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A & J Mucklow Group develops and invests in high
quality industrial and commercial property for long-
term growth.

The Company’s main objective is to maximise
shareholders’ value in terms of net assets, earnings and
dividends per share. The Company has increased its
Ordinary dividend every year for over thirty years.
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FINANCIAL HIGHLIGHTS

Profit Before Tax +12-9%
Net Asset Value per Share +14-8%
~ Ordinary Dividend + 7-5%

Occupancy Level o 96-3%

1998 . 1997

Profit Before Tax - . . £13:36m  £11-83m
‘Property Portfolic Value ' £267m £240m

Equlty Shareholders’Funds£194m | £1 }’Gm
Eainingé per shﬁQe - P 061p . 21 rp
: N_et-Asse_t Vah_;_e;_ple;l-' _Sharé 209p* ,- e 182p®
Dividend per share - 753p  7.00p
Gearing (Netof cashy o 30% S am

. * Includes surplus on land held as tradmg pioperties -
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CHAIRMAN'S STATEMENT

Suecessiul Yeor

A professional review of the value of all our properties at 30 June 1998
year end has given rise to a total net asset value of 209p per Ordinary

share — an increase of 14-8% over last year.

Pre-tax profit for the year under review advanced to £13-36m against
£11-83m previously; the year’s figure included a surplus on the sale of
investment properties referred to below of £0-76m compared with

£0-57m in the previous year. After deducting these surpluses, pre-tax

profit on a like-for-like basis advanced by 11-9%.

The Board is recommending a final dividend of 4-0264p net which, together with the raised interim

paid on 30 June 1998, will provide an increase in the total dividend per share for the year of 7-5%.

industriel and Commareial Froperty

Market conditions continued favourable, and our improved profitability was primarily due to higher
occupancy levels augmented by rent reviews. During the twelve months our vacancy level fell from

21,680 sq m to 16,802 sq m representing 3-7% of the total portfolio.

As reported at the interim stage, in the first half year we sold three of our older trading estates
(Corngreaves, Oid Park and Waterfall Lane — all located in the West Midlands) for a rotal of £11-19m

- and a resulting surplus over book value of £0-68m. In the second half, a small
area of industrial land was sold for a surplus of £0-08m, making the total of

£0-76m profit on the sale of investment properties for the year.

During the year, expenditure on new property acquisitions and developments
amounted in total to £16-88m. In the first half as previously reperted we
acquired six properties, which were two adjoining office buildings in Sheldon,
Birmingham; an indastrial site of 3-33 hectares in Wednesbury; a factory in
Aston, Birmingham, and a motor car showroom and adjoining industrial

building in Cheltenham.

In the second half year the 2,787 sq m office building in Coventry, pre-let to

Coventry and Warwickshire Chamber of Commerce (referred to in my last
Chairman’s Statement) was completed and came on rental. Also during the
second half we commenced construction of three industrial units totalling 2,508 sq m on our Wates
Way (Mitcham, Surrey) factory estate; these buildings have recently been completed and are now
reserved. In addition, we agreed to purchase from Midlands Electricity plc their headquarters office
complex at the top of Mucklow Hill, Halesowen, West Midlands. This prime property which occupies
a site of 2-43 hectares is close to the Midlands motorway network and carries outline planning consent
for 7,937 sq m of office space; of that area, 1,858 sq m of existing offices have already been let to ADT
Fire and Security ple. The balance of 6,079 sq m will be developed as a prestige modern office park when

Midlands Electricity vacate in December this year.

A & J Mucklow Group plc




CHAIRMAN'S STATEMENT

Since the year end we have agreed terms o acquire two

industrial buildings in Tyseley, Birmingham — one building

“y .o .market -
T e TR e is let to the Post Office and the other, which is pre-let, is

presently under construction and due for completion in

conditions
‘ IO R A November this year.
. continuig
RRSUTRC Yalue of Investment Propevtios

The policy which we have carried out over the past several
years, of disposing of older property and reinvesting in
assets of better quality, has already benefited us by
accelerating the rise in our portfolio value. The value of our investment properties was reviewed by
DTZ Debenham Thorpe at £267-27 m at the year end and gave rise 10 a surplus of £20-98m — which
has been added to revaluation reserve. DTZ Debenham Thorpe aiso valued our trading assets (mainly
the residenriat land bank) at £12-02m, which produced a surplus over book value of £10-07 m; that

surplus has not been incorporated in the Accounts.

Trading Aetivities

Our trading activities now mainly relate to the sale of land with planning permission for residential

development. Profit for the year amounted to £0-41m as compared with £0-72m in the previous year,

Prospoets

At the time of writing this statement, market conditions continue to be
favourable. However, it would be imprudent to ignore forecasts that the
next trend in the UK economy may be downwards. Depending on the
timing and severity of any downturn, we would doubtless be adversely
affected. However, due to the improvements over the past few years in
the quality of our portfolio and its lease profiles, | am confident that the
Group is in better shape to cope with adverse conditions than ever

before.

folloaguas

! would like to thank al! my colleagues for the contribution which each

has played in producing the successful results for the year,

)

Albert J Mucklow
Chairman
14 October 1998
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OPERATING REVYIEW

PROPERTY PORTFOLIO
At 30 June 1998

Summary of Porifelie
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OPERATING REVIEW

Crvarvisw

The demand for modern, well-located industrial accommodation remained strong throughout the
year. The occupancy rate by the year end had increased to 96-3% and rental levels and property values

had improved.

The Group’s policy of upgrading and improving the quality of the property portfolio has continued
during the year. The cost of new property acquisitions and capital expenditure amounted to £16-88m

and property disposals totalled £11-44m.

Sales in the last four years of older, more management intensive industrial estates have now realised
a rotal of £41m, while over £115m has been invested in new industrial, office and retail properties

during the 1990s, offering better long-term gtowth prospects.

The property investment portfelio is now very modern and well balanced, with approximately 78%
by value having been built in the 19805 and 1990s. The Group has broadened and strengthened the
portfelio both geographically and by property type, whilst maintaining a strong presence in the

Midlands and in industrial property.

¥ otz aon

The value of the Group’s industrial and com mercial property was reviewed by DTZ Debenham Thorpe
as at 30 June 1998. The total value was £267-27m (1997: £240-25m) which gave rise to a surplus
over book value of £20-98m (8-5%), Industrial property increased in value by 10%, offices by 6% and
retail property by 4%.

The gross annual rent-roll at the year end had increased by £1-03m 1o £21-87m. New acquisitions
added £1-50m per annum, while property disposals reduced it by £1-22m. Additional income from

rent reviews and new lettings increased the rent-roll by £0-31m and £0-44m respectively,

DTZ Debenham Thorpe also valued the trading properties as at 30 June 1998. The trading properties
mainly comprise residential land and were valued at £12-02m (1997: £9-60m), showing a surplus

over book value of £10-07m.

A& J Muckiow Groun nle



OPERATING REVIEW

Aeguisitions

Acquisition policy has been focused towards investing In prominent, high quality properties and
development sites in established business locations, where tenant demand is strong and rental

prospects good.

Six acquisitions were made during the year. They included a pre-let office development at the entrance
of the Binley Business Park, Coventry (2,787 sq m), two modern office buildings clese to Birmingham
International Airport at Sheldon, Birmingham (3,015 sq m) and a new industrial anit in Aston,

Birmingham (3,467 sg m).

The Group also completed the acquisition of a prime 3-33 hecrare industrial/ warehouse site on the
Black Country New Road, Wednesbury, West Midlands and acquired a pre-let car showroom on
Tewkesbury Road, Cheltenham (1,128 sq m) and an adjoining industrial unit (5,483 sq m) on a

1-20 hectare site.

Binley Business Park, Coventry
Pre-let to Coventry and Warwickshire Chamber of Commerce and Training and Enterprise

A & J Mucklow Group plc



OPERATING REVIEW

Aeguisitiens (continued)

The Group also agreed during the year to acquire the former Midlands Electricity headquarters office
complex on Mucklow Hill, Halesowen, West Midlands. The site is very prominent and extends to 2-43
hectares with 8,300 sq m of existing office accom modation and approximately 450 car parking

spaces.

Possession of part of the site, comprising a modern 1,858 sq m office building, was obtained during
the year and subsequently let to ADT Eire and Security ple as their new regional headquarters. The
remainder of the site will be vacated by Midlands Electricity in December 1998 and has planning

consent to redevelop, to provide a prestige new office park.

Since the year end, the Group has purchased a recently constructed warehouse in Tyseley,
Birmingham (1,300 sq m) let to the Post Office and agreed to acquire an adjoining pre-let industriai

unit of 2,555 sq m on completion of the building works in November 1998. The rtotal cost will be

£2-14m and the two units will provide a combined rental income of £183,300 per annum.

Tewkesbury Road, Cheltenham
Pro-let to Ixion Motor Group

A& J Mucklow Group nle




OPERATING REVIEW

Disposais

The Group has now virtually completed its property disposal programme. Three industrial estates
producing a combined rental income of £1-22Zm per annum were sold during the year for £11:19m.
The properties were fully let, mainly to local companies on short leases, and included the Group's first
industrial estate at Cradley Heath, West Midlands, built in the 1950s. A small industrial site at Small

Heath, Birmingham, was also sold during the year for £0.25m.

Lettings and Ron? Reviews

Forty-two lettings were concluded during the year, involving 25,927 sq m. The vacant space as at

30 June was 16,802 sq m {1997: 21,680 sq m) representing 3-7% of the property porifolio.

Rent reviews during the year added £314,000 per annum to the rent-roll.

Golden Cross, Aston, Birmingham

Pre-let to Armstrong Fastenings

A & J Mucklow Group plc



OPERATING REVIEW

Wates Way, Mitcham, Surrey
Completed August 1998 — Reserved

Heow Developmonts

Construction started during the year on three new industrial unirs at W ates Way, Mitcham with
a total area of 2,508 sq m. Since the year end the development has been completed and lease terms

agreed with a large quoted company for the three units. No other developments were carried out,

Troding Properiy

The Group currently has planning consent for 602 residential units and owns over 160 hectares of

other land with varying degrees of development potential.

A land disposal during the year amounted to £752,000,

A & J Mucklow Group ple




OPERATING REVIEW

Mucklow Office Park (formerly Midlands Electricity headquarters), Halesowen
Pre-let to ADT Fire and Security

Gutiack

The policy in recent years of Investing in prominent, high quality buildings let on fong leases to
exceptional covenants has provided the Group with improved security and less volatility during

changes in the property cycle.

Present market conditions remain favourable. However, should any downturn occur the Group has a
strong balance sheet, a modern property portfolio and will be well positioned to take advantage of any

investment or development opportunities which may arise.

Rupert J Mucklow
Managing Director
14 October 1998

A & J Mucklow Group ple



PORTFOLIO ANALYSIS
At 30 June 1998

PROPERTY DETAILS
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PROPERTY DETAILS

IMDLUSTRIAL PROPERYIES
Wik ¢ Yalse in Excoss of £lm

Midiands

Property

Principal Tenant - -

Value £1m-£5m .

Bewdley Road . - 72 Fréehoid a0

stirchley, Birmingham = -
‘Bloomfield Park Lk
Tipton, West Midlands
ﬁbﬁésley Trading Estafe ;
. Bordesley, Bu*mingham &

Bull Ring Tradmg Estate
‘Deritend, Bu-mmgham

: Duddeston M]!l Tradmg F.state
R Saltley, Blrmmgham

: Forge Tradmg Estate
’ }Ialesawen, West Mldland

"'Forward Park ’I‘radl.ng Estate
Aston, Bu'mmgham c

"Hazelwell Mills ’n-admg !Zstate
rsnrchley, Bu'mmgham :

' Long hcre T‘radmg Estate
V'ZAston, Bu-mmgham :

* Macklow. H‘l]l Tradmg Estatei 7376 “reehold '

‘Halesowen, _Wesl; Mid]an.ds :
'St Andréws Trading Estate, -
‘Bordesley, Birmingham .- - " .
- Tipton "[‘t'ading ‘Estate B
- Tipton, West Midlands °
~Triton Park
,Rugby, Warwuckshlre

:'Aston Flelds Trading Estate S
: Bromsgrove Worcestershxre

Goldenerss ' o
Aston, Birmingham
~ Birchley Island S
g Oldbury, West Mldlands 2

-Tewkesba.ry Road j'— Y - 1197
K Cheltenham, Gloucestershlre f woh e

Wulfran Trading Estate T 1978 . Freehold.

. ,Wolverhampton, West M:dia.nds
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PROPERTY DETAILS

IMDUSTRIAL PROPERYTIES .. .
YWith o Yahue i Excoss of £lm . C .
Midlauds N
Property e 'I‘enure L rsq m (sq ft}y - Principal Tenant

Value £5m-£:

Coleshill Trading Estate  Freehold

Coleshiil, Birmingham

. -j';.27.586 ' Danzas (UK) Ltd

@6,936) . . o
Enterprise Trading 5’707 .. .'Debgglhﬁms p,]c
Dudley, West Midlands - e thams pl

Kelvin Way ‘I‘radmg : 'SAS Group Services Ltd‘- e

’ We,st Bmmmch" Wi

!(mgs Hill Bus_iness
. Wednesbury West Midlan

f";‘Sh"-I‘StO“e ‘f;radm | A'mari Plastics.pic

" Fuji Photo Fitm (UK)Ltd

Redkiln Close .

0sé . : ‘C:Brey{.ep‘& ons Ltd”
-~ Horsham, West Susse IR

Western Avenue

“The Post Office
"West Thurrack, Esser ; SERTEEI

‘-Stratton anmess Park :

Freehold -
Biggleswade, Bedford__sl_lug S ’

Cn..3,192 + Carlton Comelim Circuiti Ltd
,}'(34 IO L

Value £5m-£10m

Wates Wéy h

Frechold = 9,351 Industrial Gas Springs Ltd
Mitcham, Surrey ‘ . . (R

{100,654} -

Value in Excess of £10m 5 7
Crompton Fields - v 1989 Freehold -~ 14,912 Duracell Batteries Ltd
Crawley, West Sussex S ) . {160,550}

Morth '
Value £1m-£5m o ) : )
Hawkley Brook Tradmg Estate .":‘1973-79 Freehold - 11,819 BHW Components Ltd
Wigan, Lancashire . (127,220}
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PROPERTY DETAILS

OFFICE PROPERTIES
With 9 Yalue in Excess of £lm

Midiends

Property

Principal Tenant.

Value £1m-£5m

Sheldon Coust™ .

7 .. Secretary of State jf'or”l‘:hc_zi :
Coventry Road, Birm '

Environment

36-38 George Raad

Secretary ,éf__SEaté’,for he
- Edgbaston, Birming %)

‘Environment

114/15 Frederick Road
- Edgbaston, B

Royal Seélety for the
of Accidents

_‘:(..‘b:n‘_cox'dg_}{oﬁ-sé_ . Bi;mziﬁﬁﬁam internat
“Trinity Park, Solihali

- Alrport ple

South Wast

“Value £1m-£5m -
Pymes Hill

‘Exeter, Devon = -
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" Eavironment

"Frechold

Springfield House = Erechold -

Bri.étol, Aven

- Lloyds TSB Groupjplc: :
©540) : S
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PROPERTY DETAILS

CEFICE PROPERTIES

¥With o Yales in Escen of £im

L Midlonds

. Property

©{38,100)

RETALL PROPERTHES

With 2 Value i Excons of £m

- Tenure - .

'Property Buile “Tenure 5q m {sq ft) Principal Tenant

Value £1m-£5m

Dukes Gate 1988 - Freehold 1,669 Royal Life Estates Ltd
Chiswick, London (17,998)

York House 1990 Freehold - 1,193 Equitas Management Services Ltd
Farnbereugh, Hampshire - S (12,842)

Sunbury one . 1987 © Ereehold.. - . 1,365 G E Information Services Ltd-
Sunbury-on-Thames, $urrey: -l (4,708) T
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Henley-on-Thames, Oxon - 7 . T {12,121)

South Downs Business Park 1995 Freehold - 1,419 Halifax ple

Lewes, East Sussex a R (15,276)

Value in Excess of £10m 7
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" Principal Tenant

64/67 High Street
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| Greenlands Drive -
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|202-208 High Street.
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La2196).
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FIVE YEAR RECORD

Year te 30 June

HEevenne
Gross rental income 19,565
Net rental income 18458

Other income TEZ
Operating profit 18,455

Profit on disposal of

investment properties 755 e
Profit before taxation 13,363 18832 18,508
Profit after taxation 10,391 8,586 3,708
L apizel
Equity shareholders’

funds 194,365 . 153,554
Investment properties 267,270 240,248 233188
Pey Lirdinary share
Earnings 1061p »ip &8dp
Net dividend 7-52735p 700 Ep &-4650p
Net asset value* 199p HEE L58p

* Excludes surplus on land held as trading properties.
p P
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Bircoters

Albert J Mucklow ACIS

Chairman

Aged 62. Joined the Group in 1956.
Appointed Chairman in 1976.

Rupert J Mucklow BSc

Managing Director

Aged 35. Joined the Group in 1990,
Appointed executive director in 1995
and Managing Director in 1996.

David F Austin FRICS

Senior Non-executive* t

Aged S9. Appeinted to the Board in 1995.

A chartered surveyor and former joint senior
partner of Bucknall Austin. He is Chairman of the
Audit and Remuneration Com mittees.

David C Groom FCIB

Non-executive*f

Aged 59. Appointed to the Board in 1996,
A former regional area manager of
Midland Bank in Birmingham.,

Allan J Mucklow

Non-executive *1

Aged 63. Joined the Group in 1957,
Appointed non-executive director in 1977,

Peter M Petherbridge

Non-executive

Aged 51. Appointed to the Board in 1990.

A solicitor practising as P M Petherbridge & Co.
devoting a large part of his time to the Group’s
business.

Sonier Maonsgoment
M David Folkes MCIOB

Guy J Mucklow ACIS, CFA
Stephen N Murphy BSc, FRICS
David Rampling

Servetery and Roglstered Offcn
Derick Bromley ACIS

Haden Cross, Halesowen Road

Cradley Heath

West Midtands Bo4 7JB

Telephone: (0121) 550 1841
Facsimile: (0121) 550 7532
Internet: www.mucklow.com

Company No. 717658

* Member of Rem uneration Com mittee
f Member of Audit Com mittee

MANAGEMENT AND

PROFESSIONAL ADVISERS

Auditors

Deloitte & Touche
Colmore Gate

2 Colmore Row
Birmingham B3 2BN

Stonkbrokers
Warburg Dillon Read
1 Finsbury Avenue
Londen EC2M 2PP

Albert E Sharp
Temple Court
35 Bull Street
Birmingham B4 6ES

Baenkers

Midland Bank plc

328 High Street

West Bromwich

West Midlands B70 8EL

Morchont Rankars
Warburg Dillon Read

2 Finsbury Avenue
London EC2M 2pp

Property Yalners
DTZ Debenham Thorpe
10 Colmore Row
Birmingham B3 2QD

Sobicitars

P M Petherbridge & Co.
Haden Cross, Halesowen Road
Cradley Heath

West Midlands B64 7JB

Reglstrars

IRG pic

Bourne House

34 Beckenham Road
Beckenham, Kent BR3 4TU
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DIRECTORS’ REPORT

The directors present their annual report and audited accounts for the year ended 30 June 1998.

fosuls

The profit earned and the dividends paid and proposed are set out in detail in the consolidated profit
and loss account and notes. The net profit before taxation for the year was £13,362,986 and the
taxation charge was £2,972,370.

Heoview of business

The Group’s activities are reviewed on pages 4 to 10.

Ordinary dividends

On 30 June 1998, an interim dividend of 3-5011p per share was paid. A final dividend of 4-0264p per
share is proposed. The total dividend for the year will be 7-5275p per share.

The final dividend, if confirmed, will be paid on 4 January 1999 to shareholders on the register at the
close of business on 27 November 1998,

Shere copitad

The agenda for the Annual General Meeting incorporates a resolution to renew for a further year the
authority to purchase the Company's own shares (both Ordinary and Preference) within certain limits.

The Company purchased on the open market a total of 1,000,000 of its own Ordinary shares for
cancellation on 13 and 14 July 1998 at a price of 153p per share.

Adoption of now erlicles of ayseciofion

The Company’s current Artices of Association were adopted on 8 November 1988. Since that date there
have occurred a number of changes to company regulation and practice, which the directors believe
should now be reflected in the Company’s Articies of Association. The Board therefore proposes that
new Articles of Association should be adopted at an Extraordinary General Meeting, which will
im mediately follow the conclusion of the Annual General Meeting on 10 November 1998.

A notice convening the Extraordinary General Meeting and a circular explaining the changes
accompanies this Report and Accounts.

Employes share ewnership schome

On 22 September 1998 the Company adopted the A & J Mucklow Group ple Share Ownership
Scheme. This is an Inland Revenue approved profit-sharing scheme, under which all employees of the
Group with a minimum period of service of five years {or employees with lesser service at the Board's
absolute discretion) will be entitled to receive a limited number of free shares in the Company. The
amount of shares receivable by each employee is regulated by tax legislation, and, subject to this, will
be related to salary.

The shares to be used for the Scheme will be acquired by the trustees in the market, or otherwise from
existing shareholders, with funds contributed by the Company. The amount of contributions by the
GCompany will be decided upon by the Board from rime to time.

Fature prospecls
The future prospects are commented on in the Chairman’s statement on pages 2 and 3.

Principal activities

The principal activities of the Group are industrial and commercial property investment and
development.

A & J Mucklow Group plc



DIRECTORS’ REPORT

Croditors poymont paliny

The Group seeks the best possible terms from suppliers appropriate to its business and, in placing
orders, gives consideration to quality, price and terms of pay ment which will be agreed with suppliers
when the details of each transaction are settled. The Group will continue to henour its contractual and
other legal obligations and to pay creditors or the dates agreed in contracts and purchase orders.

Property acquisitions and similar transactions are such that any cafculation of the number of creditor
days would prove meaningless.

Yoor 2888 and Burs

The “Millennium Bug” or “Year 2000 issue” refers to potential problems in the processing of data or
operation of electronic equipment affected by the transition from 1999 to 2000.

The directors fully recognise the potential risks assoclated with the issue and are taking reasonable
steps to ensure that the Group is prepared for the transition. The costs associated with the transition
are not considered significant.

Preparations for the Euro are also in hand.

Envirormentel polley

The Group has adopted a policy to address the importance of environmental issues in the day-to-day
running of the business.

There are two main elements to the policy. Firstly, an independent environmental report is required
for all potential acquisitions, which considers, amongst other matters, the historic and current usage
of the site and the extent of any contamination present.

The second element of the policy is to maintain an ongoing examination of the business activities of
existing and new tenants to prevent pollution risks occurring. The Group monitors all incoming
tenants through its insurance program me to identify potential risk, and high-risk business activities
are avoided. As part of the active management of the portfolic any change in tenant business practice
which might be considered to be an environmental hazard is reported and suitably dealt with.

Donations

No polirical contributions were made during the year and donations to charities amounted ro £1,201
(1997: £795).

Biractors
The present Board is as shown on page 17 and all directors were in office throughout the year.

Peter M Petherbridge, a non-executive director, retires by rotation and, being eligible, offers himself
for re-election.

The two executive directors, Albert J Mucklow and Rupert J Mucklow, have one year rolling service
contracts with the Group.

Birectors’ shareholdings

Particutars of the directors’ shareholdings, as defined by Section 324 of the Companies Act 1985, in
the share capital of the Company are as follows:
Ordinary shares

at 30.6.98 an 3.6.97
Albert J Muckiow 2,110,024 (a) 2073504 iy
Rupert J Mucklow 943,254 : :
David F Austin 3,510
David C Groom 3,000
Allan } Mucklow 3,971,783 397178
Peter M Petherbridge 2,612,164 (b) 2615,104 (h

The holdings marked (a) and (b) included non-beneficial interests in 1,000,000 and 2,598,398
Ordinary shares respectively.

.
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Albert J Mucklow purchased 12,500 Ordinary shares on 6 July 1998, Rupert J Mucklow purchased
6,250 Ordinary shares on 6 July 1998. There were no other movements in any of the directors®
shareholdings between 1 July 1998 and 15 September 1998.

None of the above directors had any beneficial interest in the Company’s Preference shares or
Debenture Stocks at either 30 June 1998 or 15 September 1998.

Substontiet shorcheldings

The foliowing shareholders have notified the Company of an interest of 3% or more in the Ordinary
share capital of the Company as at 30 June 1998,

Ordinary shares Percentage holding
Prudential Corporation ple 8,407,832 8-61%
Britannic Assurance ple 5,835,850 5:98%

Proporfies

A professional review of the value of the Group’s industrial and com mercial properties was carried out
by DTZ Debenham Thorpe at 30 June 1998,

This revaluation has been incorporated in the accounts resulting in an increase of £20-98m in the
revaluation reserve.

Going concorn

After making enquiries, the directors are satisfied that the Group has adequate resources to continue
in operational existence for the foreseeable future. For this reason they continue to adopt the going
concern basis in preparing the financial statements.

Frotomeont on Interndd fnouied controd

The Board of directors is responsible for establishing and maintaining a system of internal financial
contrel which Is appropriate to the size of the Group's business and which will provide reasonable,
but not absolute, assurance against material misstatement or loss. The implementation and day-to-
day operation of the control procedures is the responsibility of the executive directors, who are
actively involved in the management of the business, and senior management. The Board regularly
reviews the effectiveness of the internal control system.

The Group’s internal financial control procedures operate within an established organisational
structure with assigned responsibilities and authorities. Given the nature and size of the Group’s
business the executive directors review and approve all significant transactions, particularly those
relating to property purchases and sales, capital expenditure and borrowing arrangements. The Group
uses external managing agents and the terms of their contract and performance are regularly
reviewed. The Group recognises the importance of the quality and integrity of its personnel and
attention is paid to the experience and capabilities of staff and their training needs. The standard of
employee conduct expected by the Group is formally documented and com municated.

The Group operates a budgetary system with annual budgets being prepared containing monthly profit
and loss and cash flow information. The preparation of rhese budgets incorporates a review of the
commercial and other risks facing the Group together with the identification of the key performance
indicators to be used by management in monitoring the Group’s financial activities and managing the
commercial risks faced by the Group. Actual performance against budget is monitored monthly at
main Board meetings using the established performance indicators and other exception reporting.

The Board reviews and approves all bank and other borrowing facilities. The Group is aware of the
importance of infermation systems to the efficient running of its business and regularly reviews the
information systems used.

The Board has reviewed the effectiveness of the system of internal financial control for the financial
year and the period to the date of approval of the financial statements.
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Corporate governence

During the year the Group complied with all the applicable provisions of The Code of Best Practice

issued by the Com mittee on the Financial Aspects of Corporate Governance (Cadbury Com mittee) with
the following exceptions:

1.

A majority of rthe non-executive directors are not “independent” in this sense as
recom mended by the code. Allan J Mucklow and Peter M Petherbridge are not “independent™,
However, Allan J Mucklow, although related to the Chairman, is not involved in the daily
running of the business, and Peter M Petherbridge is the Group’s legal adviser. Peter
Petherbridge is not a member of either the Audit Committee or the Remuneration
Committee. All of the non-executive directors exercise their duties and responsibilities
independently of the executive directors and are able to take outside professional advice in
accordance with the agreed procedure at the Group’s expense.

There is no specific period of appointment for the four non-executive directors as
recom mended by the Code. However, the Company's Articles of Association provide that up
to one-third of the non-executive directors must offer themselves for re-election each year
at the Annual General Meeting.

The Board of directors is responsible to shareholders for the management and control of the Company.

The present Board consists of two executive directors and four non-executive directors. Board

meetings are held on a regular monthly basis. There is a defined schedule of matters reserved for

decision by the Board.

The Board has in place the fellowing com mittees:

1.

Audit Committee which comprises David F Austin {Chairman), David C Groom and Allan J
Mucklow.

Remuneration Com mittee which comprises David F Austin (Chairman), David C Groom and
Allan J Mucklow.

Nomination Committee which comprises the four non-exscutive directors under the
chairmanship of the Group Chalrman.

The two executive directors have service contracts, both of which have a one year rolling term.

Clase compeny provisions

The Company is not a close company within the provisions of the Income and Corporation Taxes
Act 1988.

Auditors

Daloitte & Touche have expressed their willingness to continue in office. A resolution will be proposed
at the Annual General Meeting, in accordance with the Companies Act 1985, to reappoint them and
to authorise the directorsgto fix their remuneration.

By order of the Board

Derick Bromley \JBJ\/\,

Secretary

Haden Cross, Halesowen Road, Cradley Heath
West Midlands B64 7JB

14 October 1998
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REPORT OF THE REMUNERATION COMMITTEE

Eemunerotion Commitice

The Rem uneration Committee consists of three non-executive directors, myself as Chairman, David C
Groom and Allan J Mucklow. The Com mittee is responsible for the consideration and approval of the
terms of service, remuneration, pension arrangements, and other benefits of the group executive
directors. In carrying out its work the Committee has full regard to the Greenbury Code of Best
Practice and has fully complied with Section A of the Best Practice Provisions annexed to the Stock
Exchange Listing Rules. This report should be read in conjunction with the Directors’ Report and with
note 6 to the accounts, which constitutes part of this report.

The Com mittee consults the Group Chairman on its proposals and has access to professional advice
from outside and inside the Group. The policy of the Committee is to provide a competitive
remuneration package to executive directors to attract, retain and motivate those individuals and
ensure that the Group is managed successfully in the interests of shareholders. In forming
remuneration policy the Remuneration Com mittee has given full consideration to Section B of the Best
Practice Provisions annexed 1o the Steck Exchange Listing Rules.

Exveculive dirsctors’ romunaration

The main components of the executive directors’ rem uneration are:

1.  pensionable salary which is reviewed on an individual basis each year;
2.  benefits in kind which relate principally to the provision of a company car;

3.  pension contributions.

A bonus of £52,000 was paid to Aibert J Mucklow in July 1998 for the year under review.

Survice vontrugis

The two executive directors, Albert J Mucklow and Rupert J Mucklow, have service contracts, both
of which have a one year rolling term. ’

Non-executive directors do not have service contracts. Their rem uneration (w hich is non-pensionable}
is determined by the Board.

Pounstsns

Pension contributions are made by the Group into existing personal pension schemes on behalf of the

executive directors. No Group company pension scheme is operated for the directors (see note 6 to the
accounts).

Details of all elements of the remuneration package of each director are given in note 6 to the accounts.
Details of directors’ share interests are given in the Directors’ Report.

The Com mittee believes that in the Group’s circumstances the members in Annual General Meeting
need not be invited to approve the remuneration policy set out in this report. As Chairman of the
Committee | will be available at the Annuai General Meeting to answer questions on any aspect of the
rem uneration policy.

* ﬂ/- L
Pavid F Austin
Chairman of the Remuneration Com mittee

14 October 1998

4
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REVYIEW REPORT TO A & J MUCKLOW
GROUP PLC BY DELOITTE & TOUCHE ON
CORPORATE GOVYERNANCE MATTERS

In addition to our audit of the financial statements, we have reviewed the directors’ statements on
pages 20 ard 21 on the Company’s compliance with the paragraphs of the Code of Best Practice
specified for our review by the London Stock Exchange and their adoption of the going concern basis
in preparing the financial statements. The objective of our review is to draw attention to non-
compliance with Listing Rules 12.43(j) and 12.43(v).

Baszis of epininn

We carried out our review in accordance with guidance issued by the Auditing Practices Board. That
guidance does not require us to perform the additional work necessary to, and we do not, express any
opinion on the effectiveness of either the Company’s system of internal financial control or its
corporate governance procedures or on the appropriateness of the bases used in determining directors’

remuneration or on the ability of the Company to continue in operational existence,

GCipinian

With respect 10 the directors’ statements on internal financial control and going concern on page 20,
in our opinion the directors have provided the disclosures required by the Listing Rules referred to
above and such statements are not inconsistent with the information of which we are aware from our

audit work on the financial statements.

Based on enquiry of certain directors and officers of the Company, and examination of relevant
documents, in our opinion the directors’ statement on pages 20 and 21 appropriately reflects the

Company’s compliance with the paragraphs of the Code specified for our review by Listing Rules

43() Y ol
UoHe e

Chartered Accountants Birmingham
14 October 1998
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STATEMENT OF DIRECTORS’
RESPONSIBILITIES

Company law requires the directors to prepare accounts for each financial year which give a true and fair
view of the state of affairs of the Company and of the Group and of the profit or loss of the Group for

that year. In preparing those accounts, the directors eonfirm that they have:

(a) selected accounting policies which they consider to be suitable and have applied them consistently;
(b) made judgements and estimates that are deemed reasonable and prudent;

(c) followed applicable accounting standards; and

(d) prepared the accounts on a going concern basis.

The directors are responsible for keeping adequate accounting records which disclose with reasonabie
accuracy at any time the financial position of the Group and enable them to ensure that the accounts
comply with the Companies Act 1985. They have general responsibility for safeguarding the assets of the

Group and for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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AUDITORS’ REPORT

te the Members of & & 1 Muchiow Group ple

We have audited the financial statements on pages 26 to 41 which have been prepared under the
accourting policies set out on pages 32 and 33.

Reospoctive Respensihilities of Diroctors and Auditors

As described on page 24, the Company’s directors are responsible for the preparation of financial
statements. [t is our responsibility to form an independent opinion, based on our audit, on those
statements and to report our opinion to you.

Basis of apinien

We conducted our audit in accordance with Auditing Standards issued by the Auditing Pracrices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the circumstances of the Company and the Group, consistently
applied and adequately disclosed.

We planned and performed our audit 50 as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficlent evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other
irregularity ot error. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statem ents.

Cpinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company
and of the Group as at 30 June 1998 and of the profit of the Group for the year then ended and have

bien pregerty prepafed injaccordance with the Companies Act 1985.
JEIR ERONE

Deloitte¢’ & Touche

Chartered Accountants Birmingham
and Registered Auditors

14 October 1998
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NOTICE OF MEETING

Notice is hereby given that the thirty-seventh Annual General Meeting of the Company will be held
at The Chamber of Commerce, Edgbaston, Birmingham Bl5 3DH on Tuesday, 10 November 1998 at
11 a.m. for the following purposes:

As Ordinary Business

1

To receive the report and accounts for the year ended 30 June 1998 and the reports of the directors
and auditors thereon.

To declare a final dividend on the Ordinary shares of 4-0264p per share for the year ended
30 June 1998.

To re-etect Peter M Petherbridge, who retires by rotation, as a director of the Company.

To reappoint Deloitte & Touche as auditors of the Company, and authorise the directors to fix their
remuneration.

To transact any other ordinary business of the Company.

As Special Business

To consider and if thought fit to pass the following resolution which will be proposed as a special
resolution:

Special Resolution
That the Company be authorised to make market purchases up to the date of the next Annual General
Meeting (within the meaning of section 163 of the Companies Act 1985) of, and to cancel, up to
9,664,138 Ordinary shares of 25p each and up to 675,000 Preference shares of £1 each in its capital
at a price oft
(a) in respect of Ordinary shares not more than 5 per cent above the average of the middle market
quotations for such shares as derived from the London Stock Exéhange Daily Official List for the
10 business days prior to making the purchases and not less than 25p per share (in each case
exclusive of expenses); and

(b) in respect of Preference shares not mere than 5 per cent above the average of the middle market
quotations for such shares as derived from the London Stock Exchange Daily Official List for the
10 business days prior to making the purchases and not less than 50p per share (in each case
exclusive of expenses).

By order of the Board

Derick Bromley Registered Office:
Secretary Haden Cross, Halesowen Road
14 October 1998 Cradley Heath

West Midlands B64 7JB
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NOTICE OF MEETING

Any member of the Company entitled to attend and vote at the meeting may appoint another person or
persons as his/her proxy to attend and vote instead of him/her. A proxy need not be a member e¢f the
Company.

Accompanying this notice (for Ordinary shareholders only) is a two-way form of proxy and this proxy
should be completed and returned to the Company’s registrars at IRG ple, Bourne House, 34 Beckenham
Road, Beckenham, Kent BR3 4TU so as to arrive not later than 48 hours before the time fixed for the
meeting. Completion of a proxy will not prevent a member from attending the meeting if subsequently
he/she is able to do so.

Preference shareholders are reminded that under the Company’s Articles of Association they are not
entitled 1o vote at the above meeting. The report and accounts are sent to all debenture stockholders of the
Company but holders of debenture stock are not entitled to vote at the above meeting.

The following documents will be available for inspection at the registered office of the Company on any
weekday (except Saturdays) during normal business hours from the date of the foregoing notice until the
date of the Annual General Meeting:

1 A statement of all transactions of each director and of his declarable family interests in each class
of the share capital and debentures of the Company and its subsidiaries.

2 Coples of relevant service contracts of certain directors.

Such documents wiil also be available for inspection at the place of the Annual General Meeting for at least
15 minutes prior to and during the meeting.

The final dividend, if approved, will be poid on 4 January 1999 to all Ordinary
shareholders on the register on 27 November 1998.
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SHAREHOLDERS' DIARY

Annual General Meeting

Resuls announced

For the half year to 31 December 1998

For the year to 30 June 1999

Orvdinary dividends

Final for 1997/8 — announce
— pay

Interim for 1998/9 - ANNGUACe
~— pay

A & J Mucklow Group plc

10 November 1598

February 1999

September 1999

September 1998
January 1999
February 1999

June 1999
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Midland Property Agents Boules Tournament

Over 200 surveyors and property professionals took part in the annual
Midland Property Agents Boules Tournament organised by staff at A & J
Mucklow Group. The event is now in its eighth year and raised £1,200
for a local children’s hospice.




A & ) Mucklow Group plc

Haden Cross, Halesowen Road, Cradley Heath, West Midlands B64 7JB.
Telephone: (0121) 550 1841 Facsimile: (0121) 550 7532 Internet: www.mucklow.com




