net profit as reported in the Income Staterment because 1t excludes 1tems of mncome or expense that are
taxable or deductible in other years and it further excludes iterrs that are nesther taxable or deductible.

Deferred tax 1s provided using the balance sheet habihity method and 1s the tax expected to be payable or recoverable
on dhfferences between the carrymg amounts of assets and habilities in the financial statements and the corresponding
tax bases used mn the computation of taxable profit Deferred tax habilities are generally recogrused for all taxable
temporary cifferences and deferred tax assets are recogrised to the extent that 1t 1s probable that taxable profits wall
be available against which deductible temporary differences can be utilised.

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that 1t
15 no longer probable that sufficient taxable profits wall be avaulable to allow all or part of the asset to be recovered.

Deferred tax 1s calculated at the tax rates that are expected to apply in the penod when the liability 15 settled or the
assets 15 realised based on tax rates enacted or substantially enacted at the balance sheet date.

Deferred tax assets and liabahues are offset when there 1s a legally enforceable nght to set off current tax assets against
current tax babilities and when they relate to income taxes levied by the same taxation authonty and the Group
intends to settle 1ts current assets and habihities on a net basis
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Pension costs

Individual subsichary companes operate defined contnbution pension schemes for employees. The assets of the
schemnes are held separately from those of the compames Contnibutions are charged to the moorne staterrent 1n the
year in winch they are incurred.

The annual quota of carbon ermessions allowed under the European Union Environment Agency regulations 1s
recogrised as an asset 1n the Balance Sheet as a Government Grant in accordance with IAS 20, in accordance with
the gudance grven in IFRIC 3

A corresponcing hability ts recogmised as carbon ermmassions are produced in the year based on the market value units
that would be requured to settle the hiability

Unused aned acquared carbon enssion quotas held at the Balance Sheet date are recogrused as intangble assets and
are valued at open market value. Anty gain or loss ansing 15 recogmised in the Income Staterment

The asset and habality at the end of the year are offset and recorded as a single hine 1tem 1n the Income Staterment,
offset aganst any disposals (or purchases) of excess quotas in the year

Dividends
Dividend distnbutions to the Comparny’s shareholders are recogmsed as a habihity in the Group's finanqal statemrents
mn the period in which the dividends are approved by the Company’s shareholders
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Notes to Fimancial Statements for the year ended 31 December 2011

1.

CRITICAL ACOOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIVIATION UNCERTAINTY

The cntical accounting judgements and key sources of accounting uncertainty employed 1n the preparation
of these financial statements are as follows

*  Future taxation payments and receipts, which have been estimated on the basis of the best information
available (see note 10)

¢ Freehold land and buldings are valued by the Directors, after taking into account external professional
adwvice, and incorporate certain assurmptions n relation Lo the future use of the properties and the estirmates
useful econorc life relating to clay extraction and landfill facihities,

»  Estumated useful hife of property, plant and equiprrent 1s esumated and reviewed at each financial year
end. The Group also tests for impairment whenever a tngger event occurs, Impaurment test assumptions
include cash flows based on trading forecasts generated from current performance of each of the cash
generating units. Cash generating umts are deenned to be each integrated trachng site, due to the integrated
business model adopted by the Group Discounting 1s applied based on weighted average cost of capatal

+ The fair value of share based payments 1s calculated using the appropriate fair value model wath the
estimated level of vesting bemng reviewed annually by management. The key assumptions of this model
are set out 1n note 23

SEGMENTAL REPORTING

Segment imformation 1s presented 1n respect of the Group’s business segiments, which are based on the Group's
managerment and internal reporting structure as at 31 Decermber 2011 Segimemnt information has been prepared
in acoordance with the accounting polictes of the Group as set out on pages 17 to 22

The duef operating deasion-maker has been identified as the Board of Directors (the “Board’”) The Board
reviews the Group’s internal reporting in order to assess performance and allocate resources. Management
have determined the operating segments based on these reports and on the mternal report’s structire

The Board assesses the performance of the operating segiments based on measures of revenue and profit before
tax Segment results include 1tems directly attnbutable to a segiment as well as those that ¢can be allocated on
a reasonable basis, such as centrally managed costs relating to individual segrments and costs relating to land
used 1in more than one individual segment

The Group compnses the following segments

Building materials:

With effect from 1 January 2011, the business and operating assets of Dunton Brothers Limmted, Charmaood
Forest Brick Limited, Michelmersh Brnick and Tile Cormpany Lunmted, Blockleys Brick Lirmated and Freshifield
Lane Brickworks Lanmuted were amalgamated under a group reconstruction into a single clay products
manufactunng business in Michelmersh Brick UK Limated (formerly Blockleys Brick Linted)

Manufacture of bricks, tiles and bualding products being prinapally facng bricks and clay paviors
Dunton Brothers Larmted — based in Chesham, Buckinghamshire

Chamwood Forest Brick Linnted — based 1n Shepshed, Leicestershire
Michelmersh brnick and Tile Cormpany Linmted — basad in Romrsey, Harrpshire

Blockleys Brick Linated — based 1n Telford, Shropshire

Freshfield Lane Biickworks Lirmited — based in Danehull, West Sussex

Landfill

Engagement in landfill operations
*  New Acres Limited — based in Telford, Shropshire
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2

SEGVIENTAL REPORTING (contined)

Segment perforrmance 15 evaluated by the Board based on revenue and profit before tax. Given that income
taxes and certain corporate costs are managed on a centralised basis, these 1temns are not allocated between
segments for the purposes of the infonmation presented to the Board ands are accordingty ormtted from the
analysis below

2011 2010
Segmental Segmental
reverme PBT reverme PBT
£000 £000 £000 £000
Building materials
Blockleys 5,868 1,428 7,042 (7.451)
Dunton 1,788 96 1,654 (250)
Charmwood 2,563 609 2.830 281
Michelmersh 5,092 884 4,846 475
Freshfield Lane 8,694 2026 6,446 893
Less rebates * (383) (383) - —
23,622 4,660 2818 (6,052)
Landfill
New Acres 686 197 531 105
24,308 4,857 23,349 (5,%47)
Inter-segmental revenue and unallocated costs** (40) (4,327) ¢ (1,784)
24,268 530 23,340 (7,731)

* Rebates were allocated against individual plants in 2010
**All mter-segimental revenues transactions are at arms length prices

2010 2009
Property, plant and Intangible Property, plant and Intamgible
Erquipment fixed assets Equipment fixed assets
£000 £000 £000 £000 £000 £000
Building materials
Blockleys 98 230 - 65 424 -
Dunton 2 112 - 2 133 -
Charnwood 31 55 - 48 70 -
Michelmersh 108 390 - 48 443 -
Freshfield 100 444 - 18 355 -
359 1,231 — 201 1,425 -
Landfill
New Acres - 299 - 215

359 1,530 3 201 1,640
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SEGMENTAL REPORTING (continued)

Reverne by geographical destination

2011 2010

£000 £000

United Kingdom 23,704 22,634
Europe 28 136
Rest of the World 336 570
24,268 23,340

Total assets including property, plant and equupiment and intangible assets are all held in the UK

Total Group revere made to the top five custormers amounted to £9,858,00C No other customers were
mdividually matenal i revenue value

OTHER INCOME
2011 2010
£000 £000
Rents recervable 23 25
Excess of carbon emission allowance over usage 406 376
Other - 5
429 406
FINAINCE COSTS
2011 2010
£000 £000
Interest expense 798 0
Charges 1n respect of hire purchase agreements 7 18
805 815
PROFIT/(LOSS) BEFORE TAXATION
Profit/(loss) before taxation 1s stated after charging
2011 2010
£000 £000
Amortisation —other 3 2
Deprecation — owned assets 1,426 1,604
— assets held under hire purchase agreements 104 37
Operating lease costs— plant and machimery 301 160

—motor vehucles 321 260
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6.

7.

AUDITORS REMUNERATION

Fees payable to the Group's auditor for the audit of the Group’s

annual finanaal statements

Fees payable to the Group's auditor and its assoaates for other services
—the audit of the Group's subsidianes, pursuant to legislation
— tax compliance services

— corporate finance services

211

35
37

2010
£000

35

Services provided to the Group by the auditors are reviewed by the Board of Directors to ensure that the

independence of the auditors 1s not comprorused.

PARTICULARS OF EVIPLOYEES

The average number of staff employed by the Group duning the year amounted to

2011 2010
Mamifacture and supply of bncks 263 276
Admimstration 34 30
297 306
2011 2010
£000 £000
‘Wages and salanes 7,985 7,656
Soaal securnity costs 819 749
Other pension costs 200 21
9,004 8,626
DIRECTORS EMOLUMENTS

The emoluments of the ikhvidual Directors were as follows:
Basic Total Total
Salary Pension amlunents  emoluments
2011 2011 2011 2010
£000 £000 £000 £000
E J S Gadsden 20 - 20 20
M R Warner 138 - 138 114
C W Robinson - - - 52
R W Carlton-Porter 27 - 27 27
F J Hanna 120 - 120 90
AR G Hardy 20 - 20 60
S HP Morgan 100 - 100 17
P Sharp a7 2 49 -
472 474 380

The above Directors are considered to be the only key managerment personnel in the Group
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10.
(a)

DIRECTORS EMOLUMENTS (continued)
Under IFRS, additional chsclosure 1s reqquired as follows

2011 2010

£000 £000

Short-term benefits 5 -
Compronuse agreement - 100
Post-employrment benefits - 86
5 186

TRANSACTIONS WITH DIRECTORS

Duning the year the comparny made sales to WE Black Lirmted of £122,000 (2010 — mil) a related party by
virtue of cormmon directorshup. At 31 December 2011 the comparty was owed £4,000 (2010 — £ril) by
WE Black Limuted.

Anamount of £27,000 (2010 £27,000) was pard to Eansdown Consultants Linxted m respect of the services
of R W Carlton-Porter as non-executive Director and 15 included withun the above emolurments.

No share options were exercised by any of the Directors dunng the year nor were any share options granted
to Directors held at 31 December 2011

One Darector (2010 none) 1s a member of the defined contnbution pension scheme nm by the Group No
Drector (2010 none) recerved contnbutions to lus personal money purchase pension scheme

TAXATION
Recogrised m the income staternent

2011 2010
£000 £000

Ciorent tax expense
Current year - 38
Prior year a7 -
an 38

Deferred tax credit

Ongnation and reversal of tenporary differences (965 (2,496)

Total income tax credit in the inoome statement (982) (2,458)
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®)

©

TAXATION (continmed)
Factors affecting the tax charpe for the year

The tax assessed for the year 1s lower than the standard rate of corporation tax in the UK of 26 5%
(2010 28%3) The differences are explained below

201 2010
£000 £000
Factors affecting the tax charge for the asTent year
Profit/(loss) before taxation 530 (7,731)
Income tax using the domestic corporation tax rate 141 (2,165)
Effects of
Expenses disallowed 29 133
Depreciation i excess of capital allowances (249) (319
Change to prior year estimate {(989) -
Rate changes (13) -
Other uming chfferences 99 (107
(982) (2,458)

Factors affecting future tax charges

The Chancellor has armounced that the main UK corporation tax rate wall be reduced from the current rate
of 26% which has applied from 1 Apnl 2011, to 23%4 wia a senes of 1% annual reductions. The reduction in
the corporation tax rate to 25%%from | Apnl 2012 was enacted on 19 July 2011 As tins rate was enacted at the

balance sheet date, ar reduces the tax rate expected to apply when temporary differences reverse, it has the
effect of reducing the UK deferred tax balance

As at 31 December 2011, the Group had tax losses carmned forward of approxmately £1,952,000
(2010 £1,726,000)

A deferred tax asset has not been recogmised in respect of £1,397,000 (2010 £1,367,000) of these tax losses,
as the Directors do not consider their recovery to be suffiaently certain in the near future
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11. INTANGIBLE ASSETS
Goodwill PPC Carbon Total
" ssions
quota
£000 £000 £000 £000

Cost or vahmtion
As at 1 Jamary 2010 - 75 - 75
Allowances received duning the year — — 723 723
Offset against Lability — - (662) (662)
On acquisition of subsichary 2,280 - — 2,280
As at 31 Decernber 2010 2,280 75 61 2416
Allowances recerved duning the year — - 816 816
Offset against hablity — — (877 (87D
At 31 Decerrber 2011 2,280 75 — 2,355
Amortisation
As at 1 January 2010 - 10 — 10
Charge for the year — 2 - 2
As at 31 December 2010 - 12 - 12
Charge: for the vear - 3 — 3
At 31 Decernber 2011 - 15 — 15
INet book value
At 31 December 2011 2,280 0 - 2,340
At 31 Decesrber 2010 2,280 63 6l 2,404
GOODMWILL

In accordance with accounting standards, the Group annually tests the carrying value of goodwll for
mmpairment At 31 December 2011, the review was undertaken on a value im use basis, assessing whether the
carmying value of goodwill was supported by the net present value of future cash flows derived from those
assets, using cash flow projections discounted at the Group's weighted average cost of capital

The key assumptions used mn the value 1n use calculations are those regarding discount rates and revenue and

cost growth rates. The Group prepares cash flow forecasts as part of the budget process, and these are
extrapolated forward for the expected hife of the business.

There were no impairrent losses recogrused on goodwill dunng the year (2010 £nily and no reasonable change
to the assurmptions would lead to a matenal impairment
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12  PROPERTY, FLANT AND EQUIPMENT

Frechold Site  Mbotor Plant and Equipment Fixtures Total

land axxd  development  wehides  nmchinery and

buildings fittings

£000 £000 £000 £000 £000 £000 £000

Cost or vahmtion
As at 1 Jarmary 2010 30471 234 171 - 34,056 917 258 66,107
Agdditions 75 - - 111 15 - 201
Transfers to umventones (105 - - - — — (105)
Dhsposals (2,612) - a5 (14,342) (13) — (17,718)
Revaluanon 9259 — — — - - 9,250
On acquisition of submchary 5,460 — 850 5,959 — 135 12404
As at 31 Decermber 2010 42,548 234 270 25,784 N9 393 70,148
Adkhtions 6 - 44 309 - — 359
Transfers to imventornes (18) — — - - — (18
Disposals - - 2z (04) - - (425)
Revaluation (6,090) - - - - - _ (6050)
At 31 Decenrber 2011 36,446 234 192 25,789 919 393 63973
Amixtisation
As at 1 Jarmary 2010 302 45 162 17,739 73 24 19,185
Charge for the year 415 1 49 1,106 41 . 1,641
Disposals - - (552 (8,558) 13) - (6123
On acquusition of subsichary 121 — 535 4,613 — 103 5,372
As at 31 Decernber 2010 838 46 194 14,900 741 35 17075
Charge for the year 205 - 20 1,150 48 17 1,530
IDasposals — — 65 (304 - — (369)
At 31 Decermber 2011 1,133 46 149 15,746 789 373 18236
Net book value
At 31 Decesvber 2011 35,313 188 43 10,043 130 20 45737
At 31 Decernber 2010 41,710 188 76 10,884 178 37 53073

Included wathuin the net book value of £45,737,000 1s £61,000 (2010: £160,000) relating to assets held under
hire purchase and finance lease agreements. The depreciation charged to the finanaal statements in the year
n respect of such leases amounted to £104,000 (2010 £37,000)

The Group’s freehold land and bunldings were revalued by the Directors on 31 Decetrber 2011, on a deprecaated
replacement cost basis for brickwork properties, and an existing use value for the land used for mineral
extraction or waste disposal Other property has been valued at open market value The Directors relied on
external valuations of the land and bwldings performed by Gerald Eve LI P as at 31 Decermber 2011, and on
valuations of the landfill and muneral reserves by Wardell Amstrong LLP conducted in August 2011 These
valuations incorporated certamn assurmptions 1n relation to the future use of the properties and the estirrated
useful econoric life relating to clay extraction and waste chsposal where appropriate to do so. The Group's
frechold land and buildings were valued at £35,313,000 at 31 Decernber 2011 (2010 £41,710,000), resulting 1n
a decrease in the revaluation reserve of £6,090,000 (2010 increase £9,259,000) at that date. Deferred tax
habihities were decreased by £2,167,000 (2010 increase £2,500,000) and have been credhted to the revaluaton
reserve.
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13

14.

PROPERTY, PLANT AND EQUIPMEINT (contirued)

In respect of the freehold property stated at a valuation, the comparable tustorical cost and depreciaton values
are as follows

2010 2009

£000 £000
Historical cost
At 1 Jamuary 2011 15,677 10,247
Additions 6 75
On acquusition of subsichary - 5,460
Transfer to inventones {18) (105)
At 31 December 2011 15,665 15677

All other property, plant and equipment are stated at hustorical cost

The freehold land and property disclosed above 1s used for securnity for the overdraft and loans as disclosed 1n
note 17

SUBSIDIARIES
The followmng subsichanes have been induded within the consohdated finandal staterments.

Company Country of Qlass of Yoage of Nature of
Michelmersh Bnck UK Linuted England Ordinary 100 Manufacture Bricks
(formerly Blockleys Brick Linmted)

Dunton Brothers Linmted England Orchnary 100 Dommant
Charnwood Forest Bnick Lirrnted England Ordinary 100 Dommmant
Michelmersh Bnck and Tile Limited  England Ordinary 100 Dormant

Freshfield Lane Bnckworks Limnted ™ Engiland Ordimary 100 Dormant

New Acres Lamited England Orcinary 100 Landfill operations

No entities have been excluded from the consohidated financal statements.

INVENTORIES
211 2010
£000 £000
Raw matenals 3,562 3,705
Wbrk 1n progress 998 97
Fimshed goods 5,002 4,519

9,562 9,171

The cost of inventortes expensed dunng the year 1s £16,867,000 (2010 £16,851,000). The inventory cost
disdosed above 1s used for secunty of the overdraft as chsclosed 1n note 17




Michelmersh Brick Holdings Pic
Fimancial Staterments
MNotes to Financial Statements

Notes to Financial Statements for the year ended 31 Decemnber 2011 (contimued)

15

16.

TRADE AND OTHER RECFIVAELES

Ammmts falling due within one year

2011 2010
£000 £000
Trade receivables 4,803 4,691
Other recesvables 58 284
Prepayments and accrued income 340 172
5,201 5,147

There are no receivables due after one year, and the fair values of the trade and other recervables are

approximate to their carrying value. The trade receivables dhisclosed above are used for secunity of the overdraft
as disclosed in note 17

Included wathin trade recervables 1s £807,000 (2010 £794,000) of recervables past due but not impaired. The
Darectors do not feel there 1s any detenioration of crecit quality of these recervables The age analysis of
recervables past due but not impaired is as follows.

201 2010

£000 £000

30 days overdue 521 494
30-60 days overdue 79 183
60-90 days overdue 207 117
807 794

The carrying amount of the Group's trade and other recervables are denonunated mn sterling. The total loans
and recetvables category compnses trade and other recervables above together wath cash of £47,000 as shown
1n the balance sheet, totalling £4,908,000

TRADE AND OTHER PAYABLES

Amounts falling due witlin one year

2011 2010
£000 £000
Trade payables 970 T
Other taxation and soaal secunty 814 1,036
Corporation tax payable — 37
Other payables 239 33
Accruals and deferred income 897 1,675
Pension 23 —
2943 3,558

The faur values of trade and other payables are approearmate to thear carrying value. The total financal habilities
at amortised cost category compnses the above payables excluding other taxation and soaal secunity and
incluchng borrowings of £19,810,000 as shown in note 17, totalling £21,939,000

The average credit penod for trade purchases 1s 235 days (2010 19 days) Trade payables are not interest bearing
and are generally settled wathin terms. Other payables are non-interest beanng,
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17.

BORROWINGS
Interest rate risk of financial assets and liahilities

The Group has floating rate borrowings of £17,258,000 (2010 £17,873,000), winch consist of bank loans and
overdrafis and bear mterest linked to the bank base rate and LIBOR. Tt also has hire purchase habilties of
£52,000 (2010 £89,000) and other loans which hawve a set finance charge. The Group's finanaal assets at
31 December 2011 and 31 December 2010 include cash at bank and in hand for whuch no interest 1s earned.

Bormowing facilities

The Group has undrawn conmmmtted borrowing facahties at 31 December 2011 of £2,407,000 (2010 4,378,000)
The facahties are subject to periodic review

Interest bearing liabilities
2011 2010

lease lease

payment payrent
£000 £000 £000 £000 £000 £000
Less than one year 29 6 23 57 10 47
Between 1 - 2 years 8 3 S 37 7 30
Between 2 - 5 years 29 5 24 15 3 12
66 14 52 105 20 89

Under the terms of the agreemments, no contingent rents are payable.
Obligations urkler agreements are secured on the relevant assets.

The Group's polictes and objectives 1n respect of financial nsk relating to the adequacy of funding, interest
rate fluctuathions and currency exposure are explained in note 18

Bank loans and overdrafts
Bank loans and overdrafts in the balance sheet are due for repaymment as follows

2011 2010

£000 £000

Bank overdrafi (on dermand) 2,544 3,32
In one year or less 4,444 13,504
Between one and two years 1,279 3n
Between two and five years 3,327 612
Ower five years 5,264 124
17,258 17,873

Duning 2011, interest was charged on the bank loan at 3.25% above LIBOR per anmm m addition to a base
rate hinked formula dependent upon Bardays Bank PIc’s borrowing rattos (“Mardatory Cost Rate’ The loan
1s repayable in amounts other than regular instalments. The bank loan 15 secured by a fixed and floating charge

over all property and assets of the Group, both present and future, dated 23 March 2006, in favour of Barclays
Bank Plic,
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17.

BORROMWINGS (continoed)

On 30 December 2011, the Group entered into a new Term Loan Faality winch replaced the previous faality
The new Barclays Term Loan facility 1s for an amount of £13,426,081 for a penod of 5 years. The loan 1s
repayable in quarterly instalments of £250,000 commenang in March 2012 and with repayment of £3,162,825
when certain conchittons are met  Interest 1s chargad on the bank loan at 4 0% above LIBOR per anmim mn
addition to a base rate hinked formula dependent upon Bardlays Bank Pic’s borrowing ratios (“Mandatory Cost
Rate™) The bank loan 1s secured by a fixed and floating charge over all property and assets of the Group, both
present and future, dated 23 March 2006, in favour of Barclays Bank Plc

Other borrowings
2011 2010
Payable £000 £000
Vendor Loan In one year or less 1,364 -
Between one and two years 136 2,000
Between two and five years 500 -
Shareholder loan In one year or less — 2,000
Between two and five years 500 —
2,500 4,000

The Vendor loan arose on acquisition of Freshfield Lane Brnckworks Limited and formed part of the
consideration, and was repayable 1n full on 6 Apnil 2012. The Loan Note holders have agreed to amend the
repayment terms to £1 rmihon on 6 Apnl 2012, followed by 11 monthly mstalments of £45,454 with the
remmaming balance of £500,000 to be pard in March 2014. An addhtional payment of £50,000 wll be pard on
conrpletion of the repayment of the loan.

The Shareholder Loan was granted by Mr Enc Gadsden in March 2010 to provide funds for the aoquosition
of Freshfield Lane Brickworks Limuted and was repayable m full on 25 February 2011 Subsequent to
31 December 2010, 1t was agreed that repayment wall be made in 12 equal instalrments commencing in March
2011 The repayments were halted by agreement after 9 instalments, wath the remauning balance to be repaid
i March 2014. An additional payment of £50,000 will be paid on completion of the repayment of the loan.

Interest 15 payable on both the Vendor and Shareholder loans at 4 25% on the balance of the loan outstanding
and 1s pard 6 monthly 1n arrears.

The other borrowings are stated at faur value.
Trterest rate Cap

In December 2011, the Compary entered into an interest rate cap arrangement with Bardlays Bank Plc The
terns of the cap are outlined 1n note 18 The present value of future payments 1n respect of the cap have been
recogrised as a habihity and as an asset

2011 2010
£000 £000
195 -
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FINANCOAL INSTRUMENTS AND RELATED DISCLOSURES
Financial instruments

As the Group predommantly operates within the United Kingdom, and the majonty of overseas sales are
conducted 1n sterling, the directors consider there 1s rmmnmal exposure to currercy nsk.

The Group's pnnapal finanaal mstruments oonpnise bank loans, overdrafts and hire purchase and finance
lease facihties. The purpose of these 1s to provide finance for the Group’s operations.

The Group has entered 1into an interest rate cap agreement which himmts the exposure to interest charges
respect of the Bardlays termloan to a LIBOR rate of 2% The agreement is m respect of the reduang balance
on the whole of the loan for the five year term of the loan.

There 15 no matenal difference between the book values and fair values of the Group's finanaal instruments
Financial risk factors

The Group's acivities expose it to a varnety of finanaal nsks market nsk (incduding cash flow interest rate nsk
and price nisk), credit nsk and hqundity nsk. The Group's overall nsk managerment program me focuses on the
unprechctabality of financial markets and seeks to nurumise potential adverse effects on the Group's finanaal
performance.

Rusk management 18 carned out by the Operational Board under policies approved by the Board of Directors.
The Operating Board 1dentifies, evaluates and takes measures to adequately rmutigate financal nsks in dose
oo-operation with the Group’s operating units. The Board provides wnitten prinaples for overall nsk managemment,
as well as wntten poliaes covening speafic areas, such as foreign exchange nsk, mterest rate nisk, credut risk, use
of denvative finanaal mstruments and non-denvative finanaial instrurments, and imvestiment of excess heundity

Market risk
Cash flow and fair value interest rate risk

The Group’s interest rate nsk anses from short-term and long—term borrowings. Borrowings 1ssued at vanable
rates expose the Group to cash flow interest rate nsk.

The Group analyses its interest rate expostre on a dynamc basis Vanous scenanos are simulated talang into
consideranon refinancing, renewal of existing positions, altemative financng and hedging Based on these
scenanos, the Group calculates the impact on profit and loss of a defined interest rate shift The scenaros are
run only for Liabalities that represent the major interest-beanng posiions.

Liquidity risk

Prudent hquudity nsk management inphes mantaining sufficient cash and availabality of funding through an
adequate amount of cormmutted credht fachties Due to the dynamc nature of the undertying businesses, Group
treasury aims to mamntain flexablity in funding by keeping commatted credit lines available.

The table below analyses the Group's financial habilities wiuch will be settled on a net basis into relevant
matunty groupings based on the rermaimng period at the balance sheet to the contract maturity date. The
amounts cisclosed m the table are the contracted undiscounted cash flows Balances due wathin 12 months

equal therr carmying balances as the umnpact of discounting 1s not sigmficant wath the exception of Hire
Purchase.
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FINANCIAL INSTRUMENTS AND REIATED DISCLOSURES (continued)

At 31 Decermber 2011 Between Between
Less than 1 and 2 and Over
1 year 2 years S years S years
£000 £000 £000 £000
Borrowmings incluching overdrafts 9,357 1,803 4,666 5,447
Hire purchase and finance lease obligations 2 8 29 -
Trade and other payables 2,943 - - -
At 31 Decemmber 2010 Between Between
Less than 1 and 2 and Over
1 year 2 years S years 5 years
£000 £000 £000 £000
Borrowings incluchng overdrafts 19,500 2,406 633 128
Hire purchase and finance lease obligations 57 37 15 -
Trade and other payables 3,558 - - -
Capital management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
concern th order to provide returns for shareholders and benefit other stakeholders and to maintam an optimal
captal structure to reduce the cost of capital

In onder to meuntain or adjust the capital structure, the Group may adjust the amount of divdends paid to
sharcholders, return capital to shareholders, 1ssue new shares or sell assets to reduce debt

Consistent with others in the mdustry, the Group momtors capatal on the basis of the geaning ratio. The ratio
1s calculated as net debt divided by total capatal WNet debt 15 cakoulated as total borrowangs less cash and cash
equovalents. Total caputal 1s calculated as ‘exquity” as shown 1n the consolidated balance sheet plus net debt

The gearing ratios at 31 December 2011 and 2010 were as follows.

2011 2010

£000 £000
Total borrowings excluding bank overdrafts 16,866 18,640
Add. cash and cash equivalents including bank overdrafls 2897 1,756
Net debt 19,763 20,396
Total equuty 34,731 37,096
Total caprtal 54,49 57,492
Gearing ratio 3% 35%%

Fair value estimmation

The carmng value less imparrment prowvision of trade recervables and payables are assumed to approximate
to their fair values due to their short-term nature, The fair value of finandal iabilities for disclosure purposes
15 estimated by discounting the future contractual cash flows at the aurent market interest rate that 1s available
to the Group for simalar istruments
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19.

FINANCIAL INSTRUVIENTS AND RELATED DISCLOSURES (corttinued)
Sersitivity amalysis
Irterest rate sensitivity

The table below shows the Group's sensitivity to interest rates on its floating rate financial instruments, The
Group has concludad that a 1% increase 1s a reasonable benchmark. Debt with a matunty of less than one
year 1s floating rate for this calculation. A 1% movement 1n interest rate 15 deemed to have an equal effect on

equity

2011 2010
£000 £000
1% mecrease/(decrease) 1n sterling interest rates 165 179

A 1% decrease in these interest rates would have an equal and opposite effect Interest rate moverments on
obhgations under hire purchase and finance leases, trade payables, trade receivables and other finanaal
mstruments not i net debt do not present a matenal exposure to the Group's balance sheet based on a 1%%
increase or decrease 1n these mterest rates

PENSIONS

Defined contribution Scheme

The Group operates a defined contribution scheme for 1ts employees. The assets of the scheme are held
separatety from those of the Group in trustee adrmmstered funds. The pension charge for contnbutions made
by the Group to the defined contnbution scheme amounted to £200,000 (2010 £221,000) Amounts unpaid
at the year end 1n respect of contnbutions amounted to £23,000 (2010 £1,000)

DEFERRED TAXATION
Deferred tax at 31 December 2011 relates to the following:

Property
plant and Other
Losses  equaprnent items Total
£000 £000 £000 £000
Cost
Asat 1 January 2010 (162) 7,421 182 7441
Acquusition of subsidhary undertakang (120 1,511 - 1,391
Recogmsed in income 126 (2,615) 1) (2,496)
Recognised in equoty - 2,500 - 2,500
As at 31 December 2010 (156) 8,817 175 8,836
Recogmsed in income 17 916) (606) (965)
Recogrused in equity - (@l16D - @l6]
As at 31 Decermber 2011 (139) 5,734 109 5704

Deferred tax assets included above are deerned recoverable against future taxable profits in certain Group
COmparnies.

In adkiiuon to the above, the Group has un-provided deferred tax assets of £349,000 (2010 £369,000) in respect
of unrelbieved tax losses
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(a)

OOMVIITMIENTS UNDER OPERATING LEASES

Total future mimrum lease payments under non-cancellable operatimg leases in respect of plant and machinery
are set out below

2011 2010
£000 £000
Operating leases which expire
Within one year 615 41
Between two arx five years 1,600 823
2215 864
Undler the terms of the lease agreements, no contingent rents are payable.
SHARE CAPITAL
Authonsed share capatal
2011 2011 2010 2010
MNummber £000 Number £000
Ordinary shares of 20p each 110,000,000 22,000 116,000,000 22,000
Allotted, called up and fully paid.
2011 2011 2010 2010
Nammber £000 MNumber £000
Ordinary shares of 20p each 58,227,154 11,645 58,102,154 11,620

Dunng the year, 125,000 Ordinary shares were 1ssued 1n consideration for a 25%% holding in Jeffery Building
Products imited.

There were no unusual nghts or restrictons attaching to the Ordinary shares of the comparty

SHARE BASED PAYMENTS
£000
Share option reserve
As at 1 January 2010 and 2011 183
Charge for the year 3
As at 31 Decernber 2011 186
Two new Sharesave schemes were launched in the year - see below
Year of Subsoription  Period of No. of Options No, of
Grant price  exercise options forfeited options
per share asat  inthe year as at
31 Decermber 31 Decermber
2010 2011
2004 70p  August 2007 — August 2014 178,686 (25,000) 153,686
2005 95p  November 2008 — November 2015 12,500 - 12,500
2007 118p  Apnl 2010-- Apnl 2017 10,000 — 10,000
2008 93p  January 2011 — Jamary 2018 10,000 (10,000) —
2008 96p  February 2011 — February 2018 12,500 - 12,500
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23 SHARE BASED PAYMENTS (continued)

)

Vestuing conchitions under the scherme include a three year vesting period. The options are also subject to
performance cnitena set when the options were granted. Employees may exercise options after they leave
employment 1f exerased wathin six months of ceasing to be an employee. The exerase period 1s seven years
from the vesting date.

Michelmersh Brick Holdings Plc SAYE scheme

Yearof Subscription Vesting No. of Options Options No. of

Grant price period options granted forfated options

per share asat  inthe year in the year as at

31 December 31 Decemmiber

2010 2011

2006 78p June 2006— 34,010 34,010 - (987) 33,023

July 2011

2007 102p November 2007 — 13,505 — (1,647) 11,858
December 2012

2011 19p Noverrber 2011 — - 639,435 (7,578) 631,857
December 2014

2011 19p Novermber 2011 — — 393,152 — 393,152
Decermber 2016

Vesting conchtions under the scheme include a three or five year vesung penod but do not include any

performmance critena.

Opuons were valued usimg the pnnciples of the Black-Scholes Model This valuation 1s amortised to the incorre
staterment over the vesting penod. The charge for the year amounted to £3,000 (2010 £mul)

The following key inputs have been used 1n the valuation of the share options using the Black-Scholes Model,

as deemed applicable at the vesting date.

Weighted average share price £0.868

Expected volatihity 3004

Expected drvidend yield 1%

Risk free rate 5%

Expected volatility is dertved from histonc share price of the Group
The weighted average exercise pnoes for both schemes combined were as set out below
2011 2010

MNo. Weighted MNo. WWeighted

average average

exercise price eerdse price

Outstanchng as at 1 Jaruary 2011 271,201 77 6p 669,538 732p

Granted 1,032,587 190p - -

Lapsed and forfeited (45,212) 679p (398,337) 70 2p

Outstanding as at 31 Decermnber 2011 1,258,576 299p 271,201 77.6p

The weighted average contractual ife for the share options outstanchng at 31 December 2011 1s 4 years

(2010 4 years)
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24  EQUITY ATTRIBUTARIE TO BQUITY HOLDERS
Share option reserve

The share option reserve relates to the Executive Approved Share Option and SAYE Share Option Schenmes.
Additional details are disclosed 1n note 23 to the financal staternents.

Share premitam acoount

The movermenits on the share prermium account in the year relate to shares 1ssued as disclosed m note 22 to the
financial statements.

Merger reserve

The merger reserve relates to the prermum of fair value of ordinary shares 1ssued on acquisiion of a subsidiary
over the par value of the shares

Revahmation reserve

The revaluation reserve relates to revaluation of property as disclosed in note 12
25, EARNINGH(LOSS) PER SHARE

Basic

The calculation of earrungs per share 1s based upon the profit for the vear of £1,512,000 (2010 loss £5,273,000)
and 58,194,277 (2010: 53,679,077) weighted average mumber of onchinary shares.

Diluted

The daluted figure disclosed 1n respect of 201015 based on the same figures as above since the options in place
during that year are anti-chilutive At 31 December 2010 there were a total of 271,201 share options held by
employees, as disclosed 1n note 23, which are not considered dilutive.

The diluted figures for 2011 include options 1ssued during the year. At 31 Decernber 2011 there were 233,567
exasting options which are under water and are not included in the diluted figures for 2010.
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Michehnersh Brick Holdings Pl
Independent Auditors’ Report to the Members

WE have audited the financial staterments of Michelimersh Brick Holdings PLC for the year ended 31 Decernber 2011
which compnise the Balance Sheet, the Accounting Poliaes and the related notes 1 to 10 The finanaal reporting
framework that has been apphied in their preparation 1s applicable law and Unuted Kingdom Accounting Stancdards
(United Kingdom Generally Accepted Accounting Practice)

This report s made solely to the comparny’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Our audit work has been undertaken so that we rght state to the company’s members those
matters we are requured to state to them in an auditors’ report and for no other purpose. To the fullest extent permtted
by law, we do not acoept or assuome responsthility to amyone other than the company and the company’s members as
a body, for our aucht work, for this report, or for the opimons we have formed.

Respective responsibilities of directors and auditors

As explained more fully 1n the Directors’ Responsibilities Staternent, the chrectors are responsible for the preparation
of the parent company financial statements and for being satsfied that they give a true and fair view Our
responsibility 1s to audit and express an opimion on the parent comparny financial staternents in accordance wath
applicable law and International Standards on Auditing (UK and Ireland) Those standards requare us to comply
with the Auchting Practices Board’s (APB's) Fthecal Standards for Auditors.

Scope of the andit of the financial staterments
A descnpton of the scope of an audit of financial statements 15 provided on the APBs website at
wwwiTe org uk/apb/scope/pnivate.cfim.

Opinton on financial statements
In our opirion the parent company financial statements

+  Gave atrue and fair view of the state of the company’s affairs as at 31 December 2011,

= Have been properly prepared m accordance with Umted Kingdom Generally Accepted Accounting
Practice, and

+ Have been prepared in accordance with the requurements of the Compares Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opiruon the information grven in the Directors’ Report for the finanaal year for whuch the financial statements
are prepared 15 consistent wath the financial statements.

Miatters on which we are required to report by exception
WE have nothing to report m respect of the following mmatters where the Comparnes Act 2006 requures us to report
to you 1f, 1n our opimon.

* adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

¢ the financal statements are not in agreement with the accounting records and returns, or

+ certamn disclosures of directors’ remuneration speafied by law are not rmade, or

* we have not recerved all the information and explanattons we requure for our audit

“éhavereponedseparatelyonﬂmegrowfmmnalmmofMdEhmthnckaldmgsplcforﬂEymra‘lded

}I\Zj@vdﬁgw ot

Portwall Place
Semor Statutory Audhtor, for and on behalf of Portwall Lane
MNexia Smith & Williamson Bnstol
Statutory Auchtor BS1 6NA

Chartered Accountants
26 March 2012




MEchelmersh Brick Holdings Plc
Cormpany Balance Sheet

Company Balanoe Sheet
as at 31 December 2011

Fixed assets
Tangible assets
Investrments

Intangible assets
Total fixed assets

Cirent assets
Cash at bank and in hand
Debtors — due withun one year

Total amrrent assefs
Creditors. Amounts falling due within one year

Total assets Jess arrent Liahilities

Creditors: Amounts falling due after more than one year
Provisions for liahilities and charges
Deferred taxation

Net assets

Capital and reserves
Share capital

Share prermum account
Merger Reserve
Revaluation reserve
Share option reserve
Profit and loss acoount

Equity sharcholders’ funds

VOO0 \O0

2011 2010
£000 £000
17,570 24,783
10,288 10,245
- 62
27,858 35,000
14 572
12,540 18,456
12,554 19,028
(5925) _ (0475
6,629 (1,447)
34,487 33,643
(10,145) (2,000)
(45) (119)
24,297 31,524
11,645 11,620
6,440 6422
979 979
9,144 16,377
186 183
(4,097 @057
24,297 31,524

These financal staterments were approved by the Directors on 26 March 2012 and are segned on thewr behalf by

M R Warner
Director

\—




Vichelmersh Brick Holdings Plc
A ine Polick

Accounting Puolicies — year ended 31 Decernber 2011

Basis of preparation

The Conmparny financial statements have been prepared in accordance with UK. GAAP under the hustorical cost
comvention, modified to include the revaluation of certain fixed assets, and in accordance with applicable acocounting
standards.

No profit and loss account 1s presented for the Company as permiitted by section 408 of the Comparzes Act 2006
The loss after tax for the Company was £339,000(2010: £1,912,000) The company has revalued its land and bunldings.
A downward revaluation of £6,934,000 (2010 upwards of £6,732,000) has been recognised cirectly 1n equaty There
are no other recogmsed gains or losses in the year

Investiments
Investiments held as fixed assets are stated at cost less any provision for impaurment in value,

Depwedation
Plant and equipmment are stated at cost less accumulated depreciation and impaurment losses Land and banlchings are
carmed at appropnate valuation for the land and bunldings concerned.

Frechold land and buldings are revalued on an annual basis.

Depreaation 1s calculated so as to wnte off the cost or valuation of an asset, less 1ts estumated residual value over
the usefil econorroe ife of the asset as follows:

Freehold buldings — hfe of brickworks site straight line
Equiptrent — 3%~ 25% straight hine

Freehold land used in landfill activities 1s amortised over the hfe of the site on a usage basis. All other freehold land
1s not depreciated.

Site development costs are capitalised. These costs are written off’ over the operational life of the site as and when
the void space created as a result of thus expenditure 1s consumed. Provision for site restoration costs 1s made and
capitalised once the Cormpany creates a legal or constructive obligation 1n respect of restorahon work on landfill
sites, This 1s deemed to be a cost of disposal and 1s recogrised 1n the profit and loss account wittun profit or loss on
chsposal when dispasal occurs. Provision 1s made, where matenal, for the net present value of the Group's estirmated
unavordable oosts 1n relation to the restoration and aftercare of landfill sites operated by the Company Provision 1s
not made where no sigrificant cost 1s expected, or where costs are not deemed reliably measurable.

Mineral reserves are included within freehold land and bnldings and are amortised on a usage basis

An annual amount equal to the excess of the annual deprecated charpe on certain revalued assets over the notional
historical cost depreciation charge on those assets is transferred anmually from the revaluation reserve to the profit
and loss reserve,

Share based paymert transactions

An expense for equuty instruments granted under ermployee share schernes and the Save-As-You-Earn Schemes 1s
recogrused in the financial staternents based on their fair value at the date of grant. This expense 1s recogrnised over
the vesting pertod of the scheme. The curmulafive expense recogmsed at each reporting date, untl the vesting date,
reflects the extent to which the vesting penod has exprred and the Directors’ best estimate of the mummber of exquoty
instnuments that wall ultumately vest. The Company has adopted the principles of the Rlack-Scholes Model for the
purposes of computing fanr value.

Operating lease agreemerds
Rentals applicable to operating leases where substanualty all of the benefits and nisks of ownership remam with the
lessor are charged against profits on a straight line basis over the pencd of the lease.




Michetmersh Brick Holdings Plc
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Acoomting Policies — year ended 31 Decermber 2011 (contimued)

Deferred taxation

Teferred taxation 1s provided 1n full 1n respect of taxation deferred by uming differences between the treatment of
certan iterrs for taxation and accounting purposes. Deferred tax 1s measured on an undiscounted basss at the tax
rates that are expected to apply 1n the peniods 1n which timrnng differences reverse, based on the tax rates and laws
enacted or substantially enacted at the balance sheet date: Deferred tax assets are recogmsed only to the extent that
thear recovery 1s considered more likely than not.

Pension costs
The Coimparty operates a defined contnbution pension scheme for employees The assets of the scheme are held

separately from those of the Company Contnibutions are charged to the profit and loss account in the year in winch
they are incurred.

Carbon emissions allowances
The annual quota of carbon emmssions allowed under the European Union Emaronment Agency regulations 1s
recogresed as an asset 1n the Balance Sheet as a Government Grant 1n accordance with SSAP 4

A corresponding halbxlity 1s recogmsed as carbon emmssions are produced 1n the year

Unused and acquired carbon emissiens quotas held at the balance sheet date are recogmised as mtangible assets and
are valued at open market value. Any gan or loss ansing 1s recogmsed 1in the profit and loss account.

The asset and hablity at the end of the year are offset and recorded as a single line 1temn 1n the income staternent,
offset agaunst any disposals (or purchases) of excess quotas in the year

Dividends
Dividend distnbution to the Comparry’s shareholders ts recognised as a liabidhity in the Company’s finanaal staterments
mn the penaed in which the dividends are approved by the Company’s shareholders.

Financial assets and Labilities, whose value changes in response to changes in its undertying components and are
settled at a future date are designated as denvative financial instruments Denvatives are used by the Company to
mtigate financal nsks, such as changes in mterest rates Such instruments are imtially recognised at cost or prermum
pard and subsequently carmed at fair value deterrmimed by reference to a quoted market price. Gains and losses ansing
from changes in fair value are recogmsed 1n the statement of comprehensive income.
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Notes to Company Financial Staterments

Notes to Company Fimanciat Statements for the year ended 31 Decamber 2011

L

TANGIBLE FIXED ASSETS

Freehold Equipment Viotor Site Total

land and velides devdlopment

buildings

£000 £000 £000 £000 £000

Cost or valuation
At 1 January 2011 24916 295 - 155 25,366
Additons 6 - a4 - 50
Revaluation (6,934) — - - (6,934)
At 31 Decermber 2011 17,988 295 44 155 18,482
Depredation
At 1 January 2011 431 152 - — 583
Charge for the year 295 3 - — 3%
At 31 Decetmber 2011 726 186 - - 912
Net book value
At 31 December 2011 17,262 109 44 155 17,570
At 31 December 2010 24,435 143 - 155 24,783
Revaheation of fixed assets

The Company’s freehold property was revalued by the directors on 31 December 2011, on a depreciated
reptacerment cost basis for brickwwork properties, and an existing use value for the land used for mineral
extraction or waste disposal Other property surplus to requurements has been valued at open market value.
The Directors relied on external valuations of the land and bunldings performmed by Gerald Eve LLP as at
31 December 2011, and on valuations of the landfill and rmneral reserves by Wardell Armmstrong LILP
conducted in August 2011 These valuations incorporated certain assurmptions 1n relation to the future use of
the properties and the estimated useful econorme Iife relating to clay extraction and landfill facihities. The
directors adjusted these valuahons i respect of the land used for mineral extraction or waste disposal where
appropnate to do sa.

The Company’s freehold land and bunldings were valued at £17,262,000 at 31 Decemnber 2011 resultng in a
revaluation defict of £6,934,000 at that date. In respect of the freehold property stated at a valuation, the
ocomparable hustoncal cost and deprecation values are as follows.,

2011 2010
£000 £000
Historical cost
At 1 January 2011 8,106 8,086
Addiions 6 20
At 31 Decermber 2010 8,112 8,106
2011 2010
£000 £000
At 1 Jamuary 2011 - -
Charge for the year - -

At 31 December 2011 - _
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Notes to Company Financial Staternents for the year ended 31 December 2011 (continued)

2 INVESTMENTS — UNLISTED

Cost
At 1 January 2011
Additions

At 31 December 2011

2011 2010
£000 £000
10,245 707
43 9,538
10,288 10,245

The company’s irvestiment 1n the ordinary share capatal of unhsted comparntes at the balance sheet date includes

the following:
Country of

Conmpany incorporation
Dunton Brothers Linuted England
Michelmersh Brick & Tile England

Lanmted
Michelmersh Brnck UK England
Linuted
New Acres Lunmted England
Chamwood Forest England
Bnick Lirmted
Freshfield Lane Brickworks England
Lirmted

3. DEBTORS
Amounts falling due within ane year

Amounts owed by Group undertakings
Other debtors
Prepayments and accrued imncome

4. CREDITORS: Amouts falling die within one year

Bank loans due within one year

Trade creditors

Other crechitors

Other taxation and socal security
Oxher lcans
Accruals and deferred income

Hire Purchase

Amounts owed to Group undertakangs

Class of
shares held

Orchnary
Ordinary

Ordinary

Orcinary
Ordinary

% age holding
100
100
100

100
100

100

MNature of
business

Dormant
Dormant

Manufacture of bricks
and clay products
Landfill operations
Dormant

Dormant
2011 2010
£000 £000
12,326 18,191
28 259
186 6
12,540 18,456
2011 2010
£000 £000
4,087 13,057
- 91
215 32
— 2
1,364 2,000

Gl wR




Michehrersh Brick Holdings Pl
Notes to Company Financial Statements

MNotes to Company Financial Staterments for the year ended 31 Decerber 2011 (contimed)

5

7.

CREDITORS: Amounts falling due after more than one year

2011

£000 £000
Bank loans 8,980 —_
Hire Purchase 29 —
Other Loans 1,136 2,000
10,145 2,000
REDATORS — CAPITAL INSTRUMENTS

Creditors include finance captal which is due for repayment as follows
2011 2010
£000 £000
In one year or less, or on demand 4,092 13,057
Between one and two years 1,005 _
Betwesn two and five years 3,024 —
Qwer five years 4,980 -
13,101 13,057

The bank overdraft 15 secured by debentures given by all Group compantes anxd a charge over the frechold
land and buldings. All Group comparnes have provided a cross guarantee in respect of the borrowings,

Interest 1s charged on the Barclays Bank PLCbank loan at 4% above Barclays Bank P1LC LIBCR per anmum
m adchition to a base rate linked formula dependent upon Barclays Bank Pic’s borrowing ratios (“Mandatory
Cost Rate’) The loan 1s repayable 1n amounts other than regular instalments. The bank loan 1s secured by a
fixed and floating charge over all property and assets of the Group, both present and future, dated 23 March

2006 1n favour of Bardays Bank plc

PROVISIONS FOR 11ABILITIES AND CHARGES

2011 2010
£000 £000
At 1 January 2011 (119) 10
Pecrease 1n provision 74 (129)
At 31 Decernber 2011 (45) {119)
The provision for deferred taxanion consists of the tax effect of tinung differences in respect of
2011 2016
£000 £000
Excess of taxation allowances over depreciation on fixed assets @5) 119
Amounts unprovided at the year end are as follows
2011 2010
£000 £000
Revalued properties 1,710

3,907
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Notes to Companty Financial Statements for the year ended 31 Decermber 2011 (contirmed)

7.

PROVISTONS FOR LIABII ITIES AND CHARGES (continued)

The balance of unprovided deferred tax of £1,710,000 (2010 £3,907,000) relating to revalued properties
represents the tax on the deferred capntal gain on the revaluation of the freehold property It 1s the Directors’
intention to keep the trading property for use 1n the business, and as such the gain1s unhikely tocrystallise and
therefore the deferred tax hability has not been recogrused, i accordance with Finanaal Reporting Standard
19 ‘Deferred Tax’ The deferred tax on the element of the gain in respect of land subyect to an option to sell
for residential development in the furture has not been provided at 31 Decermber 2011 as the Company has not
yet entered mto a bincding agreement to sell the land. Provisions will be riade on a phased basis as and when
bulding agreements are signed. Deferred tax assets i respect of other timing differences and tax losses
available amounting to £745,000 (2010 £1,059,000) have not been provided, as the Directors do not consider
their recovery to be suffiaently certain in the near future.

8 RELATED PARTY TRANSACTIONS
The Compary has taken the exernption in FRS 8 not to disclose transactions with other Group companies.
9. REQONCILIATION OF SHAREHOLDERS' FUNDS AND MOVEVENTS ON RESERVES
Share Shewe Share Merger  Revahmtion Profit and Total
resarve acoout funds
£000 £000 £000 £000 £000 £000 £000
Balance at 1 Janeary 2010 8,083 183 5,703 - 9,859 (2,359 21,469
Loss for the year - - - — - (1.912) (1,912)
Shares 1ssued 1in the year 3,537 - 719 LY - - 5,235
Revaluation of frechold land
and buldings - - - - 6,732 - 6,732
Transfer to profit and loss - - - - 214 214 -
Batance at 31 Decerrber 2010 11,620 183 6,422 979 16,377 @057 31,524
Loss for the year - - - - - (339 (339)
Shares 1ssued 1in the year 25 - 18 - - - 43
Share save option - 3 - - - - 3
Revaluatian of freehold land
and tanldings - - - - (6,934) - (6,939)
Transfer to profit and loss - - - - (295) 299 -
Balance at 31 Decernber 2011 11,645 186 6,440 979 9,144 4,097) 24,297

10, CONTINGENCES

The bank holds a cross guarantee between the Comparty and 1ts subsidianes dated 30 December 2011 At the
year end the total Group bank borrowings were £17,258,000 (2010 £17,874,000)




Michelmersh Brick Holdings Pl
Notice of Armaml General Mieeting

This year's anmual general meeting walt be held at 11 30 am. on 14 May 2012 at 131 Finsbury Paverment, London
EC2A INT You will be asked to consider and prass the resolutions below Resolutions 5, 6, and 7 wall be proposed
as speaal resolutions. All other resolutions will be proposed as ordinary resolutions.

Ondinary Business

1

To recerve the Compary’s Accounts and Reports of the directors and the auditors for the finanaal year ended
31 December 2011

“To reappoimnt Enc Gadsden who retires by rotation and who, being ehgible, offers lnmself for reappomntment
as a director

To reappoint Martin Warner who retires by rotation and who, bemng ehgble, offers hurrself for reappomntment
as a darector

To appoint Nexaa Smmth & Wilhamson Awcht Linmted as auditors to hold office from the conclusion of the
meeting to the conclusion of the next meeting at wiuch the accounts are laid before the Cormpany and to
authonse the directors to fix their rermumeration.

Special Business

5

That the directors of the Company be and they are hereby generally and unconditonally authonsed for the
purposes of section 551 of the Comparmes Act 2006 (the 2006 Act™") to exercise all the powers of the Company
to allot shares and grant nghts to subscribe for, or convert any secunty into, shares up to an aggregate normnal
amount (within the meaning of sections 551(3) and (6) of the 2006 Act) of £3,881,810

That, subject to the passing of resolution 5, the directors of the Comparty be and they are hereby errpowered
pursuant to sections 570 of the Comparnes Act 2006 (the “2006 Act™) to allot equuty securities (as defined in
section 560 of the 2006 Act) of the Company for cash pursuant to the authority conferred by resolution 6 as
1f section 561 of the 2006 Act did not apply to any such allotment, provided that this power shall be hrynted
to the allotment of equnty secunties for cash.

(8 1nconnection with or pursuant to an offer or vitation in favour of holders of ordinary shares 1n
proportion (as nearly as practicable) to the respective number of ordinary shares held by themon the
record date for such allotment (and holders of any other class of equuty secunties entitled to partiapate
therein or if the directors consider 1t necessary, as permmtted by the nights of those secunities) but subject
to such exclusions or other arrangements as the directors may deem necessary or appropnate to deal
with fractional entitlements, treasury shares, record dates, or legal, regulatory or practucal problerrs
which may anse under the laws of, or the requirements of, any regulatory body or stock exchange in
any terntory or otherwise howsoever; and

(b i the case of the authonty granted under resolution 5, and otherwise than pursuant to paragraph (a)
of this resolution, for cash up to an aggregate nomunal amount of £582,272 being 5 per cent of the
Company’s 1ssied ordinary share capatal as at the date of this Notice.

Thus power shall expire at the conclusion of the next Annual General Meeting, save that the Company rmay before
such expiry make offers or agreesments wiich would or nmght require equuty securities to be allotted after such expiry

7

That the Company be generally and unconditicnally authonsad for the purposes of section 701 of the
Compames Act 2006 (the “2006 Act™) to make one or more market purchases (withuin the meanmg of section
693(4) of the 2006 Act) of fully pmd ordinary shares of 20p each in the capital of the Company provided that:

(a) the maxyrmum aggregate mumber of ordinary shares authonsed to be purchased is 5,822,715
(representing 10 per cent. of the Company’s 1ssued ordinary share capatal),




Michelmersh Brick Holdings Flc
MNotice of Al General Meeting

(b)  the mumumumm pnce {exclusive of expenses) winch may be pard for each ordinary share shall be the lower
of the norminal value or an amount not less than 5 per cent  below the average of the middle markest
quotations for an ordinary share, as derived from the AIM secuon of the London Stock Exchange
Deauty Official List for the five business days immechatety preceding the day on which the ondinary share
1s purchased;

() the maximum prioe (exclusive of expenses) which may be pard for each ordinary share shall not be more
than 5 per cent above the average of the mxddle market quotations for an ordinary share, as derived
from the AIM section of the London Stock Exchange Daly Official List for the five business days
mmmechately preceding the day on whiuch the ordinary share 1s purchased,

() unless previously renewed, vaned or revoked, this authonty shall expire at the conclusion of the
Company'’s next Annual General Meeting; and

(&) the Company may make a contract or contracts to purchase ondinary shares under this authonty prior
to the expiry of such authority whuch wall or may be executed wholly or partly after the expury of such
authonity and rmay make a purchase of ordmnary shares in pursuance of any such contract or contracts,

26 March 2012

By order of the Board
Stephen Vorgan
Conrparnty Secretary
Registered Office
Freshfield Lane
Danehill

Haywards Heath

RH17 7THH
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“To be entitled to attend and vote at the meeting or any adjowrmment (and for the purpose of the determnation by the Company of the
votes they may cast), shareholders must be registered in the Register of Manbers of the Comparty 48 hours before the tirme appomnted for
holding the meetmg or adjourned meeting. Changes to the Register of Members after the relevant deadiine shall be disregarded in
determaning the nghts of any person to attend and vote at the meeting,

Mermbers are entitled to 4ppownt a proxy to exerase all or any of thear nghts to attend and to speak and vote on their behalf at the meeting,
A shareholder may appoent more than one proxy 1n relation to the meeting provided that each proxy 15 appointed to exercise the nghts
attached to a cifferent share or shares held by that shareholder A proscy need not be a shareholder of the Company A proxy form winch
may be used to make such apportment and grive proxy mstructions accormpames this notios,

To be vahd ary peoxy form or other instrument appointing a proxy rmust be recerved by post or (duting normal busness hours onty) by
hand at the offioe of the Cormpany’s registrars no later than 48 hours before the time appomnted for holding the meeting.

The retumn of a completed proxy form wall not prevent a shareholder attending the meeting and voting 1n person if hefshe washes to do so.

Any corporation which 1s a mermber can appoint one or more corporate representatives who may exerase on its behalf all of its powers
as a member provided that they do not do so 1 relation to the same shares.

Any mernber attencing the meeting has the nght to ask questions. The Conpany maust cause to be answered arty such question relating to
the business bang deatt wath at the meeting but no such answer need be grven if (a) to do so would miterfere unduly with the preparation
for the meeting or imvohve the disdosure of confidential information, (b) the answer has already been grven on a websate m the formof an
answer to a question, or (¢) 1t 1s undesirable n the miterests of the comparny or the good order of the meeting that the question be answered.

Copees of the service contracts of the directors of the Commpany or any of its subsidhary undertakangs are avalale for inspection at the
registered office of the Company dunng normmal business hours (exduching weekends and public holidays) from the date of this notice
until the conclusion of the AGM, and will also be available for inspectton at the place of the AGM from 15 mirutes before 1115 held until
1ts conclusion.




Midchelmersh Brick Holdings Plc
Notice of Armual General Meeting

PART ITI
EXPLANATORY NOTES TO THE NOTICE OF ANNUAL GFENERAL MEETING

The notes on this page give an explanation of the proposed resolutions.

Resolunions 1 to 4 are proposed as ordinary resolutions. Thus means that for each of those resolutions to be passed,
more than half of the votes cast nust be in favour of the resolution. Resolutions 5 to 7 are proposed as special
resotutions. Thas rmeans that for each of those resolutions to be passed, at least three-quarters of the votes cast must
be 1in favour of the resolution.

Resolutions 2, and 3 Reappointment of directors

In accondance with the Company’s Articles of Association any Dyrector newly appointed by the Board 1s requared
to retire and submut lurpself” for re-appomntment at the: first Annual General Mecting following hus appointment. In
additton at every Annual General Meeting a certain number of Directors st retire by rotation.

Resolution 5: Authority to allot shares

Thus resoluthion proposes that the Directors’ authonty to allot shares be renewed. The authonty previously given to the
Directors at the tast AGM of the Company will exqare at: thas year’s AGM. Under the Comparues Act 2006, the Directors
of the Comparny may only allot shares or grant nights to subscnibe for or convert into shares 1f authonised to do so.

Resolution 5 wll allow the Directors to allot new shares or grant nghts up to an aggregate nonnal value of
£3,881,810, which 15 equal to approximately one third of the total 1ssued ordinary share capital of the Comparny as
at the date of thus Notice.

If passed the authonty given by this resolution will expire at the conclusion of the Company's next Anmial General
Meeting. The Directors have no present intention to allot new shares or grant rnights, however, the Directors may
consider doing so if’ they behieve it would be appropnate n respect of business opportunities that may anse consistent
with the Company’s strategic objectives.

Resctution 6 Disapplication of pre-emption rights

Under the Companies Act 2006, 1f the Directors wish to allot shares for cash (other than in connection with an
employee share scheme) they nmust first offer them to exasting shareholders 1n proportion to their holdings (“a
pre-emption offer’”) There may be ococasions, however, when the Direciors will need the flexababity to finance business
opportumties by the 1ssue of ondinary shares wathout a pre-erption offer to exasting shareholders.

This resolution seeks to renew the directors’ power to allot equity secunties m certam hmited arcurrstances otherwise
than to 1n relation to pre-emption offers The power granted at the last AGM 1s due to expare at this year's AGM.
Apart from pre-emption offers, the power 1s imted to the allotrment of equuty secunties for cash up to an aggregate
nommnal value of £582,272 (being 5 per cent. of the 1ssued ordinary share capital as at the date of thus Notioe, If
@iven, this power will expare at the conclusion of the 2011 AGM

The Board does not intend to 1ssue more than 7 5 per cent of the 1ssued share capital of the Comparty on a non
pre-emptive basis 1n any rolling three-year peniod. This 15 1n hine with corporate governance gundelines,

Resolution 7: Authority to purchase Cotrpany shares

This resolution renews the Company’s general authonty to repurchase up to 5,822,715 its own shares in the market
(bemng 10 per cent of the Company’s 1ssued share caprtal as at the date of this notice), at or between the maxinm
and mummum pnces specified in the resolution giving the authonty

Current legislation allows comparues to hold shares acquired by way of market purchase in treasury, rather than
having to cancel them. The Directors may use the authority to purchase shares and hold them in treasury (and
subsequently sell or transfer them out of treasury as permtted n accordance with legislation) rather than cancel
themn, subyect to mstitutronal guidelines applicable at the tume. Shares wall only be purchased if to do so would result
In an increase 1n earmings per share and 15 in the best interests of shareholders generally.
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