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The Banks Group Limited

Company Number 2267400

Strategic Report

Review of Business

Group Overview

The results for the year and financial position of the company and the Group are shown In the
annexed financial statements The state of the Group’s affarrs at 30 September 2013 was

satisfactory

The consolidated profit and loss account of the Group 1s set out on page 10 and turnover 1s analysed
in note 3 The Group has traded profitably during the year, and the directors expect this to continue
for the foreseeable future

The Group's key financial performance indicators for the year were

2013 2013

£'000 £'000 Change
Turnover 97,372 68,870 +41%
Total operating profit 11,301 6,556 +73%
Profit on ordinary activities afler taxation 4,877 2,691 +81%
Total shareholders' funds 34,855 32,182 +8 1%
Operational cash inflow 12,130 14,781 -19%
Capital expenditure (32,029) (25,199) +27%

Shareholder funds have increased due entirely to the level of retained profit realised in the year, offset
by dividends of £2 2 millon  The key actvities which impacted on operating profit in the year are

detailed below

Coai

Dunng the year under review, ongoing surface miring operations 1n Northumberland at both Shotton
and Brenkley produced satisfactory performances Shotton achieved coal production of 683,000
tonnes (2012 695,000 tonnes) and Brenkley achieved coal production of 427,000 tonnes (2012

257,000 tonnes)

in addition, mining at Rusha n West Lothian commenced in February 2013 and achieved coal
production of 117,000 tonnes

Shotton surface mine has estimated production reserves remaming of 3 7 million tonnes, which will be
mined over the next four years Brenkley surface mine has estimated production reserves remaining
of 1 5 million tonnes, which will be mined over the next 6 years Rusha surface mine has estimated
production reserves remamng of 0 8 million tonnes which wiil be mined over the next 3 years

In March 2013 the Group obtained planning consent for an additional mine mn Northumberland,
Ferneybeds with estimated coal production reserves of 750,000 tonnes

[BANG | 2
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The Banks Group Limited

Company Number 2267400

Strategic Report {continued)

Renewable Energy

Generation activities from Hazelhead (6MW) and Marr (8MW) Wind Farms were achieved for the full
year Generatron activities from Armistead (12MW) and Pennyhill (20MW) commenced during the
year Armistead has been operational from 27 March 2013 and Pennyhill from 21 June 2013

As at 22 January 2014 the company has a portfotio of wind farm developments at various stages of
development wilh generation capacity as follows

MW
QOperational sites 46
Sites In construction 0
Consented sites 64
Sites seeking planning determination 247
357

The directors regularly review the carrying value of windfarm developments and make provision
where the cost of individual developments are no longer assessed as recoverable During the year
£3 7m of such provisions were made

(MW 1s a measure of the designated electrical power oulput of the Windfarms)

Property

The challenging prevailing market condittons have resulted in there being httle activity across much of
the Group's property development portfolio  The Group has interests in 24 proects (2012 23
projects), involving 5,350 potential residential plots (2012 5,800 residential plots) and 64,000 square
feet (2012 64,000 square feet) of potential office and commercial space

The Group received outhne planning permission for Mount Oswald development site in Durham in
February 2013 Phase 1 of the development has been unconditionally contracted for sale and
included in indebtedness in September 2013, with phased payments due in 2014 and 2015

The directors have carefully considered prevailing market conditions and following a detalled review
of the Group's property development portfolio deemed #t was necessary to make provisions In the
year of £5,000,000 (2012 £1,484,000} against the property development WIP

The valuation for property development sites 1s highly subjective and 1t 15 anticipated that the
development and realisation of certain sites within the existing portfolio will take several years The
directors keep the development appraisal valuations under regular review
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Company Number 2267400

Strategic Report (continued)

Bank Facilities

The Group's bank has a £50m banking facility entered nto in March 2012, spit between an
amortising £18m three year term loan, £27m four year revolving credit facility and £5m overdraft
{renewable annually) The directors believe that these facities are fully adequate for the Group's
needs and allow the business to plan for future growth with confidence In addion wind farm
developments are funded by fong term loans secured on the specific windfarm assets

Principal risks and uncertainties

Market price nsk

The Group I1s exposed to coa), fuel, power and property price sk as a result of its operations

Coal price nsk 1s managed by entenng into contracts with customers of varying tenor at fixed prices,
up to 3 years forward prior to opening a new surface mine to ensure an adequate level of market price
nsk 1 hedged prior to commencing operations In addition the group has entered into coal hedging
arrangements 1o reduce exposure to the varnability of coal prices

Fuel price nsk 1s managed by entering into contracts with supphers at fixed prices for expected usage
over the next 12 months During the year the Group has entered into hedging arrangements which
reduce exposure to the vanabihty of fuel prices

Power price rnisk 1s managed by entenng ito long term power purchase agreements The
agreements allow for power pnices to be fixed up to 36 months forward

The Group i1s exposed to the nisk that the valuation of property developments continues to fall or
doesn't recover due to lack of demand or lack of hquidity in the market

Where possible, the Group seeks to hmit exposure to the property market by bnking sales receipts to
payments for the land it 1s selking However over the last 6 years a substantial amount has been
expended on growing the Group's portfolio of propertly development assets The directors regularly
review the carrying value of the property development portfolio held by the Group The carrying value
of such assets 1s written down where future net realisable value (NRV) 1s assessed as being less than
cost NRV s assessed after considering the expected timing of property disposals and the fact that
the directors anticipate market conditions for such developments will improve in the medium term

Health, safety and environment

Group mining and civil engineering operations are subject to polential health and safety risks and the
possibility of pollution of the environment Actions have been taken during the year to further reduce
the nsk of health and safety incidents occurring and to further increase the slandards of
environmental safety and protection The Board oversees and promotes the importance of health and
safety in the business Health and safety training 1s provided to employees on an ongoing basis 1o
ensure awareness of safety 1ssues across the Group

Planning approval nisk

The UK planning regime affects all aspects of our business and any major changes could affect the
business either positively or negatively Where individual property or windfarm sites are assessed as
no longer being likely to achieve planning consent, the costs associated with those sites are written
off

[BANGS | 4
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Strategic Report {continued)

Principal nsks and uncertainties (continued)

Mining production risk

Inherent to the nature of our business 15 the geology of the ground in which we are mining Whtlst
bore holes are drilled and modern survey techniques offer better information, the extent of geological
fauling or other conditions Iin the coal seam are not tolally predictable

Weather risk
Mining operalions can be significantly affected by exireme weather conditions

Windfarms are exposed to the level of prevailing wind al each site, which impacts the amount of
power generated

On behalf of the Board

ompany Secretary

27 January 2014
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Report of the Directors

Principal Activity

The principal activity of the Group during the year was opencast coal mining, operation of wind farms
and the development of interests in land for property development and wind farms

Dividends

The directors have declared and paid the following dividends during the year ended 30 September
2013

£'000
Equity dividends on Ordinary shares of £1 each
Final for 2012 1,102
tntenm for 2013 1,102
2,204

Directors
The directors of the company during the year were

H J Banks

R Dunkley

S R Tonks (resigned 28 May 2013)

G Styles

S R Klen {appointed 1 October 2013)

C J Gill (appointed 6 April 2013), Non-executive director

D J Martin 1s an alternate director
Financial nsk management

Credit nsk

The Group has implemented policies that require appropriate credit checks on potential customers
before sales are made or long term agreements are entered into Where debt finance 1s utilised, this i1s
subject to pre-approval by the Board of directors and such approval 1s imited to financial institutions
with a AA raling or better

Liquidity risk

The Group relies in part on bank loan finance to fund its operations The Group actively maintains a
mixture of long-term and short-term debt finance that 1s designed to ensure the Group has sufficient
available funds for operations and planned expansions

The Group bank loan faciities fall into two categonies, bank funding secured on group assets (“group
secured bank loan”) and nng fenced bank funding secured on the individual wind farm assets to which
they relate without recourse to the wider group (“wind farm secured bank loans™)

[ BANGS | 6
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The Banks Group Limited

Company Number 2267400

Report of the Directors (continued)

Financial risk management (continued)

Interest rate cash flow nsk

The Group has interest bearing habiliies and has entered into interest rate hedging agreements with
its bankers The Group has a policy of mamntaiming a significant proportion of long term debt at a fixed
rate to ensure cerainty of future interest cash flows

Other principal nsks and uncertainties are explained in the strategic report on pages 4 and 5
Future developments

The Group will continue to develop its portfolio of coal, property and wind farm assets and thereby
create sustainable profits in fulure years

Employees

The Group's cntenia for the selection, development and promotion of staff are based on each person's
ability and suitability regardless of sex, race, religion, age or disabiity Where existing employees
become disabled, it 1s the Group's policy to provide continuing employment wherever practical in the
same or an alternative position or to provide training to achieve this am The Group has continued to
keep its employees informed on matters affecting them by newsletters, departmental meetings and
other means The Group employs a full ime officer to protect the health, safety and welfare of its
employees

Disclosure of information to the auditor

So far as each person who was a direclor at the date of approving this report is aware, there 1s no
relevant audit information, being information needed by the auditor in connection with preparing its
report, of which the auditor 1s unaware Having made enquines of fellow direclors and the Group's
auditor, each director has taken all the steps that he i1s obliged to take as a director in order to make
himself aware of any relevant audit information and to estabhsh that the auditor 1s aware of that
information

Auditor

Ernst & Young LLP were auditors of the Group dunng the year and have expressed ther willingness
to continue In office

On behalf of the Board

ompany Secretary 27 January 2014

(BANGS | 7
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Statement of Directors’ Responsibilities

The directors are responsible for preparnng the Strategic Report, the Directors’ Report and the
financial statements in accordance with applicable law and regulations

Company law requires the directors to prepare financial slatements for each financial period Under
that law the directors have elected to prepare the financia! statements 1n accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law) The financial statements are required by law to give a true and farr view of the state of
affars of the company and the Group and of the profit or loss of the Group for that penod In
preparing those financial statements, the directors are required to

a) select suitable accounting policies and then apply them consistently,

b) make judgements and estimales that are reasonable and prudent,

c) state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

d) prepare the financial statements on the going concern basis unless inappropriate to presume
that the company will continue In business

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




Independent auditor’s report to the members of The Banks Group Limited

We have audied the company's financial statements for the year ended 30 September 2013 whuch compnse the Consolidated
Profit and Loss Account, the Consolidated Balance Sheet, the Company Balance Sheet, the Consolidated Cash Flow
Statement, the Reconcibation of Group Operating Profit to Nel Cash Flow from Operating Activites the Reconcilhation of Cash
Flow to Movement in Net Debt and the related notes 1to 32 The financial reporting framework that has been applied in therr
preparation 1s applcable law and United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting
Practice)

This report 15 made solely to the company s members as a body, in accordance with Chapter 3 of Pant 16 of the Companmies Act
2006 Owr audit work has been undertaken so that we might state to the company s members those matters we are required to
state to them in an auditor’s report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’'s members as a body for our audt work, for this report, or for
the opimions we have formed

Respective responsibilities of director and auditor

As explaned more fully in the Directors’ Responsibilities Statemment set out on page 8, the dlrectors are respansible for the
preparation of the finantal statements and for being sausfied that they give 8 true and fair iew Our respensibility 1s to audit
and express an opinion on the finanaal statements in accordance with apphcable law and Intermational Standards on Auditing
(UK and trefand) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obiaining evidence about the amounis and disclosures in the financiat statements sufficient to give reasonable
assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to the company's circumslances and have been consistently
apphed and adequalely disclosed the reasconableness of significant accounbng estimates made by the directors, and the overall
presentaton of the financial statements {n addition, we read all the financial and nen-financial informanon m the Report and
Financial Statements to identfy matenial inconsistencies with the audited financia! statements If we become aware of any
appareni matenal misstatements or tnconsistencies we consider the imphications for our report

Opmnion

In our opinion the finantal statements
s give a true and fair iew of the state of the Group's and of the parent company's affairs as at 30 September 2013 and
of the profit of the Group for the year then ended,
»  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Praclice, and,
*  have been prepared in accordance with the requirements of the Companies A¢t 2006

Opinion on other matter prescribed by the Companies Act 2008

In our opinion the information given in the Strategic Report and the Dwectors' Report for the financial year for which the financial
statements are prepared i1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the follomng matters where the Companies Act 2006 requires us to report to you if, in
our optnion
+ adequate accounting records have not been kept, or retums adequate for cur audit have not been received from
branches not visited by us or
. the parent company financial statements are not in agreement with the accounting records and retums, or
«  certain disclosures of directors' remuneration specified by law are not made, or
+« we have not received all the information and explanattons we require for our audit

gw\‘ \

Mark Hatton (Senior slaiutory auditor)
Emst & Young LLP, Statutory Auditor
Newcastle upon Tyne 27 January 2014
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The Banks Group Limited

Company Number 2267400

Consolidated profit and loss account for the year ended 30 September 2013

2013 2012

Notes £'000 £000

Turnover 3 97,372 68,870
Cost of Sales - non-exceptional {64,696) (48,358}
Cost of Sales - exceptiona! 4 (8.682) {1,737)
Cost of Sales {73,378) (50,095)
Gross profit 23,994 18,775
Administrative expenses (12,693) {12,219)
Group operating profit 11,301 6,556
Interest receivable and similar income Kit) 40
Finance cosls {4,379) (3,152)
Profit on ordinary activities before taxation 6,961 3,444
Tax charge on profit on ordinary activities 9 (2,084) {753)

Profit for the financial year 24 4,877 2,691

The Group had no recognised gains or losses in the year other than those Included in the profit and

loss account set out above

All operations are continuing

The notes form part of these financial statements
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Company Number 2267400

Consolidated balance sheet as at 30 September 2013

2013 2012
Notes £'000 £'000
Fixed assets
Tangible fixed assets 12 113,877 88,755
investments and joint ventures 13 (9) 14
113,868 88,769
Current assets
Stocks 14 38,176 40,104
Debtors 15 28,421 12,071
Cash at bank and in hand 11,362 4,315
77,959 56,490
Creditors _amounts falling due within one year
Wind farm secured loans (689) (471)
Other creditors falling due within 1 year {33,703} (24,315
17 (34,392) (24,786)
Net current assets 43,567 31,704
Total assets less current liabilities 157,435 120,473
Creditors amounts falling due after one year
Wind farm secured loans (52,617) (22,600)
Qther creditors falling due after one year (19,108) (23,339
18 {71,725) {45,939)
Provisions for liabilities 22 (51,219) (42,716)
Net assets 34,491 31,818
Capital and reserves
Called up share capital 23 2,205 2,205
Capital reserve 24 352 352
Capital redemption reserve 24 900 900
Profit and loss account 24 31,308 28,725
Total shareholders’ funds 25 34,855 32,182
Minority interests (364) (364)
Capital employed 34,491 31,818

The financial statements were approved and authonsed for 1ssue by the Board of Directors on 27

@ary 2014 and were signed on its behalf by

R Dunkley
Cirector

11
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Company Number 2267400

Company balance Sheet as at 30 September 2013

2013 2012
Notes £'000 £'000
Fixed assets
Tangible fixed assets 12 424 486
Investments 13 3,984 3,984
4,408 4,470
Currgnt assets
Debtors 15 48,894 117,434
Cash at bank and in hand 5,284 2,033
54,178 19,467
Creditors
Amounts faling due within one year 17 (29,060) (87,989)
Net current assets 25,118 31,478
Total assets less current liabilities 29,526 35,948
Creditors: amounts falling due after one year 18 {15,968) (19,926)
Net assets 13,558 16,022
Capital and reserves
Called up share capiial 23 2,205 2,205
Capntal redemption reserve 24 900 900
Profit and loss account 24 10,453 12,917
Equity shareholders’ funds 25 13,558 16,022

The financial statements were approved and authorised for 1ssue by the Board of Direclors on 27

January 2014 and were sighed on its behalf by

&

R J Dunkley
Director

12
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Company Number 2267400

Consolidated cash flow statement for the year ended 30 September 2013

2013 2012

£'000 £'000

Cash inflow from operating activities 12,130 14,781
Iinterest received 39 40
Interest pard {2,892) (1,684)
Interest element of finance lease payments {(105) {56)
Returns on investments and servicing of finance {2,958) (1,700)
Taxation (480) {300)
Furchase of tangible fixed assets (32,171} {25,319)
Disposal of tangible fixed asseis 142 120
Capital expenditure and financial investment (32,029) (25,199)
Equity dividends paid {834) (467)
Cash flow before financing (24,171) {12,885)
Capital element of finance lease payments (1,653) (1.414)
New long term loans 35,663 44,827
Repayment of tong term loans {2,793} (13,664)
Financing 31,217 29,749
Increase in cash 7,046 16,864

Reconciliation of Group operating profit to net cash fiow from operating activities

2013 2012

£'000 £'000

Group operating profit 11,301 6,556
Depreciation 16,631 11,326
Loss/(profit) on disposal of fixed assets 221 (71)
Decrease in stocks net of transfer to fixed assets 1,928 181
(Increase)/Decrease in debtors (18,467) 423
Increase/(Decrease) in creditors N7 (2,656)
Movement in provisions (401} _(978)
12,130 14,781

Cash inflow from operating activities

(BANGS | 13
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The Banks Group Limited

Company Number 2267400

Reconciliation of cash flow to movement in net debt

2013 2012

Noles £000 £'000

Increase m cash 26 7,046 16,864

. Repayment of long term {oans 2,793 13,664
Repayment of capital element of finance leases 1,653 1,414
Cash inflow from long term loans and finance leasing {37,817} {49,121)
Change in net debt resulting from cashflows {26,325) {(17179)
Non-cash movements 26 (266) (168)
| Movement in net debt (26,591) {17,347}
Net debt at beqinning of period {46,906) (29,559)

Net debt at end of period 26 {73,497) (46,906)

[BANG |
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Company Number 2267400

Notes to the financial statements for the year ended 30 September 2013

a)

b)

Accounting policies

Basis of accounting

The financial statements have been prepared under the tustorical cost convention and 1n
accordance with applicable accounting standards in the United Kingdom

Basis of consolidation

The Group financial statements include the accounts of the company and its subsidianes
for the year

Exemption from audit

The directors have taken advantage of the exemption from the requirement to have the
financial statements for the year ended 30 September 2013, for certain of its subsidiartes
listed below o be audited They confirm that for the year ended 30 September 2013 the
subsidiaries were entitled to the exemplion relating to audit of the accounts under section
479A of The Companies Act 2006

Subsidianies exempt from audit under section 479A

Company No
Banks Renewables (Bank Field) Wind Farm Limited 07669717
Banks Renewables (Bandtrran Wind Farm) Limited 08231487
Banks Renewables (Birneyknowe Wind Farm) Limited 06903043
Banks Renewables (Crofthill Wind Farm) Limited 07393156
Banks Renewables {(Cruach An Lochamn Wind Farm) Limited 08231520
Banks Renewables (Doles Wood Wind Farm) Limited 08239084
Banks Renewables (Green Lane Wind Farm) Limited 07884885
Banks renewables (High Cumnock Wind Farm) Limited 07767076
Banks Renewables (Hook Moor Wind Farm) Limited 06111462
Banks Renewables {Hunt Law Wind Farm) Limited 08053179
Banks Renewables {Killington Wind Farm) Limited 07547476
Banks renewables {Knockendunick Wind farm) Limited 07767049
Banks Renewables (Knoweside Windfarm) Limited 05932153
Banks Renewables {(Kype Muir Wind Farm) Limited 06917667
Banks Renewables (Lamb's Hill Wind Farm} Limited 06798765
Banks Renewables (Lethans East Wind Farm) Limited 08332209
Banks Renewables (Lethans Wind Farm) Limited 08217768
Banks Renewables (Long Hill Wind Farm) Limied 06992601
Banks Renewables (Losk Lane Wind Farm) Limited 06536685
Banks Renewables (Manor Farm Wind Farm) Limited 07441382
Banks Renewables (Middle Muir Wind Farm) Limited 07376956
Banks Renewables (Moor House Wind Farm) Limited 06969180
Banks Renewables (Moor Wood Wind Farm) Limited 07455293
Banks Renewables (Sauchanwood Hill Wind Farm) Limited 08464595
Banks Renewables (South Dale Wind Farm) Limited 07408144
Banks Renewables (Weddicar Rigg Wind Farm) Limited 06388891

15
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Company Number 2267400

Notes to the financial statements for the year ended 30 September 2013 (continued)

c)

d)

e)

f)

Accounting policies {continued}

Exemption from audit (continued)

Banks Renewables {Thornton Moor Wind Farm) Limited 07749703
Banks Renewables (Whiteley Lees Wind Farm) Limited 08239284
Banks Renewables (Windy Bank Wind Farm}) Limited 06993031

Joint ventures and associates

The appropnate share of the resulls and reserves of associated undertakings and joint
ventures are included on the gross equity basis of accounting

Jurnover

The sale of coal and minerals 15 recogrnised when coal 15 delivered to the contracted
delivery point  Sale of electnicity 1s recogmised when electricity 1s transferred into the
distnibution network Turnover 1s recognised on property developments when they are
subject to unconditional contracts for sale Rental income from waste management
assets and other income 1s recognised on a straight-line basis over the perod of the
contract Turnover from haulage and plant hire 1s recogmised as the services are
provided

Revenue 1s measured at the farr value of the consideration received or recewvable
excluding VAT

Tangible fixed assets

Mine exploration and development costs are capitalised as mining assets They are
subsequently impaired if circumstances indicate that the site 1s not commercially viable
and will not therefore be worked

Mine excavahion costs incurred prior to coaling and the eshmated costs of restoration are
capitahsed as mining assets at the commencement of operations and a separate
provision for the outstanding restoration obligations 1s established

From commencement of coal production, mining assets are amortised over the estimated
production tonnage of each site

Depreciation of other tangible fixed assets 1s prowided on a straight line basis at rates to
write off the cost of assets over their estimated useful lives, which are

Freehold buildings 10 to 50 years
Leasehold property Pericd of the lease
Plant and machinery 3 to 20 years
Fixtures, fittings, tools and equipment 3to 4 years

Assets In the course of development compnse oplions for leases and directly associated
land related costs for wind farm development sites, and the costs of constructing wind
turbines and associated infrastructure No depreciation 1s charged on such sites until the
wind farm 1s commissioned

16
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Company Number 2267400

Notes to the financial statements for the year ended 30 September 2013 (continued)

1 Accounting policies (continued)

g)

h)

Stocks and work tn progress

Fuel, spare parts and coal are valued at the lower of cost or net realisable value after
making due allowance for obsclete and slow moving items Coal 15 recognised as slock
when ifted from the ground and stock piled on site The cost of coal slock 1s the average
production cost and compnses drrect materals, plant costs, labour and relevant
overheads Net realisable value 1s based on estimated seling price less any disposal
costs

Work in progress represents property and wind farm developments and s valued at the
lower of cost or estimated net realisable value Cost includes all direct third party
expendiure and development cost in pursuing planning consent Net realisable value Is
based on the directors’ assessment of the net present value of estimated future selling
price less any further costs expected to be incurred to completion and disposal

Site restoration

An obhigation to incur restoration coslts arnises when environmental disturbance occurs on
the commencement of sité operations at a surface mine The estimated present value of
the cost of restoring each site at the end of production 1s prowided as the obligation anses
and capitalised as mining assets The key assumptions used in calculating restoration
provisions are volume of overburden and sotl replacement and the associated plant, fuel,
labour and overhead cost These costs are charged over the estimated production
tonnage of each site through the depreciation of the asset as an operating cost and the
unwinding of the discount on the provision as a finance cost Changes in the estimated
cost or iming of the restoration are added to or deducted from the related asset and
provision in the period in which they anse or are reassessed

Deferred tax

Deferred tax 1s recognised in respect of all matenal timing differences that have
onginated but not reversed at the balance sheet date where transactions or events have
occurred at that date that will result in an obligation to pay more or a right to pay less tax
Deferred taxation assels are recognised only to the extent that the directors consider that
# 15 more hkely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted Deferred taxation is
measured on an undiscounted basis at the tax rates that are expected to apply in the
penods in which timing differences reverse, based on iax rales and laws enacted or
substantially enacted at the balance sheet date

17
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Notes to the financial statements for the year ended 30 September 2013 (continued)

1 Accounting policies {continued)

[}

k)

m)

Leas|ng contracts

Assets acquired under finance leases and hire purchase agreements, which are those
where substantally all the nsks and rewards of ownership have passed to the Group, are
capitalsed and depreciated over ther expected useful ives Finance charges are
allocated over the pnmary period of the lease

Rentals payable under operating leases are charged to the profit and loss account on a
straight hine basis over the lease term Contingent rentals are recognised in the period
when they accrue

Pension fund

The assets of the defined contribution pension schemes are held separately from those of

the Group n independently administered funds Pension contnbutions are charged to the
profit and loss accouni In the period to which they relate

Banks Group Employee Benefit Trust

The assets, habilities, income and costs of the trust are incorporated inte the financial
statements of the company and of the Group in the years to which they relate

Share based incentives

In accordance with FRS20 the far value of the share optrons granted to employees I1s
determmned at the date of grant and 1s charged to profit and loss account on a straight line
basis over the vesting pernod on the Group's estimate of shares that will eventually vest
In the case of options granted fair value 1s measured by a binomial pricing model
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Notes to the financial statements for the year ended 30 September 2013 (continued)

2 Staff Costs

Employee costs

2013 2012
£'000 £'000
Wages and salaries 15,669 13,717
Social security costs 1,513 1,340
Pension costs 334 333
17,516 15,390

The average number of employees duning the pertod was as follows
Number Number
Office and management 158 161
Production 251 229
409 390

Directors’ emoluments were as follows

2013 2012
E'000 £'000
Directors’ emoluments 651 752
Pension contributions to money purchase schemes 41 45
692 797
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Staff Costs (continued)

The number of directors to whom retrement benefils were accruing was as follows

2013 2012
Number of directors accruing retirement benefits under money
purchase schemes 3 4
Information regarding the highest paid director was as follows
£'000 £000
Director's emoluments 200 192
Pension contributtons to money purchase schemes 19 -
219 192
Turnover
An analysis of turnover by class of business 1s given below
2013 2012
£'000 £'000
Coal 78,044 63,253
Electricity generation 6,359 3,101
Land and properly development 11,662 1,128
Waste site rental Income 811 816
Other including hautage and plant hire 496 572
97,372 68,870

Turnover consists entirely of sales made in the United Kingdom
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4 Exceptional items

2013 2012
£000 £'000
Prowvisions against property development land work in progress 5,000 1,511
Write down of Wind Farm asset development costs 3,682 226
8,682 1,737

In exceptional cases, provision 1s made to wnite down the cost of individual property developments
and windfarm developments to the directors’ assessment of therr net realisable value

5 Operating profit

Operating profit 1s arrived at after charging/(crediting)

2013 2012
£000 £000
Depreciation of owned fixed assets 6,190 4,437
Depreciation of fixed assets under finance leases 932 376
Depreciation of mining assels 9,508 6,513
Loss/(profit) on disposal of fixed assets 221 (71)
Operating lease rental for plant and equipment 5,187 2,601
Operating lease rental for land and buildings 4,898 3,085
Operating lease income {937) (735)
6 Auditor's remuneration
2013 2012
£'000 £'000
Audn of the financial statements — company and consolidation 12 20
Audit of the financial statements ~ subsidiartes 72 67
Other fees to auditors — advisory services 23 -
Other fees to auditors - taxation compliance services 45 20
Other fees 1o audiors - taxation advisory services 11 -
140 107
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7 Interest receivable and similar income

2013 2012
£'000 £000
Bank interest 10 25
Other interest 29 15
39 40

8 Finance costs
203 2012
£'000 £'000
Bank interest 2,966 1,736
Other interest 75 209
Hire purchase interest 106 56
Amortisation of debt i1ssue costs 100 168
Unwinding of discount on provisions 1,133 983
4,379 3,152
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Notes to the financial statements for the year ended 30 September 2013 (continued)

9 Taxation
Analysis of the tax charge

(a) The tax on the profit on ordinary activiies for the year was as follows

2013 2012
£'000 £'000
UK corporation tax at 23 5% (2013 25%) 1,452 324
Adjustments in respect of previous periods (22) 362
Current taxation (note 9(b)) 1,430 686
Deferred taxation
Ornigination and reversal of iming differences (note 16) 654 67
2,084 753

{b) Factors affecting the tax charge

The current tax assessed for the year 1s lower than the standard rate of corporation tax in the UK

of 23 5% (2012 25%) The difference 15 explained below

2013 2012

£'000 £'000
Profit on ordinary activiies before taxation 6,861 3,444
Profit on ordinary activities at 23 5% (2012 25%) 1,636 861
Tax losses (utiised)/carrnied forward 917 -
Income not subject to corporation tax (34) (43}
Expenses not deductible for tax purposes 395 g5
Accelerated capital allowances (1,359) (437)
Other short term timing differences (87) (135)
Adjustments to tax charge/{credit) in respect of prior periods {38) 345
Current taxation {note 9(a)) 1,430 686
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9 Taxation {continued)

10

11

The UK government has announced its intention to reduce the UK corporation tax rate to 21% by
1 Apnl 2014 and to 20% by 1 Aprnl 2015 The reduction from 24% to 23% was substantively
enacted on 3 July 2012 and came into effect on 1 April 2013 A hybnd rate of 23 5% therefore
applies to current lax habihhes ansing during the period

Further reductions n the rate of corporation tax from 23% to 21% and from 21% to 20% were
substantively enacted on 2 July 2013 and will be effective from 1 Apnl 2014 and 1 Apnl 2015
respectively As these changes were nol effective at the balance sheet date, the changes have no
impact on current tax habilities

The substantively enacted rate of 20% has however appled to deferred tax assets and habilities
arising at the balance sheet date

Profit of parent company

As permitted by Section 408 of the Compames Act 2006, the profit and loss account of the parent
company 1s not presented as part of these financial statements The parent company's loss for
the financial year was £260,000 (2012 profit £31,000)

Dividends

The following dividends were paid durnng the year

2013 2012
£'000 £'000

Equity dividends on A ordinary shares
Interim for 2013 1,102 -
Final for 2012 1,102 -
Intenim for 2012 - 1,102
2,204 1,102
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Notes to the financial statements for the year ended 30 September 2013 {continued)

12 Tangible Fixed Assets

Group
Short Fixtures Assets In
Freehold leasehold Mining Wmd Farm  Piant and and course of
Property property assets® assets” Machinery Fitings development Total
£000 £'000 £'000 £'000 £000 £000 £000 £'000
Cost
01 October 2012 2,891 381 54,260 167 70,089 2,142 13,219 143,149
Addtions 5 - 10,126 499 3,080 263 28,133 42 116
Disposals - - (128) - {1.492) {192) (145) (1,957}
Transfers - - - - 37,115 - {37,115) -
30 September 2013 2,896 381 64,258 666 108,802 2,213 4,092 183,308
Depreciation
01 October 2012 590 323 21,640 6 30,074 1616 145 54,394
Charge for penod 105 - 9,509 17 5,870 33 817 16,631
Disposals - - (14} - {1,245) (190} {145) {1,594)
30 September 2013 695 323 31,135 23 34,699 1,739 817 69,431
Net book value
30 September 2013 2,201 58 33,123 643 74,103 474 3,275 113,877
30 September 2012 2,301 58 32,620 161 40,015 526 13,074 88,755
The net book value of tangible fixed assets held under finance leases are as follows
2013 2012
£'000 £000
Plant and equipment 5,727 4,496
The net book value of wind farm tangible fixed assets (such as turbines) held in Plant and Machinery
2013 2012
£'000 £'000
54,300 18,967

* Mining assets include development costs, precoaling costs and restoration costs Wind farm assets

include restoration costs

(NS
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12 Tangible fixed assets (continued)

Company
Fixtures
and fittings
£'000
Cost
01 October 2012 1,644
Additions 235
Disposal {190)
30 September 2013 1,689
Depreciation
01 October 2012 1,158
Charge for period 297
Disposals (190)
30 September 2013 1,265
Net book value
30 September 2013 424
30 September 2012 486
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: 13 Fixed asset investments

Group
Other
Joint ventures  fixed assets Total
£'000 £000 £'000
Cost
01 QOctober 2012 (73) 87 14
Additions - 10 10
Disposals/writedown (28) (5) {33}
30 September 2013 {101) 92 (9)
2013 2012
£'000 £000
Investments in joint ventures
share of gross assets 2444 2,424
‘ Investments 1n joint ventures
‘ share of gross liabiliies (2,545) {2,497)
Investments in joint ventures (101) (73)
Other investments 92 87
(9) 14
Company
2013 2012
£'000 £'000
Shares in Group undertakings stated at cost 3,984 3,984
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13 Fixed asset investments (continued)
Company
Principal subsidiary and joint venture companies, ther principal activiies and country of
incorporation at 30 September 2013 were as follows All subsidiaries are included in this
consolidation

Company Principal activity Country

100% owned by the company

H J Banks and Company Limited Surface mining England
Banks Developments Limited Holding company England
Banks Renewables Limited Renewable Energy England
H J Banks (Construction) Limited Cwil Engineering England

100% owned by H J Banks and Company Limited

Banks Brothers Transport Limited Road haulage England
H J Banks {Mming} Lirmted Dormant England
HJ Banks (Shotton) Limited Dormant England
Crossco (281) Limited Site leasing England

100% owned by Banks Renewables Limied

Banks Renewables (Armistead Wind Farm) Limited Operational Wind Farm England

Banks Renewables {(Hazlehead Wind Farm) Limited  Operational Wind Farm England

Banks Renewables {Marr Wind Farm) Limited Operational Wind Farm England

Banks Renewables (Penny Hill Wind Farm) Limited Operational Wind Farm England
100% owned by Banks Developments Limited

Banks Property Limited Property development England
Banks Property Development Limited Property development Scotland

50% subsidiary owned by Banks Properly Limited (Controlling vote held)
Banks Mount Oswald Limited Dormant England
50% joint venture owned by Banks Property Limited

Bates Regeneration Limited Praperty development Engtand

In addstion Banks Renewables Limited has 36 subsidianies, all have the principal activity of wind farm
development, incorporated in England

(BaNG | 28
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14 Stocks
Group

2013 2012

£'000 £'000

Fuel and spare parts 914 1.161
Work In progress 32,585 36,493

Coal 4,677 2,450
38,176 40,104

Work in progress compnses costs or written down values associated with the acquisition and
development of land for residential or commercial purposes or the development of potental
windfarm sites The land held for residential use or commercial property i1s expected 1o be sold at
vanous stages over the next 10 years as market conditions improve Where the land 1s expected
to be developed for windfarms or other renewable energy purposes it 1s expected to be developed
at various points over the next 10 years and may be ultimately scld to third parties or retained
within the Group once the windfarm ts developed and operational

15 Debtors
Group Group Company Company
2013 2012 2013 2012
£000 £'000 £'000 £'000
Trade debtors 12,451 7,360 - -
Amounis owed by Group
underiakings - - 47,425 116,437
Deferred tax asset (note 16) 879 1,519 147 160
Corporation tax - 134 - -
Other debtors o1 811 098 302
Amounts recoverable on contracts 11,500 - -
Prepaymenis and accrued tncome 3,500 2,247 624 535
28,421 12,071 48,894 117,434

(BaNGs) 20
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16 Deferrad tax asset

Group Group Company Company
2013 2012 2013 2012
£000 £000 £'000 £000
Depreciation In excess of capital
allowances {1,063) 601 73 76
Trading loss 1,660 509 - -
Short term timing differences 282 409 74 84
879 1,519 147 160
Movement in deferred tax asset
Group
£000
At 01 October 2012 1,519
Charge to the profit and loss account (note 9a) (654)
Effect of change in tax rates on opening hability 14
At 30 September 2013 (note 15) 879

The Group has an unprovided deferred tax asset in respect of tax losses carned forward of
£309,000 {2012 £247,000) in the property development companies This has not been carnied as
an asset on the basis the directors believe there is insuficient evidence over timing of recovery
The assets will only be recovered following an upturn in the property market
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17 Creditors. amounts falling due within one year

Group Group Company Company
2013 2012 2013 2012
£'000 £'000 £000 £'000

Group secured bank loans and
overdraft 11,250 4,392 11,250 4,392
Wind farm secured bank loans 689 471 - -
Obligations under finance leases 1,768 1,332 - -
Trade creditors 7,024 7,497 434 326
Corporation tax 828 - - -
Amounts owed 1o Group undertakings - - 12,603 79121
Other taxes and social securnity costs 2,409 1,938 15 -
Other creditors 3.819 3,551 3,331 3,173
Accruals and deferred income 6,605 5,605 1,427 977
34,392 24,786 28,060 87,989

18 Creditors amounts faliing due after more than one year

Group Group Company Company

2013 2012 2013 2012

£'000 £'000 £'000 £000

Group secured bank loans 15,969 19,926 15,968 19,926
Wind farm secured bank loans 52,617 22,600 - -
Obligations under finance leases 2,565 2,500 - -
Accruals and deferred income 574 913 - -
71,725 45,939 15,968 19,926

Wind farm secured loans relate lo financing on operational windfarms at Hazelhead, Marr,
Pennyhill and Armistead secured on assets of the individual wind farms These loans are
repayable in variable instalments over 15 years Interest rates on these loans are charged at
between 2 4% and 3 1% above LIBOR
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19 Loans

An analysis of the maturity of loans i1s given below

Group Group Company Company
2013 2012 2013 2012
£000 £'000 £'000 £'000
Group secured bank loans
Repayable in one year or less 11,250 4,392 11,250 4,392
Repayable between two and five years 15,969 19,926 15,968 19,926
27,219 24,318 27,219 24,318
Wind Farm secured loans
Repayable in one year or less 689 471 - -
Repayable between two and five years 9,026 4,057 - -
Repayable after 5 years 42,69 18,543 - -
53,306 23,071 - -
Total
Repayable in one year or less 11,939 4,863 11,250 4,392
Repayable between two and five years 25,895 23,983 15,969 19,926
Repayable after 5 years 42,691 18,543 - -
80,525 47,389 27,219 24,318
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20 Obligations under hire purchase contracts and leases

Obligations under finance teases contracts are repayable as follows

Group Group
2013 2012
£'000 £'000
Within one year 1,875 1,386
In two to five years 2,723 2,693
4,598 4,079
Less finance charges included above (265) (247)
4,333 3,832
The following annual operating lease payments are committed to be paid
Plant & Machinery Land & Buildings
2013 2012 2013 2012
£'000 £000 £000 £'000
Expiring between two and five years 4,341 4,303 825 811
Expiring in more than 5 years - - 34 -
4,341 4,303 859 811
21 Secured debts
The following secured debts are included within creditors
Group Group Company Company
2013 2012 2013 2012
£'000 £'000 £'000 £'000
Bank secured loans and overdrafts 27,500 24,750 27,500 24,750
Wind farm secured bank loans 54,733 24,531 - -
Obligations wunder finance leases 4,333 3,832 - -
86,566 53,113 27,500 24,750
Debt issue costs {1,708) (1.892) (281) (432)
84,858 51,221 27,219 24,318

The Group bank loans and overdraft facility are secured by fixed and floating charges over all
assets of the Group

Hire purchase creditors are secured on the assets concerned
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22 Provisions for habilities

Group
Wind farm site . Mining site

restoration  restoration Total

£'000D £'000 £'000

01 October 2012 167 42,549 42,716

Provided 498 7,273 7,774

| Unwinding of discount - 1,133 1,133
Utdised - (401) {401)

30 September 2013 665 50,554 51,219

Provisions are made for the total costs of the overburden and top soil replacement and aftercare
of surface mines Costs become payable after coal mining has been completed The restoration
provisions needed are reassessed annually based on the latest estimates of volumes, costs and
ttming of the restoration of the Shotton, Brenkley and Rusha sites

Restoration 1s expected to commence at Shotton 1n 2016/17, at Brenkley in 2018/19 and at Rusha
n 2016 Aftercare expenditure can extend after soil replacement for a period of up to 6 years

Provision 1S made for the cost of decommissioming and restonng windfarm sites which are
expected to occur after 20 years

23 Called up share capital
Group and company
Allotted, Allotted,

issued and  1ssued and
fully paid fully paid

| 2013 2012
£'000 £000

Ordinary shares of £1 each 2,205 2,205

Number Number

Ordinary shares of £1 each 2,204,832 2,204,832
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23 Called up share capital (continued)

Unapproved share option scheme

2013 2012
Number Number
At 01 October 2012 - 39,058
Expired - {39,058)
At 30 September - -
24 Reserves
Group
Capital Profu
Capital redemption and loss
reserve resefrve account
£'000 £'000 £000
01 Oclober 2012 352 900 28,725
Profit for the financial year - - 4,877
Dividends - - _(2,204)
At 30 September 2013 352 900 31,398
Company
Capital Profit
redemption and loss
reserve account
£000 £000
01 October 2012 900 12,917
Loss for the financial period - (260)
Dividends - {2,204)
At 30 September 2013 900 10,453
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25 Equity Shareholders' funds

Group Group Company Company
2013 2012 2013 2012
£000 £'000 £'000 £'000
Profit/(loss) for the financial penod 4877 2,691 (260) 31
Dividends {2,204) {1,102) {2,204) {1,102)
Net change in shareholders’ funds 2,673 1,589 (2,464) (1,071)
Shareholders’ funds at 01 October 32,182 30,593 16,022 17,093
Shareholders’ funds at 30 September 34,855 32,182 13,558 16,022
26 Analysis of changes in net debt
Group
At 30
At 1 October Non-cash  September
2012 Cashflow  movement 2013
£000 £'000 £'000 £000
Cash in hand 4,315 7,046 - 11,361
Bank loans and overdraft
Due within one year {4,863) 2,723 (9,799) {11,939)
Due after one year (42,526) {35,593} 9,533 (68,586)
Finance leases {3.832) {501) - (4,333)
(46,906) {26,325) {266) (73,497)
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27

28

29

Pension commitments

Group companies contribute to money purchase schemes The assets of the schemes are held
separately from those of the Group in independently administered funds Pension contributions
payable to the funds for the year amounts to £333,000 (2012 £148,000) Outstanding
contributions at the year end were £1,091,000 (2012 £1,459,000)

Contingent liabilities

Group

There 15 a contingent iability in respect of counter indemnities to Insurance Companmies for bonds
granted to guarantee outstanding site costs of coal and major property developments amounting
to £8,622,000 (2012 £7,334,000) The statutory accounts include a full proviston for all site
restoration obligations

For VAT purposes a Group registration scheme 1s tn operation bUnder these arrangements there
Is a joint and several hability among the companies in the Group for amounts owed o H M
Revenue and Customs

Derivatives
The Group has the following denvatives -

- Interest rate swaps to manage interest rate nsk volatility

- Forward foreign currency hedge contracts 10 hedge currency exposure on firm future
commitments

- Forward fuel price hedge contracts 10 hedge price exposure on expected future
commitments

- Coat price hedge contracts to manage coal price nsk volatility

The fair values of the dernvatives held at the balance sheet date, determined by reference to their
market values, are as follows -

2013

£000
Interest rate swaps - Group (463)
Interest rate swaps - windfarms (3,637}
Fuel price hedge contracts {1,006)
Coal price hedge contracts 763
(4,343)
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30 Capital commitments

Group Group Company Company

2013 2012 2013 2012

£'000 £'000 £'000 £000

Contracted but not provided for 688 25,351 - -

31 Related party disclosures
Directors and related parties

Current account balances due to directors and related parties by the Group and company

2013 2012
£'000 £'000
H J Banks 1,741 1,662
J P Banks 416 37
Mrs J A Banks 1,173 1,139

Interest paid to directors and related parties on loan accounts by the Group and company

2013 2012
£'000 £'000
H J Banks M 63
J P Banks 8 14
Mrs J A Banks 26 43

Loan accaunt balances earn interest al a rate eguivalent to that paid by the company on its
overdraft

Amounts owed to the Group by non-wholly owned subsidiaries and joint ventures

2013 2012

Entity Site £'000 £'000
Amounts due from joint ventures

Bates Regeneration Limited Thoroton & Croft 1,108 1,080

Amounts due from Group undertakings
Banks Mount Oswald Limited Mount Oswald 367 367
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31 Reiated party disclosures {continued)

The company 1s exempt under the terms of Financial Reporting Standard 8 from disclosing related
party transachons with its subsidianes where the Group controls 100% of the share capital
32 Ultimate controiling party

Mr H J Banks 1s the controlhing party by virtue of his controliing interest in the equity share capttal 1
of The Banks Group Limited




