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20 Employee benefits (continued)

Liabilities for defined benefit obligations

Principal actuarial assumptions at the balance sheet date (expressed as weighted averages):

2008 2007

Discount rate (AA corporate bond rate) 6.7% 5.8%

Inflation 2.8% 3.2%

Future pension increases 2.8% 3.0%

Expected return on Scheme assets 6.0% 6.3%

Future expected lifetime of pensioner at age 65 (years):

Male: 20.4 19.3

Female: 23.4 21.9

Changes in the present value of the defined benefit obligation are as follows:

2008 2007

£’000 £’000

Benefit obligation at 1 January 194,782 209,152

Past service credit - (1,099)

Interest cost 11,106 10,506

Actuarial gain (31,184) (17,749)

Benefits paid (7,392) (6,028)

Benefit obligation at 31 December 167,312 194,782

Changes in the fair value of Scheme assets are as follows:

2008 2007

£’000 £’000

Fair value of Scheme assets at 1 January 176,987 167,207

Expected return on Scheme assets 11,148 10,875

Actuarial (loss) / gain (3,530) 33

Employer contribution 6,600 4,900

Benefits paid (7,392) (6,028)

Fair value of Scheme assets at 31 December 183,813 176,987
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Notes to the Consolidated Financial Statements (continued)

20 Employee benefits (continued)

The fair value of Scheme assets at the balance sheet date is analysed as follows:

2008 2007

£’000 % £’000 %

Equities 61,134 33 81,255 46

Bonds 19,327 11 50,740 29

Cash 4,207 2 5,246 3

Insured pensioners 1,323 1 1,534 1

Liability driven investments 97,822 53 38,212 21

183,813 100 176,987 100

The expected return on assets for the period is calculated as the average of the expected long-term returns on the various

asset classes, weighted by the Scheme's holdings of those asset classes.

The Scheme has no investments in the Company or in property occupied by the Company.

Share-based payments

Share based payment awards have been made during the year in accordance with the rules of the Marshalls plc 2005 Long

Term Incentive Plan (the “LTIP”).  Under the LTIP rules Executive Directors are required to invest a minimum of 50 per cent of

their annual bonus in the LTIP subject to the achievement of share ownership targets.  Other eligible employees are entitled

to invest a stated percentage of their annual bonus into the LTIP on a voluntary basis.  The annual bonus investment is used

to purchase Investment Shares and eligible employees receive a Matching Share award, subject to defined limits, and subject

to the achievement of a three year earnings per share performance target.

The Matching Share award is dependent on an improvement in reported EPS measured using International Financial

Reporting Standards and is subject to the discretion of the Remuneration Committee with regard to one off items.  Full

details of the performance criteria are set out in the Directors' Remuneration Report on pages 44 to 54.

The terms and conditions of the grants are as follows.  All options are settled by physical delivery of shares.  The exercise price

is nil in relation to any of these grants and no entitlement to dividends during the vesting period.  There are no market

conditions associated with these instruments.

Number of Date of grant Vesting 

instruments period

Equity settled awards granted to Directors of Marshalls plc 327,920 16 March 2007 3 years

183,375 17 May 2007 3 years

496,401 10 March 2008 3 years

213,992 13 March 2008 3 years

Equity settled awards granted to employees of Marshalls Group plc 55,142 16 March 2007 3 years

50,126 17 May 2007 3 years

2,638 7 September 2007 3 years

36,823 10 March 2008 3 years

177,652 13 March 2008 3 years

1,544,069
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20 Employee benefits (continued)

Weighted Weighted

average average

exercise price exercise price

(pence per Number of (pence per Number of

share) options share) options

2008 2008 2007 2007

Outstanding at 1 January 346 891,846 345 258,798

Granted 249 924,868 346 639,115

Forfeited 353 (28,584) 335 (6,067)

Lapsed 345 (244,061) - -

Outstanding at 31 December 288 1,544,069 346 891,846

There were no share options exercised or that expired during the period.  None of the options were exercisable at 31

December 2008.

The fair value of services received in return for Matching Shares granted are measured by reference to the fair value

of these awards at the date of grant.  The estimate of the fair value of the services received is measured based on a

Black-Scholes valuation model.  

13 March 10 March 7 September 17  May 16 March

2008 2008 2007 2007 2007

grant grant grant grant grant

Fair value at grant date (pence per share) 220 216 335 335 296

Share price on date of grant (pence per share) 248 249 379 379 326

Expected volatility used in the modelling

under the Black-Scholes valuation model 14.0% 14.0% 14.0% 14.0% 14.0%

Dividend yield 4.0% 4.0% 4.0% 4.0% 4.0%

Risk-free interest rate (based on national 

government bonds) 5.25% 5.25% 5.50% 5.50% 5.25%

The Company's share price at 31 December 2008 was 90p.

The expected volatility is wholly based on the historic volatility (since the Scheme of Arrangement in July 2004),

adjusted for any expected changes to future volatility due to publicly available information.

The total income / expenses recognised for the period arising from share based payments are as follows:

2008 2007

£’000 £’000

Awards granted in 2007 - 744

Effect of changes in the number of shares expected to vest (994) -

Total (income)/expense recognised as employee costs (994) 744

Further details in relation to the Directors are set out in the Directors’ Remuneration Report on pages 44 to 54.

Employee profit sharing scheme

At 31 December 2008 the scheme held 42,414 (2007: 42,414) ordinary shares in the Company.

Marshalls report 2008:Marshalls Text_  26/3/09  13:42  Page 89



Marshalls plc     Annual Report 200890

Notes to the Consolidated Financial Statements (continued)

21 Deferred taxation

Recognised deferred taxation assets and liabilities 

Assets Liabilities

2008 2007 2008 2007

£’000 £’000 £’000 £’000

Property, plant and equipment - - (20,176) (21,407)

Intangible assets (software) - - (55) (82)

Intangible assets acquired - - (1,451) (1,727)

Inventories - - (872) (840)

Employee benefits - 4,983 (4,620) -

Pension contributions 712 1,424 - -

Equity settled share based expenses - 278 - -

Other items 50 370 (2,278) (2,136)

Tax assets/(liabilities) 762 7,055 (29,452) (26,192)

The deferred taxation liability of £4,620,000 (2007: £4,983,000 deferred taxation asset) in relation to employee

benefits is in respect of the net surplus for the defined benefit obligations of £16,501,000 (2007: £17,795,000 net

liability) (Note 20) calculated at 28 per cent (2007: 28 per cent).

Included within this movement is a recognition of a deferred taxation asset with a corresponding credit to deferred

taxation expense in the Consolidated Income Statement in respect of the pension contributions.  Current tax relief is

obtained on total pension contributions of this magnitude over a four year period with relief in the current year

based on 110 per cent of prior year contributions plus 25 per cent of the remaining total contributions.
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21 Deferred taxation (continued)

Movement in temporary differences 

Year ended 31 December 2008 1 January Recognised Recognised on Recognised 31 December

2008 in income acquisition of in equity 2008

subsidiary 

undertakings

£’000 £’000 £’000 £’000 £’000

Property, plant and equipment (21,407) 1,231 - - (20,176)

Intangible assets (software) (82) 27 - - (55)

Intangible assets acquired (1,727) 276 - - (1,451)

Inventories (840) (32) - - (872)

Employee benefits 4,983 (1,861) - (7,742) (4,620)

Pension contributions 1,424 (712) - - 712

Equity settled share based  expenses 278 (278) - - -

Other items (1,766) (508) - 46 (2,228)

(19,137) (1,857) - (7,696) (28,690)

Year ended 31 December 2007 1 January Recognised Recognised on Recognised 31 December

2007 in income acquisition in equity 2007

of subsidiary

undertakings

£’000 £’000 £’000 £’000 £’000

Property, plant and equipment (21,272) 228 (363) - (21,407)

Intangible assets (software) - (82) - - (82)

Intangible assets acquired (1,921) 278 (84) - (1,727)

Inventories (900) 60 - - (840)

Employee benefits 12,584 (2,429) - (5,172) 4,983

Pension contributions 2,047 (623) - - 1,424

Equity settled share based  expenses 75 203 - - 278

Other items (2,127) 219 142 - (1,766)

(11,514) (2,146) (305) (5,172) (19,137)
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22 Capital and reserves

Share Share Own Capital Consolidation Hedging Retained

capital premium shares redemption reserve reserve earnings

account reserve

£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2007 35,777 2,732 (453) 73,298 (213,067) (6) 286,261

Purchase of own shares - - (8,413) - - - -

Share based expenses - - - - - - 744

Share premium adjustment - 2 - - - - -

Redemption of B shares - - - 2,096 - - (2,096)

Profit for the financial

period attributable to

equity shareholders of

the parent - - - - - - 30,251

Dividends to shareholders - - - - - - (19,098)

Actuarial gain on defined

benefit pension scheme - - - - - - 17,782

Decrease in fair value of

hedging derivatives - - - - - 3 -

Deferred taxation arising - - - - - - (5,172)

Total movements in the

year - 2 (8,413) 2,096 - 3 22,411

At 31 December 2007 35,777 2,734 (8,866) 75,394 (213,067) (3) 308,672

At 1 January 2008 35,777 2,734 (8,866) 75,394 (213,067) (3) 308,672
Purchase of own shares - - (606) - - - -
Share based expenses - - - - - - (994)
Loss for the financial  period

attributable to equity share

holders of the parent - - - - - - (6,221)
Dividends to shareholders - - - - - - (19,374)
Actuarial gain on defined

benefit pension scheme - - - - - - 27,654
Increase in fair value of

hedging derivatives - - - - - (167) -
Deferred taxation arising - - - - - 46 (7,742)

Total movements in the 

year - - (606) - - (121) (6,677)

At 31 December 2008 35,777 2,734 (9,472) 75,394 (213,067) (124) 301,995
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22 Capital and reserves (continued)

Share capital

Authorised Issued

2008 2007 2008 2007

£’000 £’000 £’000 £’000

At 31 December and 1 January 75,000 75,000 35,777 35,777

Number of 25 pence ordinary shares 300,000,000 300,000,000 143,106,254 143,106,254

Capital redemption reserve

On 30 June 2007 4,658,304 B shares were redeemed at 45 pence per share and an amount of £2,096,000 was paid

to shareholders.  As a consequence of these redemptions, an amount of £2,096,000 was transferred to the capital

redemption reserve from retained earnings.

Consolidation reserve

On 8 July 2004 Marshalls plc was introduced as the new holding company of the Group by way of a Court approved

Scheme of Arrangement under Section 425 of the Companies Act 1985.  The restructuring was accounted for as a

capital reorganisation and accounting principles were applied as if the Company had always been the holding

company of the Group.  The difference between the aggregate nominal value of the new shares issued by the

Company and the called up share capital, capital redemption reserve and share premium account of Marshalls

Group plc (the previous holding company) was transferred to a consolidation reserve.

Dividends

After the balance sheet date the following dividends were proposed by the Directors.  The dividends have not been

provided and there were no income tax consequences.

2008 2007

£’000 £’000

1.45 pence (2007: 9.30 pence) per ordinary share 2,025 13,009
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Notes to the Consolidated Financial Statements (continued)

23 Notes to the cash flow statement
2008 2007

£’000 £’000

23(i) Cash flows from operating activities
(Loss)/profit before tax (4,527) 42,103
Adjustments for:
Depreciation 21,438 21,059
Amortisation 841 661
Works closure costs and asset impairments 26,989 -
Share of results of associates 69 -
Negative goodwill - (700)
Gain on sale of property, plant & equipment (2,705) (2,856)
Equity settled share based expenses (994) 744
Financial income and expenses (net) 8,154 6,707

Operating cash flow before changes   
in working capital, employee benefits and
pension scheme contributions 49,265 67,718

Decrease/(increase) in trade and other receivables 10,924 (7,403)
Increase in inventories (7,675) (13,815)
(Decrease)/increase in trade and other payables (5,227) 2,723
Works closure costs paid (5,976) -
Decrease in employee benefits - (1,099)
Pension scheme contributions (6,600) (4,400)

Cash generated from the operations 34,711 43,724
Financial expenses paid (8,095) (6,729)
Non equity dividends paid - (42)
Income tax paid (4,738) (9,287)

Net cash flow from operating activities 21,878 27,666

23(ii) Cash flows from investing activities
Proceeds from sale of property, plant and equipment 11,495 2,960
Financial income received 325 14
Acquisition of subsidiaries and investments in associates (6,077) (12,604)
Bank overdraft acquired with subsidiaries - (240)
Acquisition of property, plant & equipment (21,242) (30,605)
Acquisition of intangible assets (803) (1,102)

Net cash flow from investing activities (16,302) (41,577)

23(iii) Cash flows from financing activities
Payments to acquire own shares (606) (8,413)
Net decrease in other debt and finance leases (237) (414)
Redemption of B shares - (2,408)
Increase in borrowings 43,000 17,400
Equity dividends paid (19,374) (19,098)

Net cash flow from financing activities 22,783 (12,933)
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24 Analysis of net debt

1 January Cash flow 31 December 

2008 2008

£’000 £’000 £’000

Cash at bank and in hand 19 519 538

Overdrafts (27,840) 27,840 -

(27,821) 28,359 538

Debt due within one year (7,000) (16,327) (23,327)

Debt due after one year (61,727) (26,673) (88,400)

Finance leases (378) 237 (141)

(96,926) (14,404) (111,330)

25 Acquisitions of subsidiaries

Year ended 31 December 2008

On 28 August 2008 the Group acquired Gwryhd Quarries, a quarrying business specialising in natural stone paving

and walling products.

Recognised Fair value Carrying 

values adjustments amount

£’000 £’000 £’000

Property, plant and equipment (Note 10) 2,863 1,709 4,572

Inventories 149 - 149

Trade and other receivables 282 - 282

Trade and other payables (220) - (220)              

Net identifiable assets and liabilities 3,074 1,709 4,783

Goodwill on acquisition -

Satisfied by:

Cash consideration 3,500

Deferred consideration 750

Professional fees paid 370

Professional fees accrued 163

4,783

Marshalls report 2008:Marshalls Text_  26/3/09  13:42  Page 95



Marshalls plc     Annual Report 200896

Notes to the Consolidated Financial Statements (continued)

25 Acquisitions of subsidiaries (continued)

Year ended 31 December 2008 (continued)

Fair value adjustments reflect the recognition of tangible assets ("mineral reserves"), the recognition of liabilities on

an accruals basis, deferred taxation liabilities in respect of tangible assets and the application of the Group's

accounting policies.  The result of this business has been included in the Consolidated Group Financial Statements

using the acquisition method of accounting, from the date of purchase.  The post acquisition results are not

considered to be material and no separate disclosure has been provided in these Consolidated Financial Statements.

In addition, the revenue and profit that would have been generated had this acquisition been at the beginning of the

period have not been disclosed.  These are not considered material.

Analysis of net cash outflow:

£’000

Acquisitions in the year (see above) 3,870

Adjustments to the carrying amounts in relation to acquisitions made in the prior

year (including payment of professional fees previously accrued) 31

Investment in Associates (Note 12) 2,176

Net cash outflow 6,077

Year ended 31 December 2007

On 12 January 2007 the Group acquired the entire issued share capital of Clearwell Quarries Limited, a limestone

quarry in the south west of England.

On 5 February 2007 the Group acquired the entire issued share capital of Ollerton Limited, a specialist manufacturer

of street furniture and outdoor structures.

On 25 June 2007 the Group acquired quarries and a natural stone walling business in the north of England.

The following disclosures are given in aggregate for all acquisitions in the year.

The following disclosures are given in aggregate for Recognised Fair value Carrying 

all acquisitions in the year: values adjustments amount

£’000 £’000 £’000

Property, plant and equipment (Note 10) 4,494 1,232 5,726

Intangible assets (Note 11) - 300 300

Inventories 828 21 849

Trade and other receivables 1,174 - 1,174

Cash and cash equivalents (net of bank overdrafts) (240) - (240)

Trade and other payables (1,360) (353) (1,713)

Deferred taxation (Note 21) - (305) (305)

Net identified assets and liabilities 4,896 895 5,791

Goodwill on acquisition 6,005

Satisfied by:

Cash consideration 11,104

Professional fees paid 444

Professional fees accrued 248

11,796
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25 Acquisitions of subsidiaries (continued)

Year ended 31 December 2007 (continued)

Fair value adjustments reflect the recognition of intangible assets (“Trademarks” and “Know-how”), the recognition of

liabilities on an accruals basis, deferred taxation liabilities in respect of intangible assets and the application of the

Group’s accounting policies.  The results of these businesses have been included in the Consolidated Group Financial

Statements using the acquisition method of accounting, from the date of purchase.  The post acquisition results are

not considered to be material and no separate disclosure has been provided in these Consolidated Financial

Statements.  In addition, the revenue and profit that would have been generated had these acquisitions been at the

beginning of the period have not been disclosed.  These are not considered material.

Goodwill arising on the above acquisitions represents integration synergies which include both the ability to sell new

product lines through the existing Marshalls network and the opportunity to market our existing products through

additional distribution channels.

Goodwill arising on the acquisition of Clearwell Quarries has been reclassified as mineral reserves and transferred to

Property, Plant and Equipment as disclosed in Note 11.

Analysis of movements in goodwill:

£’000

Acquisitions in the year (see above) 6,005

Negative goodwill arising on acquisition in the year (Note 3) 700

Adjustments to carrying amounts in relation to acquisitions made in the prior year (350)

Additions to goodwill (Note 11) 6,355

The adjustments to the carrying amounts in relation to acquisitions made in the prior year relate to a re-assessment

of contingent consideration and additional professional fees.

Analysis of net cash outflow:

£’000

Acquisitions in the year (see above) 11,548

Adjustments to carrying amounts in relation to acquisitions made in the prior year

(including payment of professional fees previously accrued) 1,056

Net cash outflow (Note 23) 12,604
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Notes to the Consolidated Financial Statements (continued)

26 Operating leases 

2008 2007

£’000 £’000

At 31 December 2008 the Group had commitments under non-cancellable 

operating leases in respect of property, plant and machinery as follows:

Expiring:

within one year 552 1,978

between two and five years 25,502 12,092

More than five years 19,417 21,386

45,471 35,456

Certain leased properties have been sublet by the Group. In each case the sublease expires in 2009. Sublease payments of

£19,800 (2007: £47,500) are expected to be received during the following financial year.  An amount of £47,500 (2007:

£47,500) was recognised as income in the Consolidated Income Statement within net operating costs in respect of subleases.

27 Contingencies

Royal Bank of Scotland plc has issued on behalf of Marshalls plc, irrevocable letters of credit totalling £2,400,000 (2007:

£2,225,000) in respect of the Group’s employers liability insurance cover with Mitsui Sumitomo Insurance (London

Management) Limited.  These sums relate to the Group’s cap on self insurance in relation to the periods ending between 31

October 2005 and 31 October 2009 inclusive.

28 Related parties

Identity of related parties

The Group has a related party relationship with its Directors and Executive Officers.

Transactions with key management personnel

Directors of the Company and senior executives (together defined as Persons Discharging Managerial Responsibility) and

their immediate relatives, control 0.53 per cent (2007: 0.40 per cent) of the voting shares of the Company. 

In addition to their salaries, the Group also provides non-cash benefits to Directors and senior executives, and contributes to

a defined contribution scheme on their behalf.   Further details in relation to Directors are disclosed in the Directors’

Remuneration Report on pages 44 to 54.  Senior executives have received Matching Share awards under the LTIP comprising

in aggregate 59,837 shares (2007: 73,115 shares).

29 Post Balance Sheet Events

Since the year end the Group has announced the closure of its concrete manufacturing operations at Llay.  The one off costs

of closing these operations, which will be accounted for in 2009, are expected to be approximately £5 million.
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30 Accounting estimates and judgements

Management discussed with the Audit Committee the development, selection and disclosure of the Group’s critical

accounting policies and estimates and the application of these policies and estimates.  The accounting policies are set out

in Note 1 on pages 61 to 69.

In relation to the Group’s intangible fixed assets (Note 11) impairment tests have been undertaken using commercial

judgement and a number of assumptions and estimates to support their carrying amounts.  Determining whether goodwill

is impaired requires an estimation of the value in use of the CGUs to which goodwill has been allocated.  The value in use

calculation involves an estimation of the future cash flows of CGUs and also the selection of appropriate discount rates in

order to calculate present values.

Note 19 contains information about the assumptions and their risk factors relating to interest rate and foreign currency

exposures.

Note 20 contains information about the principal actuarial assumptions used in the determination of defined benefit

pension obligations.  These key assumptions include discount rates, the expected return on net assets, inflation rates and

mortality rates and have been determined following advice received from an independent qualified actuary.

Note 21 contains details of the Group's deferred taxation.  Liabilities recognised are determined by reference to the

likelihood of settlement and the likelihood that assets are received is based on assumptions of future actions.
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Company Balance Sheet
at 31 December 2008

Notes 2008 2007

£’000 £’000

Fixed assets

Investments 35 338,340 288,531

Current assets

Debtors 36 11,003 79,235

Cash at bank and in hand 338 338

Net current assets 11,341 79,573

Net assets 349,681 368,104

Capital and reserves

Called up share capital 38 35,777 35,777

Share premium account 39 2,734 2,734

Own shares 39 (9,472) (8,866)

Capital redemption reserve 39 75,394 75,394

Other reserve 39 - 191

Profit and loss account 39 245,248 262,874

Equity shareholders’ funds 349,681 368,104

Approved at a Directors’ meeting on 6 March 2009.

On behalf of the Board:

D.G. Holden I.D. Burrell

Chief Executive Finance Director

The notes on pages 101 to 106 form part of these Company Financial Statements.

100
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Company Reconciliation of Movements in Shareholders’ Funds
for the year ended 31 December 2008

2008 2007

£’000 £’000

Profit for the financial year 2,551 104,618

Equity dividends (19,374) (19,098)

(Deficit)/retained profit for the financial year (16,823) 85,520

Share premium adjustment - 2

Purchase of own shares (606) (8,413)

Share based expenses (994) 744

Net (reduction in)/additions to shareholders’ funds (18,423) 77,853

Shareholders’ funds at beginning of year 368,104 290,251

Shareholders’ funds at end of year 349,681 368,104

The notes on pages 101 to 106 form part of these Company Financial Statements.

Notes to the Company Financial Statements

31 Accounting policies

The following paragraphs summarise the main accounting policies of the Company, which have been applied

consistently in dealing with items which are considered material in relation to the Company’s Financial Statements.

The Company is exempt from the requirement to give its own disclosures as the entity forms part of the

Consolidated Financial Statements of Marshalls plc which has included disclosures under IFRS7 - "Financial

Instruments: Disclosures".

(a) Basis of preparation

The Company Financial Statements are prepared under the historical cost convention and in accordance with

applicable accounting standards.  There is no material difference between historical cost profits and those

reported in the profit and loss account.

Under section 230(4) of the Companies Act 1985 the Company is exempt from the requirement to present its

own profit and loss account.

Under FRS 1 the Company is exempt from the requirement to prepare a cash flow statement on the grounds that

the consolidated cash flows for all Group companies are included within the Consolidated Financial Statements.

As these Parent Company Financial Statements are presented together with the Consolidated Financial

Statements, the Company has taken advantage of the exemption contained in FRS 8 and has therefore not

disclosed transactions or balances with entities which form part of the Group (or investees of the Group

qualifying as related parties).  The Consolidated Financial Statements of Marshalls plc within which this Company

is included are set out on page 58 to 99.

(b) Investments

Fixed asset investments are stated at cost less provision for impairment where appropriate. The Directors

consider annually whether a provision against the value of investments on an individual basis is required.  Such

provisions are charged in the profit and loss account in the year.
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(c) Pension costs

Defined benefit scheme

The Company participates in a group wide pension scheme providing benefits based on final pensionable pay.

The defined benefit section of the Scheme was closed to future service accrual in July 2006.  The assets of the

Scheme are held separately from those of the Company.  The Company is unable to identify its share of the

underlying assets and liabilities of the scheme on a consistent and reasonable basis and therefore, as required by

FRS 17 - “Retirement benefits”, the Company has accounted for the Scheme as if it were a defined contribution

scheme.

Defined contribution scheme

Contributions to the Group’s defined contribution Pension Scheme are determined as a percentage of

employees’ earnings and are charged to the profit and loss account as incurred.

(d) Share-based payment transactions

The Company enters into equity-settled share-based payment transactions with its employees and its

subsidiaries' employees.  In particular, annual awards are made to Directors under a long term incentive plan.

The long term incentive plan allows Company employees to acquire shares of Marshalls plc.  The fair value of

options granted to Company employees is recognised as an employee expense with a corresponding increase in

equity.  The fair value is measured at grant date and spread over the period during which the employees become

unconditionally entitled to the options.  The fair value of the options granted is measured using an option

valuation model, taking into account the terms and conditions upon which the options were granted.  The

amount recognised as an expense is adjusted to reflect the actual number of share options that vest.  Where the

Company grants options over its own shares to the employees of its subsidiaries it recognises an increase in the

cost of investment in its subsidiaries equivalent to the equity-settled share-based payment charge recognised in

its subsidiary's financial statements with the corresponding credit being recognised directly in equity.

(e) Own shares held by employee benefit trust

Transactions of the Group-sponsored employee benefit trust are included in the Group Financial Statements.  In

particular, the trust’s purchases of shares in the Company are debited directly to equity.

(f) Cash and liquid resources

Cash comprises cash in hand and deposits repayable on demand, less overdrafts repayable on demand.

Liquid resources are current asset investments which are disposable without curtailing or disrupting the business

and are either readily convertible into known amounts of cash, at or close to their carrying values, or traded in an

active market.  Liquid resources comprise term deposits of less than one year.

(g) Leased assets

Elements of plant and machinery are subject to finance leases giving rights approximating to ownership.  Such

assets are treated as though they had been purchased outright and are included in tangible fixed assets at a

value equal to the present value of the minimum lease payments to be made during the term of the lease.  The

total amount of the future obligations outstanding is included in creditors.

The amount included in tangible fixed assets is written off over the shorter of the useful life of the asset or the

term of the lease.

The rental cost of all operating leases is charged to the profit and loss account on a straight line basis over the

lives of the leases.

(h) Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or

substantively enacted at the balance sheet date, and any adjustment to tax payable, in respect of previous years.
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31 Accounting policies (continued)

(i) Deferred taxation

Full provision is made for deferred taxation resulting from timing differences, other than those specifically

excluded by FRS19 - “Deferred Taxation”, between profits computed for taxation purposes and profits stated in

the Financial Statements to the extent that there is an obligation to pay more tax in the future as a result of those

timing differences.  Deferred taxation assets are recognised to the extent that they are expected to be

recoverable.  Deferred taxation assets and liabilities are not discounted.

(j) Financial guarantees

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies

within the Group, the Company considers these to be insurance arrangements, and accounts for them as such.  In

this respect, the Company treats the guarantee contract as a contingent liability until such time as it becomes

probable that the Company will be required to make a payment under the guarantee.

(k) Dividends

Dividends on non-equity shares are recognised as a liability and accounted for on an accruals basis.  Equity

dividends are recognised as a liability in the period in which they are declared (appropriately authorised and no

longer at the discretion of the Company).

32 Operating costs

The audit fee for the Company was £20,000 (2007: £20,000).  This is in respect of the audit of the Financial Statements.

Fees paid to the Company's auditors for services other than the statutory audit of the Company are not disclosed in

the Notes to the Company Financial Statements since the consolidated accounts of the Group are required to

disclose non-audit fees on a consolidated basis.

33 Employees

The average number of persons (including Directors) employed by the Company during the year was 22 (2007: 22).

Personnel costs (including Directors) charged in the Company Financial Statements amounted to £2,703,000 (2007:

£3,616,000).

Details of Directors’ remuneration, share options, long term incentive plans and Directors’ pension entitlements are

disclosed in the Directors’ Remuneration Report on pages 44 to 54.

34 Ordinary dividends: equity shares

2008 2007

per share £’000 per share £’000

2007 Final: paid 4 July 2008 9.30p 13,009 8.85p 12,653

2008 Interim: paid 3 December 2008 4.55p 6,365 4.55p 6,445

13.85p 19,374 13.40p 19,098

After the balance sheet date the following dividends were proposed by the Directors.  The dividends have not been 

provided and there were no income tax consequences.

2008 2007

£’000 £’000

1.45 pence (2007: 9.30 pence) per ordinary share 2,025 13,009
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35 Investments

£’000

At 1 January 2008 288,531

Additions 50,000

Decrease in the year (191)

At 31 December 2008 338,340

Investments comprise shares in the subsidiary undertaking, Marshalls Group plc.

The increase in the year of £50,000,000 represents the allotment of 200,000,000 new 25 pence ordinary shares by

Marshalls Group plc on 22 December 2008.

The decrease in the year of £191,000 represents an adjustment to the number of shares expected to vest in respect

of LTIP awards granted to employees of Marshalls Group Limited.

The principal wholly owned subsidiary undertakings of Marshalls plc at 31 December 2008 are set out below.  All the

companies operate within the United Kingdom and are registered in England and Wales.

Subsidiaries Principal activities

Marshalls Group plc Intermediate holding company.

Marshalls Mono Limited * Landscape products manufacturer and supplier and quarry owner supplying a wide

variety of paving, street furniture and natural stone products.

* held by subsidiary undertaking

36 Debtors

2008 2007

£’000 £’000

Amounts owed by subsidiary undertakings 10,166 77,940

Corporation tax 835 1,293

Other debtors 2 2

11,003 79,235

No debtors were due after more than one year.

37 Deferred taxation

There is no deferred taxation in the Company.
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38 Share capital

As at 31 December 2008, the authorised, issued and fully paid up share capital was as follows:

Authorised

2008 2008 2007 2007

Number Nominal Number Nominal

Value Value

£’000 £’000

Ordinary Shares 300,000,000 75,000 300,000,000 75,000

Issued and paid up

2008 2008 2007 2007

Number Nominal Number Nominal

Value Value

£’000 £’000

Ordinary Shares 143,106,254 35,777 143,106,254 35,777

Disclosures regarding share based payments are given in Note 20 on pages 88 to 89. 

39 Share capital and reserves

Ordinary Share Own Capital Equity Profit and 
share premium shares redemption reserve loss account

capital account reserve
£’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2008 35,777 2,734 (8,866) 75,394 191 262,874
Purchase of own shares - - (606) - - -
Share based expenses - - - - (191) (803)
Deficit for the financial year

(net of dividends) - - - - - (16,823)

At 31 December 2008 35,777 2,734 (9,472) 75,394 - 245,248

40 Capital and leasing commitments

The Company had no capital or leasing commitments at 31 December 2008 or 31 December 2007.

41 Bank facilities

The Group’s banking arrangements are in respect of Marshalls plc, Marshalls Group plc and Marshalls Mono Limited
with each company being nominated borrowers. The operational banking activities of the Group are undertaken by
Marshalls Group plc and the Group’s bank debt is largely included in Marshall’s Group plc’s balance sheet.

42 Contingent liabilities

Royal Bank of Scotland plc has issued, on behalf of Marshalls plc, irrevocable letters of credit totalling £2,400,000
(2007: £2,225,000) in respect of the Group’s employers liability insurance cover with Mitsui Sumitomo Insurance
(London Management) Limited.  These sums relate to the Group’s cap on self insurance in relation to the periods
ending between 31 October 2005 and 31 October 2009 inclusive.
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43 Pension scheme

The Company is the sponsoring employer of the Marshalls plc Pension Scheme (the “Scheme”) which has both a

defined benefit and a defined contribution section.  The assets of the Scheme are held in separately managed funds

which are independent of the Group’s finances.  As set out in Note 20 the Group introduced a new defined

contribution section to the Scheme to replace the existing defined benefit section which closed to future service

accrual on 1 July 2006.

Full details of the Scheme are provided in Note 20.  The Company is unable to identify its share of the Scheme assets

and liabilities on a consistent and reasonable basis.  Accordingly, as permitted by FRS 17 - “Retirement benefits”, the

Scheme has been accounted for in these Company Financial Statements as if the Scheme was a defined contribution

scheme.

The latest funding valuation of the Scheme was carried out as at 6 April 2008 and was updated for FRS 17 purposes

to 31 December 2008 by a qualified independent Actuary.  Certain employees are members of the Company’s

defined contribution scheme which invests funds in which the contributions for each individual member are

separately identifiable and the benefits calculated accordingly.

The Group deficit on an FRS17 basis at 31 December 2008 was £nil (2007: £17,795,000).

Notes to the Company Financial Statements (continued)
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Shareholder Information

Shareholder analysis at 31 December 2008

Size of Number of Number of

Shareholding Shareholders % Ordinary Shares %

1 to 500 2,137 37.27 334,897 0.25

501 to 1,000 803 14.01 620,165 0.43

1,001 to 2,500 1,188 20.72 2,017,291 1.41

2,501 to 5,000 725 12.65 2,555,110 1.79

5,001 to 10,000 374 6.52 2,668,322 1.86

10,001 to 25,000 182 3.17 2,892,006 2.02

25,001 to 100,000 153 2.67 7,771,585 5.43

100,001 to 250,000 70 1.22 10,996,540 7.68

250,001 to 500,000 41 0.72 15,219,148 10.63

500,001 and above 60 1.05 98,031,190 68.50

5,733 100.00 143,106,254 100.00

Financial calendar

Preliminary Announcement of results for the year ended

31 December 2008 Announced 6 March 2009

Annual General Meeting 14 May 2009

Final dividend for the year ended 31 December 2008 Payable 3 July 2009

Interim results for the year ending 31 December 2009 Announcement 28 August 2009

Interim dividend for the year ending 31 December 2009 Payable 4 December 2009

Results for the year ending 31 December 2009 Announcement Early March 2010

Registrars and general

All administrative enquiries relating to shareholdings should, in the first instance, be directed to Computershare Investor

Services plc, PO Box 82, The Pavilions, Bridgwater Road, Bristol BS99 7NH, telephone: 0870 702 0000, fax: 0870 703 6116, and

clearly state the registered shareholder’s name and address.

Amalgamation of shareholdings

If you are receiving more than one copy of our Annual Report, this may be because you have several accounts on our Share

Register.  If you would like these accounts amalgamated, this can be done without charge if you write to the Registrar

enclosing your Share Certificates.

Dividend mandate

Any shareholder wishing dividends to be paid directly into a bank or building society should contact the Registrar for a

dividend mandate form.  Dividends paid in this way will be paid through the Bankers Automated Clearing System (BACS).

Website

The Group has an internet website which gives information on the Group, its products and provides details of significant

Group announcements.  The address is www.marshalls.co.uk.
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Financial History – Consolidated Group

Year to Year to Year to Year to Year to
December December December December December

2004 2005 2006 2007 2008
Consolidated Income Statement £’000 £’000 £’000 £’000 £’000

Revenue 328,343 359,310 378,100 402,926 378,063
Net operating costs (281,370) (314,885) (330,339) (354,116) (347,447)

Operating profit (for 2008 before works
closure costs and asset impairments) 46,973 44,425 47,761 48,810 30,616

Works closure costs and asset impairments
(for 2008) - - - - (26,989)

Operating profit 46,973 44,425 47,761 48,810 3,627
Financial income and expenses (net) (6,718) (6,407) (6,058) (6,707) (8,154)

Profit/(loss) before tax 40,255 38,018 41,703 42,103 (4,527)
Income tax expense (12,230) (11,661) (12,623) (11,852) (1,694)
Profit/(loss) after tax but before gain on sale

and post tax profit of discontinued operations 28,025 26,357 29,080 30,251 (6,221)
Gain on sale and post tax profit of

discontinued operations 3,278 31,517 - - -

Profit/(loss) for the financial period 31,303 57,874 29,080 30,251 (6,221)

Financial Information
EBITA 47,028 44,684 48,118 49,471 4,468
EBITDA 64,033 63,400 67,648 70,530 25,906
EBITA before works closure costs and

asset impairments 47,028 44,684 48,118 49,471 31,457*
EBITDA before works closure costs and

asset impairments 64,033 63,400 67,648 70,530 52,895*
Earnings per share (pence)

Basic: (continuing operations) 18.07 18.55 20.34 21.28 (4.46)
Basic: (total operations) 20.18 40.73 20.34 21.28 (4.46)
Basic: (before works closure costs and

asset impairments) 20.18 18.55 20.34 21.28 11.61*
Dividends per share (pence) - IFRS 11.25 12.10 12.70 13.40 13.85
Dividend cover (times) - IFRS 1.61 1.53 1.60 1.59 0.84*
Dividends per share (pence) - Traditional 11.90 12.50 13.15 13.85 6.00
Dividend cover (times) - Traditional 1.52 1.48 1.55 1.54 1.94*
Year end share price (pence) 297.0 312.0 355.0 241.0 90.0

*  before works closure costs and asset impairments

Consolidated Balance Sheet 2004 2005 2006 2007 2008
£’000 £’000 £’000 £’000 £’000

Non-current assets 232,132 264,181 270,626 276,515 277,615
Current assets 131,913 109,567 102,568 134,004 122,577

Total assets 364,045 373,748 373,194 410,519 400,192
Current liabilities (81,114) (64,918) (70,111) (104,020) (89,064)
Non-current liabilities (151,438) (142,490) (118,541) (105,858) (117,891)

Net assets 131,493 166,340 184,542 200,641 193,237

Net borrowings (108,239) (46,688) (54,606) (96,926) (111,330)

Gearing ratio (82.3%) (28.1%) (29.6%) (48.3%) (57.6%)
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