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H E Group Limited
Directors' Report for the Year Ended 31 May 2013

The directors present their report and the consolidated financial statements for the year ended 31 May
2013

Directors of the company
The directors who held office dunng the year were as follows

H R Edeleanu
M F Wnght
P A Durey

Principal activity
The principal activity of the group 1s the hire and sale of plant

The company's trading subsidianes at the year end were H E Services {Plant Hire) Limited, which
hires plant and machinery and Masterhitch Europe Limited which sells and manufactures excavator
quick hitches, buckets and wearparts The company has further subsidianes, all of which are dormant

Business review

Fair review of the business

Plant hire has been more buoyant than expected with revenues up some 12% on the previous year at
£14 8 millon {2012 £13 2 million) However a larger fleet and a shortfall in second hand disposals
(see reasons below) meant that depreciation costs are 25% higher than last year and so the group's
operating loss has increased to £2 § milion (2012 £2 2 million} accordingly

The group has continued to invest heavily in the rebullding of its hire fleet following the recent
recession and acquired £23 million of new plant in the year The latest machines are being fitted with
our new Quickhitch ‘The Hooker', manufactured by our subsidiary Masterhitch Europe Limited, and
this 1s expected to generate significant interest in the industry The design and testing of ‘The Hocker’
delayed our second hand disposal programme during the year which in turn yielded a lower than
expected profit of £2 24 million (2012 £4 28 million) Interest charges have also nsen significantly as
the hire fleet has grown, and the combined effect of all the factors above 1s that we are reporting a pre
tax loss of £1 64 millon (2012 £1 38 mullion profit} for the year

The worldwide demand for our high quality machines remains strong however, and we expect to get
back on track with our second hand disposal programme during 2013/14 We anhcipate second hand
plant values to be helped along by the increase in cost of buying newly manufactured Tier 4 plant, and
this should also help to boost our core hire business as cash conscious customers switch to hiring our
machines instead of either purchasing new or hinng outdated plant from our competitors

The outlook in the construction industry 1s inherently uncertain although 1t 1s now looking more positive
than it has done for some tme Whilst the impact of the government's newly announced infrastructure
investment I1s not anticipated to come through until 2015, we remain confident that our business can
continue to be successfully managed through these difficult conditions given its market leading
position and reputation in the industry, and its ability to raise funds from the sale of second hand plant
when required
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H E Group Limited
Directors' Report for the Year Ended 31 May 2013
......... continued

The directors consider the hquidity of the business 1s much stronger than that indicated by its balance
sheet due to its revolving nature and ongoing ability to raise funds from the sale of second hand plant
We expect to continue managing the size of the group’s fleet to meet changing market conditions and
the requirements of its customer base

Overall the directors consider the year end financial posittons of the group companies to be
satisfactory

Fmnancial Instruments, Principal risks and uncertainties
The company operates a treasury function which is responsible for managing the hquidity, interest and
foreign currency nisks associated with its activities

The company's principal financial instruments include bank overdrafts and loans, the man purpose of
which 1s to raise finance for its operations In addition, the company has vanous other financial assets
and liabilities such as trade debtors and trade creditors ansing directly from operations

The company manages Its cash and borrowing requirements in order to maximise interest income and
minimise interest expense, whilst ensurng 1t has sufficient hquid resources to meet the operating
needs of the business The company Is exposed to farr value interest rate nsk on its fixed rate
borrowings and cash flow interest rate nsk on bank overdrafts and loans

Investments of cash surpluses and borrowings are made through banks and institutions which must
fulfil credit rating critena approved by the Board All customers who wish to trade on credit terms are
subject to credit venfication procedures and trade debtors are reviewed on a regular basis and
provision 15 made for doubtful debts when necessary

Results and dividends
The results for the year are set out on page 7

No ordinary dividends were paid durnng the year

Preference dividends of £27,923 were paid during the year on the 400,000 preference shares which
attract a fixed cumulative dwvidend of 7% per annum and a participating dividend payable on the
attainment of certain profit levels This is shown In the accounts as interest in accordance with FRS
25

Market value of land and buildings

The directors consider that the market value of freehold land and builldings 1s m the region of, but not
less than the amount shown in the financial statements, but as these assets are used in the
company's business and no disposals are envisaged, the excess Is not quanitifed

Statement of directors’ responsibilities
The directors are responsible for prepanng the Directors' Report and the financial statements n
accordance with applicable law and regulations
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H E Group Limited
Directors' Report for the Year Ended 31 May 2013
......... continued

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the group and the company and of the profit
or loss of the group for that penod In prepanng these financial statements, the directors are required
to

+ select suitable accounting policies and apply them consistently,
= make judgements and accounting estimates that are reasonable and prudent, and

+ prepare the financial statements on the going concern basis unless it 1s iInappropnate tc presume
that the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explan the group's and the company's transactions and disclose with reasonable accuracy at any
time the financtal position of the group and the company and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for safeguarding the
assets of the group and the company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregulanties

Disclosure of information te the auditors

Each director has taken steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the group's auditors are aware of that
information The directors confirm that there 1s no relevant information that they know of and which
they know the auditors are unaware of

Approved by the Board in LI'; and signed on its behalf by

H REde eanu
Director
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Independent Auditor's Report to the Members of
H E Group Limited

We have audited the financial statements of H E Group Limited for the year ended 31 May 2013, set
out on pages 7 to 31 The financial reporting framework that has been applied in their preparation s
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

This report 1Is made solely to the company's members, as a body, 1n accordance with Chapter 3 of
Part 16 of the Companies Act 2006 Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them in an auditor's report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully In the Statement of Directors' Responsibilities set out in the directors’ report,
the directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view Our responsibility 1s to audit and express an opinion on the financial
statements in accordance with applicable law and International Standards on Audiing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's) Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenial
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropriate to the group's and parent company's circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the Directors’ Report to identify matenal
iInconsistencies with the audited financial statements If we became aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
In our opinion the financial statements

+ give a true and farr view of the state of the group's and of the parent company's affairs as at 31
May 2013 and of the group's loss for the year then ended,

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

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

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements
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Independent Auditor's Report to the Members of
H E Group Limited

veerarvas continued

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opirion

+ adequate accounting records have not been kept by the parent company, or returns adequate for
our 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
returns, or

+ certain disclosures of directors’ remuneration specified by law are not made, or
+ we have not received all the information and explanations we require for our audit

MR s> Brecomianms\ Ve

Brian Moleshead (Senior Statutory Auditor)
For and on behalf of McBrides Accountants LLP, Statutory Auditor

Nexus House
2 Cray Road
Sidcup

Kent

DA14 5DA

Date H*?\-MM/ 90 \3
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H E Group Limited
Consolidated Profit and Loss Account for the Year Ended 31 May 2013

2013 2012
Note £ £

Turnover 14,794,229 13,225,243
Cost of sales {13,638,046)  (11,291,306)
Gross profit 1,156,183 1,833,937
Administrative expenses (4,124 657) (4,458,898)
Other operating income 449,558 324,328
Group operating loss 2 (2,518,916} {2,200,733)
Profit on disposal of fixed assets 2,244 022 4,281,147
Other interest recevable and similar income 4 47,143 50,893
Interest payable and similar charges 5 {1,415,943) (754,139)
(Loss)/profit on ordinary activities before taxation (1,643,694) 1,377,168
Tax on {loss)/profit on ordinary activities 6 500,058 (9,248)
(Loss)/profit for the financial year attnbutable to members

of the parent company 16 (1,143,636) 1,367,920

Turnover and operating profit derive wholly from continuing operations

The group has no recogrised gains or losses for the year other than the results above

The notes on pages 12 to 31 form an integral part of these financial statements
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H E Group Limited
Consolidated Balance Sheet at 31 May 2013

Fixed assets
Tangible fixed assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Crediters Amounts falling due within one year

Net current iabilities

Total assets less current habilities

Creditors Amounts falking due after more than one year
Provisions for habilihes

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders' funds

Note

11

12
13

15
16

17

2013 2012
49328513 40,661,912
671,956 603,593
3,305,738 4,608,908
28,038 1,166,835
4,005,732 6,379,336
(20,743,202)  (13,178,061)
(16,737,470)  (6,798,725)
32,591,043 33,863,187
(19,425,825) (19,054,275}
(2,937,810)  (3,437,868)
10,227,408 11,371,044
100 100
10,227,308 11,370,944
10,227,408 11,371,044

Approved by the Board and authorsed for 1ssue on D‘ ILJZ’@ ( 3

T

)

H R Edeleanu
Director

The notes on pages 12 te 31 form an integral part of these financial statements
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H E Group Limited
(Registration number: 02079614}

Balance Sheet at 31 May 2013

Fixed assets
Tangible fixed assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors Amounts falling due within one year

Net current habilities

Total assets less current habilities

Creditars Amounts falling due after more than one year
Provisicns for liabilittes

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders' funds

Approved by the Bgard and authorised for 1ssue on
(bb/g ( AT DQL,

H R Edeleanu
Directer

Note

11

12
13

15
16

17

2013 2012
£ £
49,327,394 40,660,420
23 23
49,327,417 40,660,443
. 45613
770,589 2,610,133
17,901 1,013,255
788,490 3,669,001
(19,802,089)  {12,424,341)
(19,013,589)  (8,755,340)
30,313,818 31,905,103
(19,425,825)  (19,054,275)
(2.937,810)  (3,437,868)
7,950,183 9,412,960
100 100
7,950,083 9,412,860
7,950,183 9,412,960

z]n{wa

The notes on pages 12 to 31 form an integral part of these financial statements
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H E Group Limited

Consolidated Cash Flow Statement for the Year Ended 31 May 2013

Cash flow statement

2013 2012
£ £

Net cash inflow from operating activities 7,117,493 851,146
Returns on investments and servicing of finance
Interest received 47 143 50,893
HP and finance lease interest (1,276,996) (642,598)
Interest paid (138,947) {111,541)

(1,368,800) {703,246)
Tax pad - (15,784)
Capital expenditure and financial investment
Purchase of tangible fixed assets (2,121,690) (4,741,382)
Sale of tangible fixed assets 8,898,058 13,760,827

6,774,368 9,019,445
Net cash inflow before management of liquid resources and
financing 12,523,061 9,151,561
Financing
Value of new loans obtained during the pericd - 2,044,300
Repayment of loans and borrowings (638,466) (547,488)
Repayment of capital element of finance leases and HP contracts (14,839,800) (9,998,719)

(15,478,266) (8,501,907)
(Decrease)iincrease In cash (2,955,205) 649,654
Reconciliation of operating loss to net cash flow from operating activities
2013 2012
£ £

Operating loss (2,518,916) (2,200,733)
Depreciation, amortisation and impairment charges 7,705,970 6,147,358
{increase)/decrease n stocks (68,363) 124 576
Decrease/(increase) in debtors 1,303,170 (2,054,270)
Increase/(decrease) in creditors 695,632 (1,165,785}
Net cash inflow from operating activities 7,117,493 851,146

The notes on pages 12 to 31 form an integral part of these financial statements
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H E Group Limited
Consolidated Cash Flow Statement for the Year Ended 31 May 2013

......... continued

Analysis of net debt

Other
non-cash
At 1 June 2012 Cash flow changes At 31 May
£ £ £ 2013
£

Cash at bank and in hand 1,166,835 (1,138,797) - 28,038
Bank overdraft (108,543) (1,816,408) - {1,924,951)

1,058,292 {(2,955,205) - (1,896,913)
Debt due within one year (647,310) (13,244) - (660,554)
Debt due after more than one year (3,786,870) 651,710 - (3,135,160)
Finance leases and hire purchase
contracts (25,709,986) 14,839,800 (20,902,917)  (31,773,103)
Net debt (29,085,874) 12,523,061 (20,902,917)  (37,465,730)

Reconcihliation of net cash flow to movement in net debt

{Decrease)increase In cash
Cash inflow from increase in loans
Cash outflow from repayment of loans

Cash outflow from repayment of capital element of
finance leases and hire purchase contracts

Change in net debt resulting from cash flows

New finance leases
Movement in net debt
Net debt at 1 June
Net debt at 31 May

Cash flow relating to exceptional items

Note

2013 2012
£ £
(2,955,205) 649,654
- (2,044,300)
638,466 547,488
14,839,800 9,998,719
12,523,061 9,151,561

(20,902,817)

(23,806,044)

(8,379,856)
(29,085,874)

(14,654,483)
(14,431,391)

(37,465,730Q)

(29,085,874)

The cash inflows included within sale of tangible fixed assets represent those received for which the
profit on disposal 1s shown as an exceptional item within the profit and loss account

Major non-cash transactions

During the year the company entered into finance leases In respect of capital equipment with a capital

value at the inception of the lease of £20,902,917 (2012 £23,806,044)

The notes on pages 12 to 31 form an integral part of these financial statements
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013

1 Accounting policies

Basis of preparation
The financial statements have been prepared under the histornical cost convention

The group's business activities, together with the factors lkely to affect its future development,
performance and position are set out in the Directors' Report on pages 2 to 4 This report also
includes the group's objectives, policies and processes for managing its capital, its financial nsk
management objectives, detalls of ts financial instruments, and its exposures to credit nsk and
lquidity nsk The financial position of the group, its cash flows, hquidity position and borrowing
facilities are described in the three pnmary statements on pages 7 to 10 and the notes to the financial
statements

The group operates in the construction tndustry which 1s particularly susceptible to the consequences
of the recent recession and hquidity squeeze The specific matters affecting the group companies are
described in the directors' review of the business on page 2 The directors have taken these factors
into account i their overall assessment of the basis of preparation of the financial statements, and
are of the opinton that funds sufficient for the group's ongoing requirements for the foreseeable future
will be forthcoming from its bank and invoice discounting arrangements, and through the sale of
second hand plant i accordance with its fleet management policy Thus the directors continue to
adopt the going concern basis of accounting in preparing the annual financial statements

Basis of consolidation
The results of subsidiaries sold or acquired are included in the profit and loss account up to, or from
the date control passes Intra-group sales and profits are eliminated fully on consolidation

The accounts of H E Services (Plant Hire) Limited and Masterhitch Europe Limited have been
consolidated using the merger method of accountng as the ongmnal group emerged from a
reconstruction whereby the ultimate shareholding and control of each entity was not changed as a
result

No profit and loss account 1s presented for the company as permitted by Section 408 of the
Companies Act 2006 Its loss for the financial year was £1,462,777 (2012 - £1,052,143 profit)

Turnover
Turnover represents amounts recevable for goods and services net of VAT and trade discounts
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013
......... continued

Depreciation

Tangible fixed assets other than freehold land are stated at cost less depreciation Depreciation is
provided at rates calculated to write off the cost less estimated residual value of each asset over its
expected useful life, as follows

Asset class Depreciation method and rate

Freehold property see below

Plant and machinery 17 5% wrtten down value or 10% straight line
Fixtures and fittings 25% written down value

Motor vehicles 30% written down value

Freehold property comprises predominantly the company's freehold land and builldings at its Stroed
headquarters together with smaller sites at Castleford, Drotwich and QOkehampton Land 1s not
depreciated, and nor are freehold buildings on the basis that the estimated lives are deemed to be so
long and the estimated residual values so high that any charge for depreciation would not be
considered matenal Freehold property also includes some munor property improvements that are
depreciated at 2% straight ine per annum, which accounts for the small depreciaticn charge shown in
the financial statements An impairment review s carmed out annually and full provision 1s made in the
accounts for any impairment

Fixed asset investments
Investments In subsidianes are included in the parent company balance sheet at cost less amounts
written off

Stock and work in progress
Stock and work In progress are valued at the lower of cost and net reahsable value, after making due
allowance for obsolete and slow moving items Cost i1s determined on a first-in first-out basis

Work In progress 1s valued on the basis of direct costs plus attrbutable overheads based on normal
level of activity Prowvision 1s made for any foreseeable losses where appropnate No element of profit
ts included in the valuation of work in progress

Deferred tax

Deferred tax 1s recognised in respect of all 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 nght to pay less or to receive more tax, with the following exception

Deferred tax assets are recognised only to the extent that the directors consider that it 15 more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the
penods in which timing differences reverse, based on tax rates and laws enacted or substantively
enacted at the balance sheet date

Invoice Discounting
The group has arrangements for invoice discounting its debts In line with Financial Reporting
Standard No 5, the separate presentation method 1s adopted
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013
......... continued

Foreign currency

Monetary assets and habilities denominated in foreign currencies are translated into sterling at the
rate of exchange ruling at the balance sheet date Transactions in foreign currencies are recorded at
the rate ruling at the date of transaction All differences are taken to the profit and loss account

Hire purchase and leasing
Rentals applicable to operating leases where substantially all of the benefits and nsks of ownership
remain with the lessor are charged against profits on a straight line basts over the pernod of the lease

Assets held under hire purchase agreements are capitalised and disclosed under tangible fixed
assets at ther farr value The capttal element of the future payments is treated as a hiability and the
interest 1s charged to the profit and loss account on a 'rule of 78" basis

Financial instruments

Financial instruments are classified and accounted for, according to the substance of the contractual
arrangement, as financial assets, financial abilities or equity instruments An equity instrument 1s any
contract that evidences a residual interest in the assets of the group after deducting all of its labilities
Where shares are 1ssued, any component that creates a financial liability of the group 1s presented as
a liabilty n the balance sheet The corresponding dvidends relating to the hability component are
charged as interest expense in the profit and loss account

Pensions

The Group operates a defined contnbution scheme for the benefit of ts employees Contributions
payable are charged to the profit and loss account In the year they are payable The assets of the
scheme are held separately from those of the group companies

Operating loss

Operating loss 1s stated after charging

2013 2012
£ £

Operating leases - plant and machinery 515,611 359,789
Operating leases - cther assets 152,375 175,500
Foreign currency (gams)flosses (7.267) 6,413
Depreciation of owned assets 302,472 318,776
Depreciation of assets held under finance lease and hire purchase

contracts 7,403,498 5,828,582
Auditor's remuneration 16,000 16,000
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H E Group Limited

Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued

3 Auditor's remuneration

2013
£

Audit of the financial statements 16,000

2012
£

16,000

£8,600 (2012 - £8,600) of the fee for auditing the financial statements relates to the company

4 Other interest receivable and similar income

2013 2012
£ £
Bank interest receivable 4,665 10,194
Other interest recevable 42,478 40,699
Group Iinterest recevable 47,143 50,893
5 Interest payable and similar charges
2013 2012
£ £
Interest on bank overdrafts - 9
Interest on bank loans 90,000 60,975
Other interest payable 48,947 50,557
Hire purchase interest 1,276,996 642,598
Group (interest payable and similar charges 1,415,943 754,139
6 Taxation
Tax on (loss)/profit on ordinary activities
2013 2012
£ £
Current tax
Adjustments in respect of previous years - (300,216)
Deferred tax
Ongination and reversal of timing differences (500,058) 309,464
Total tax on (loss)/profit on ordinary activities (500,058) 9,248
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H E Group Limited

Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued

Factors affecting current tax charge for the year

Tax on (loss)/profit on ordinary activities for the year Is higher than (2012 - lower than) the standard

rate of corporation tax in the UK of 23% (2012 - 24%)

The differences are reconciled below

2013 2012
£ £

{Loss)/prafit on ordinary activiies before taxation (1,643,654) 1,377,168
Corporation tax at standard rate (378,050) 330,520
Capital allowances {923,219) (1,103,974}
Disallowable expenditure relating to depreciation and profits on

disposal 1,263,571 467,284
Disallowable expenditure 25,095 4,430
Adjustment to previous period - (300,216)
Chargeable disposals 12,603 49,551
Losses camed back - 252,189
Total current tax - {300,216}

Factors that may affect future tax charges

Based on current capital investment plans, the company expects to claim capital allowances in excess
of depreciation in future years at a similar rate to the current year This i1s due to the continued capital

investment plans which are ongoing
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......... continued

Group

Cost or valuation

At 1 June 2012
Additions
Disposals

At 31 May 2013

Depreciation
At 1 June 2012

Charge for the
year

Elminated cn
disposals

At 31 May 2013
Net book value
At 31 May 2013
At 31 May 2012

Leased assets

7 Tangible fixed assets

H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013

Freehold
land and Plant and Fixtures Motor
builldings machinery and fittings vehicles Total
£ £ £ £ £
6,810,476 43,383,634 1,284,166 266,294 51,744,570
- 22,900,647 258 123,701 23,024,807
- (10,879,100) - (82,220) (10,961,320)
6,810,476 55,405,181 1,284,425 307,775 63,807,857
35,937 9,792,725 1,076,425 177,571 11,082,658
4,869 7,607,762 54,046 39,283 7,705,970
- {4,234,131) - {75,153) (4,309,284)
40,806 13,166,356 1,130,471 141,711 14,479,344
6,769,670 42,238,825 153,954 166,064 49,328,513
6,774,539 33,590,908 207,741 88,723 40,661,912

Included within the net book value of tangible fixed assets 1s £37,139,434 (2012 - £27,731,080) in
respect of assets held under finance leases and simidar hire purchase contracts Depreciation for the
year on these assets was £7,403,498 (2012 - £5,828,582)
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued
Company

Freehold

land and Plant and Fixtures Motor

buildings machinery and fittings vehicles Total

£ £ £ £ £

Cost or valuation
At 1 June 2012 6,810,476 42 871,802 1,248,823 266,294 51,197,395
Additions - 22,900,647 259 123,701 23,024,607
Disposals - (10,879,100) - (82,220) (10,861,320)
At 31 May 2013 6,810,476 54,893,349 1,249,082 307,775 63,260,682
Depreciation
At 1 June 2012 35,937 9,280,893 1,042 574 177,571 10,536,975
Charge for the
year 4,869 7,607,762 53,673 38,293 7,705,597
Elminated on
disposals - (4,234,131) - (75,153) {4,309,284)
At 31 May 2013 40,806 12,654,524 1,096,247 141,711 13,033,288
Net book value
At 31 May 2013 6,769,670 42,238,825 152,835 166,064 49,327,394
At 31 May 2012 6,774,539 33,590,909 206,249 88,723 40,660,420

Leased assets

Included within the net book value of tangible fixed assets 1s £37,139,434 (2012 - £27,731,080) in
respect of assets held under finance leases and similar hire purchase contracts Depreciation for the
year on these assets was £7,403,498 (2012 - £5,828,582)

Investments held as fixed assets

Company

2013 2012

Shares in group undertakings and participating interests 23 23
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......... continued

H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013

Shares 1n group undertakings and participating interests

Cost
At 1 June 2012

At 31 May 2013
Net book value
At 31 May 2013
At 31 May 2012

Details of undertakings

Subsidiary
undertakings Total
£ £
23 23
23 23
23 23
23 23

Details of the investments m which the group holds 20% or more of the nominal value of any class of

share capital are as follows
Undertaking

Subsidiary undertakings

H E Services (Plant Hire} Limited
Masterhitch Europe Limited

H E Construction Services Limited
Diggers Direct Lumted
Diggerworld Limited

H E Services Limited

Hy-Tools imited

Diggerland Limited

Stocks

Stocks
Work in progress
Finished goods

Holding Shares held  Principal activity
Ordinary 100% Hire of equipment
Ordinary 100% Excavator hitches and buckets
Ordinary 100% Dormant
Ordinary 100% Dormant
Ordinary 100% Dormant
Ordinary 100% Dormant
Ordinary 100% Bormant
Ordinary 100% Dormant
Group Company
2013 2012 2013 2012
£ £ £ £
506,414 379,046 - -
67,340 91,985 - -
98,202 132,562 - 45,613
671,956 603,593 - 45,613
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued
10 Debtors
Group Company
2013 2012 2013 2012
£ £ £ £

Trade debtors 3,108,945 4,284 171 75,514 1,976,515
Amounts owed by group
undertakings - - 544,612 354,820
Other debtors 63,718 189,314 25,321 153,936
Prepayments and accrued income 133,075 135,423 125,142 124,862

3,305,738 4,608,908 770,589 2,610,133

Within the company other debtors includes amounts owed by related undertakings of £8,682 (2012
£100,139)

Within the group other debtors includes amounts owed by related undertakings of £38,575 (2012
£114,438)

11 Creditors- Amounts falling due within one year

Group Company
2013 2012 2013 2012
£ £ £ £

Bank loans and overdrafts 2,585,505 755,853 668,761 755,853
Obligations under finance lease

and hire purchase contracts 15,482,438 10,442,581 15,482,438 10,442,581
Trade creditors 639,696 499 332 340,478 260,249
Amounts owed to group

undertakings - - 2,018,009 96,481
Other taxes and social secunty 898,120 664,234 271,303 187,863
COther creditors 721,656 368,780 686,695 338,158
Accruals and deferred income 415,787 447 281 334,405 343,156

20,743,202 13,178,061 19,802,089 12,424,341
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013
......... continued

Creditors amounts falling due within one year includes the following habilities, on which secunty has
been given by the group/company

Group
2013 2012
£ £
Bank loans and overdrafts 2,585,505 755,853
Obligations under finance lease and hire purchase contracts 15,482,438 10,442,581
18,067,943 11,198,434
Company
2013 2012
£ £
Bank loans and overdrafts 668,761 755,853
Obligations under finance lease and hire purchase contracts 15,482,438 10,442 581

16,151,199 11,198,434

Within bank loans and overdrafts for the group 1s an invoice discounting creditor of £1,916,744 (2012
£nil) which 1s secured by a fixed and floating charge over the undertaking and all property and assets,
present and future, including goodwaill, bookdebts, uncalled capttal, builldings, fixtures, fixed plant and
machinery The nature of the remaning amount secured within bank loans and overdrafts for the
company and group 15 detalled in the long term creditors note

Other creditors for the company and group includes amounts owed to related undertakings of
£500,766 (2012 £250,198)

Obligations under hire purchase contracts are secured on the assets concerned

At the balance sheet date the company and group owed £nil (2012 £237,611) to suppliers of its
heavy plant and diggers under normal trade credit terms which was refinanced under hire purchase
contracts after the year end All of the plant was in use at the balance sheet date To reflect the
substance of these transactions n the accounts, a total amount of £nil (2012 £237611) has been
allocated to short term and long term hire purchase liabilities in the proporticns of £mil (2012 £59,403)
and £nil (2012 £178,208) respectively
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued

12 Creditors: Amounts falling due after more than one year

Group Company
2013 2012 2013 2012
£ £ £ £

Preference shares 400,000 400,000 400,000 400,000
Bank loans and overdrafts 2,735,160 3,388,870 2,735,160 3,386,870
Obligations under finance lease
and hire purchase contracts 16,290,665 15,267,405 16,290,665 15,267,405

19,425,825 19,054,275 19,425,825 19,054,275

Creditors amounts falling due after more than one year includes the following habilites, on which

secunty has been given by the group/company

Group

Bank loans and overdrafts

Cbligations under finance lease and hire purchase contracts

Company

Bank loans and overdrafts

Obligations under finance lease and hire purchase contracts
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2013
£

2,735,160
16,290,665

2012
£

3,386,870
15,267,405

19,025,825

18,654,275

2013
£

2,735,160
16,280,665

2012
£

3,386,870
15,267,405

19,025,825

18,654,275




H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013
......... continued

Bank loans and overdrafts for the company and group include bank loans of £3,263,683 (2012
£3,782,9086) due to HSBC (including short term elements), and terms of repayment are monthly
instalments representing principal and interest and the agreed rates of interest on the loans are either
base rate plus 1% or base rate plus 2 3% per annum The secunty given by the company and group
]

a) First legal charge over the group's headquarters at Whitewall Road, Strood

b) First legal mortgage over the freehold property lying adjacent to the group's headquarters

¢) Unlimited multlateral guarantee given by Masterhitch Eurcpe Limited and H E Services (Plant Hire)
Limited

d) Fixed and floating charges over certain other assets of the company, and those of H E Services
(Plant Hire) Limited and Masterhitch Europe Limited

e) Parallel charge over a property owned by H R Edeleanu

Bank lcans and overdrafts also include bank loans of £132,033 (2012 £251,274) due to Bank of
Ireland (including short term element) This I1s repayable in monthly instalments representing principal
and Interest and the rate of interest during the year was 2 1% This 1s secured by a chattel morigage
dated 22 June 2007 over the plant which the loan was used to purchase

Obligations under hire purchase contracts are secured on the assets concerned
Included in creditors are the following amounts due after more than five years

Group Company
2013 2012 2013 2012
£ £ £ £
After more than five years by
instalments 1,116,066 1,197,918 1,116,066 1,197,918

Preference shares classified as financial habilities
There are 400,000 Ordinary A shares of £1 which are redeemable at par on one month's notice by the
company at any time, but which in any event must be redeemed at par by 15 November 2025

The shares carry a basic cumulative dividend of 7% per annum and a participating dividend only
payable on the attainment of certain profit levels All dividends due for the penod on these shares,
whether paid or accrued, are included within the company's interest charge for the year in accordance
with FRS 25
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H E Group Limited

Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued

Obligations under finance leases and HP contracts

Amounts repayable

In one year or less on demand
Between two and five years

13 Provisions

Group

At 1 June 2012

Credited to the profit and loss account

At 31 May 2013

Analysis of deferred tax

Accelerated capital allowances

Company

At 1 June 2012

Credited to the profit and loss account

At 31 May 2013

Group Company
2013 2012 2013 2012
£ £ £ £
15,482,438 10,442,581 15,482,438 10,442,581
16,290,665 15,267,405 16,290,665 15,267,405
31,773,103 25,709,986 31,773,103 25,709,986
|
Deferred tax Total
£ £
3,437,868 3,437,868
(500,058) (500,058)
2,937,810 2,937,810
2013 2012
£ £
2,937,810 3,437,868
Deferred tax Total
£ £
3,437,868 3,437,868
(500,058) (500,058)
2,937,810 2,937,810
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013
......... continued

Analysis of deferred tax

2013 2012
£ £
Accelerated capital allowances 2,937,810 3,437,868

In accordance with Financial Reporting Standard No 19 "Deferred Tax”, provision in both the Group
and the Company has been made n full for deferred tax habilites ansing from timing differences
between the recognition of gains and losses in the financial statements and their recognition in the
company's tax computation

Deferred tax has been calculated at 23% (2012 24%)

14 Pension schemes

Defined contribution pension scheme

The group operates a defined contnbution penston scheme The pension cost charge for the year
represents contributions payable by the group to the scheme and amounted to £18,264 (2012 -
£16,889)

15 Share capital

Allotted, called up and fully paid shares
2013 2012
No £ No £

Ordinary shares of £1 each 100 100 100 100
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H E Group Limited

Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued

16 Reserves

Group

At 1 June 2012

Loss for the year
At 31 May 2013

Company

At 1 June 2012

Loss for the year

At 31 May 2013

17 Reconciliation of movement in shareholders’ funds

Group

{Loss)/profit attributable to the members of the group
Net (reduction)}addition to shareholders’ funds
Shareholders' funds at 1 June

Shareholders’ funds at 31 May
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Profit and
loss
account Total
£ £
11,370,944 11,370,844
(1,143,636} (1,143,636)
10,227,308 10,227,308
Profit and
loss
account Total
£ £
9,412,860 9,412,860
(1,462,777} (1,462,777)
7,950,083 7,950,083
2013 2012
£ £
(1,143,636) 1,367,920
(1,143,636) 1,367,920
11,371,044 10,003,124
10,227,408 11,371,044




H E Group Limited

Notes to the Financial Statements for the Year Ended 31 May 2013

......... continued

Company

(Loss)/profit attnbutable to the members of the company

Net (reduction)/addition to shareholders' funds

Shareholders’ funds at 1 June

Shareholders' funds at 31 May

Page 27

2013 2012
E £
(1.462,777) 1,062,143
(1,462,777) 1,052,143
9,412,560 8,360,817
7,950,183 9,412,960




H E Group Limited

Notes to the Financial Statements for the Year Ended 31 May 2013

veaeeas, COMUiNued

18 Commitments

Operating lease commitments

Group

As at 31 May 2013 the group had annual commitments under non-cancellable operating leases as

follows
Operating leases which expire

2013 2012
£ £
Land and buildings
Within one year §7.000 15,833
Within two and five years 25,000 179,707
Over five years 67,500 67,500
159,500 263,040
Other
Within one year 42,808 -
Within two and five years 456,480 430,715
499,288 430,715
Company

As at 31 May 2013 the company had annual commitments under non-cancellable operating leases as

follows
Operating leases which expire

2013 2012
£ £
Land and buildings
Within one year 67,000 15,000
Within two and five years - 117,000
QOver five years 67,500 67,500
134,500 199,500
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......... continued

19 Directors’ remuneration

The directors’ remuneration for the year was as follows

2013 2012
£ £
Remuneration 118,954 127,438
Company contributions paid to money purchase schemes 18,264 16,889

Durning the year the number of directors who were receiving benefits and share incentives was as
follows

2013 2012
No. No.

Accruing benefits under money purchase pension scheme 2 2

20 Particulars of employees

The average number of persons employed by the group (including directors) during the year,
analysed by category was as follows

2013 2012
No. No
Production staff 81 77
Administrative staff 70 72
Management staff 5 5
156 154
The aggregate payroll costs were as follows
2013 2012
£ £
Wages and salanes 4,121,132 3,682,860
Social secunty costs 237,517 247247
Staff pensions 18,264 16,889
4,376,913 3,946,996
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H E Group Limited
Notes to the Financial Statements for the Year Ended 31 May 2013
..... ... continued

21 Related party transactions

Other related party transactions

During the year the group made the following related party transactions

H R Edeleanu

(Director and 100% shareholder in the company)

At the beginning of the year there was a loan due to H R Edeleanu of £32,595 included in other
creditors Duning the year, there were no movements on the lcan The loan 1s interest free and
repayable on demand At the balance sheet date the amount due to H R Edeleanu was £32,595
(2012 - £32,595)

L M Edeleanu

(Close family of H R Edeleanu)

Dunng the year L M Edeleanu advanced £80,000 (2012 £nil) to the company as a working capital
loan The loan s interest free and repayable on demand At the balance sheet date the amount due to
L M Edeleanu was £80,000 (2012 - £nil)

| D Edeleanu

{Close family of H R Edeleanu)

The preference shares detailled in note 12 are owned by | D Eldeleanu and a dividend (disclosed as
interest} of £27,923 (2012 £35,300) was paid n the year At the balance sheet date the amount due
to | D Edeleanu was £15,189 (2012 - £15,265)

H R Edeleanu's proprietorship

{An entity under the control of H R Edeleanu)

Dunng the year sales of £30,956 (2012 £9,708) were made to the proprietorship in respect of the
rental of equipment

The company paid rents and rates to the propnetorship totalling £86,984 (2012 £108,977) during the
year There was an amount outstanding at the year end of £82,146 (2012 £nil) in this regard

At the beginning of the year, there was a working capital loan due to the proprietorship of £239,698
Dunng the year, the propnetaorship made net advances of £153,172 The balance outstanding in
respect of working capital loans was £392,870 at the year end

At the balance sheet date the amount due to H R Edeleanu's proprietorship was £475,016 {2012 -
£239,698)

HE SAS Pension Fund

(An entity under the control of H R Edeleanu)

During the year the group paid rent and rates expenses totalling £86,333 (2012 £101,500) tothe HE
SAS Pension Fund At the balance sheet date the amount due to HE SAS Pension Fund was £23,250
(2012 - £10,500)
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S continued

HE Solar LLP

(A partnership of which H E Group 1s a designated member)

Dunng the year the company charged £94,732 (2012 £94,732) to H E Solar LLP for the rental of
equipment The balance outstanding at the year end in respect of this trading actmvity was £nil (2012
£725) which was included in other debtors

At the beginning of the year, there was an amount owed to the company of £55,953 included in other
debtors wn respect of loans advanced to the LLP During the year, there have been further loan
advances to H E Solar LLP of £39,621 less LLP losses incurred of £94, 213 At the balance sheet date
the amount due from H E Solar LLP was £1,361 (2012 - £55,953)

Allsafety Limited

{An entity which operates the "Diggerland” trade, the nghts of which are owned by H R Edeleanu)
During the year, the group provided services totalling £463,218 (2012 £599,769) to Allsafety Limited
and receved advertising and marketing support for which the group was in turn charged £75,000
{2012 £75,000) Atthe balance sheet date the amount due from Allsafety Limited was £37,214 (2012
- £60,760)

The company has taken advantage of the exemption in FRS8 “Related Party Disclosures” from
disclosing transactions with other members of the group

22 Control

The company I1s controlled by H R Edeleanu, a director who owns 100% of the called up share capital
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