“As we progress and evolve
our key objective remains
consistent . . . to maximise
shareholder value”
John Sutcliffe
Chief Executive Officer

Q

How do you see the business progressing
and developing over the next five years?

A

Our business segments are all operating in relatively stable
markets. Pricing and activity are at reasonably good levels
and I see little evidence of the excessive pricing or leverage
that typified the end of the last property cycle.
Therefore, with land and commercial development portfolios
that are larger and more advanced than at any stage in my
ten-year experience at Henry Boot, the marketing, sale and
completion of those opportunities is our key focus, whilst
economic conditions remain supportive.
Over the last five years our teams have created a very
valuable portfolio of schemes. We aim to realise this potential
for shareholders over the next five years.
Read more information on Risk
on pages 42 to 47

Strategic

Report

The Directors present the Group
Strategic Report for the year ended
31 December 2015.
This report sets out how Henry Boot continues to
create consistent value through the promotion of
new land opportunities, the development of and
investment in high quality property assets and
construction activities.
The Strategic Report on pages 6 to 47 has been
approved by the Board and signed on its behalf by
John Sutcliffe
Chief Executive Officer
Darren Littlewood
Group Finance Director
22 April 2016
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Our Strategy

We define our key objective as follows: to maximise long-term shareholder value through
the promotion of land development, the development of and investment in high quality
property assets and construction activities.
The Group Structure
Land
Development

Hallam Land Management
Limited

Property
Investment and
Development

Construction

Henry Boot
Developments Limited

Henry Boot Construction
Limited

Stonebridge Projects Limited

Banner Plant Limited
Road Link (A69) Limited

Benefits of our structure

The Group is structured so all three
business segments contribute financially
in different ways to meet our key
objective and business initiatives.
Our construction and property investment
elements produce relatively stable profits
and cash flows every year. This income
allows Henry Boot PLC to maintain longterm bank funding relationships which
provides capital for us to invest in our
strategic land and property development
portfolios. This in turn produces cyclical,
longer-term profits and potentially strong,
though cyclical, cash flows.
So in essence construction and property
investment income and investment
properties allow us to borrow money
from banks, at more attractive rates than
would otherwise be available, which we
then invest prudently in strategic land and
property development. These activities
are riskier and give us varying amounts of
profit through each economic cycle.
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These profits, in good years, contribute
significantly to the stable profits from
construction and property investment,
allowing reinvestment into the business
and the payment of rising dividends to
shareholders. Each part of the Group
supports the other, giving us an overall
business efficiency from each segment of
the business. This can be seen from our
business model on page 10.

Delivering our key
objective

This key objective is central to all
decisions to allocate capital to the
projects we undertake. Further
considerations which help achieve the
key objective are dividends to our equity
shareholders, funding our defined benefit
pension scheme, investing in existing and
new opportunities in our asset portfolio
and managing the utilisation of our bank
facilities and debt levels.

A consideration that goes to the heart
of our strategic discussions is a rather
under-utilised concept today – prudently
investing for the long term. Henry Boot
has been in operation since 1886, has
seen many economic cycles come and
go but has continued to provide an
increased income return to shareholders
over many years. Our strategic decision
making has to be flexible enough to
deal with the vagaries of the economic
cycle, maximising opportunities arising
throughout the cycle and successfully
achieving our main business initiatives
noted on page 9. These goals have to be
achieved whilst at all times maintaining
prudent borrowing levels to ensure that
the long-term security of our asset base
and our ability to pay dividends is not
compromised.
It is through this balance of riskweighted rewards that we aim to create
shareholder value into the long term.
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Our Initiatives to Support our Key Objective . . .
To Maximise Shareholder Value
How we’ll
measure progress

How our model
supports this

Provide growing
long-term shareholder
returns

• Shareholder value

• Long-term financial strength

• Shareholders’ funds

• Resources

How we are
responding

Overview

Business
Initiative

Pages 6 to 47
Create regular revenue
streams through retained
property assets, rental
income and construction
activities

• Revenue

• Construction

• Return on capital employed

• Property investment

• Investment property

Achieve long-term funding
relationships with financial
partners and maintain
prudent levels of gearing at
less than 50% of net assets

• Gearing levels

Strategic Report

Pages 16 to 23
• Long-term financial strength

• Revenue
• Net assets

Create long-term cyclical
revenue potential and
realisation through land
development and property
development

• Long-term revenue

• Land development

• Asset value creation

• Property development
Governance

Pages 32 to 37

Provide a long-term
commitment to high levels
of dividend cover

• Earnings per share

• Long-term financial strength

• Dividend cover

• Resources

Financial Statements

Pages 12 to 19

Pages 6 to 47
Achieve a return on capital
in excess of 10%

• Profit

• Construction

• Net assets

• Property investment

• Return on capital employed

• Property development
• Land development
Pages 32 to 37

• Long-term success of
businesses

• Talented people

Shareholder Information

Recruit and retain the
highest calibre of people
to meet our key objective

• Successful and motivated

• Individual performance
targets met
Pages 24 to 28
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Supported by the Diversity
of our Business Model

The creation of value and achieving our key objective of maximising long-term
shareholder value is underpinned by our business model.
Our property investments and construction activities generate recurring revenue streams which allow us to maintain and
benefit from long-term funding relationships at prudent gearing levels, which in turn enable land development and property
development activities to create cyclical long-term revenue potential and realisation.
Our model is supported by our talented people, who through their enthusiasm continue to drive business success, retaining
the values that have been fundamental to the longevity of our business. Being responsible in our work ensures we treat all our
stakeholders with integrity and respect.
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Long-term
Financial Strength

Talented
People

Responsible
Practices

We have long-established
relationships with our key funding
partners, Barclays Bank PLC, The
Royal Bank of Scotland plc and
Santander UK plc. We maintain
headroom within our three-year
banking facilities, renewed from
February 2015, and consider our
property investment portfolio as
a ‘store of value’ to be realised to
augment these facilities if required.

The Group’s employees are at the
heart of all that we achieve. Our
people are highly talented, successful
and motivated individuals and are
essential to the success of the Group.
We are committed to ensuring that
we have the right people working
for us and we manage this process
through a robust people strategy.

Continuous improvement lies at
the heart of our business and our
corporate responsibility programme
supports our business approach to
acting responsibly whilst we continue
to grow and evolve our business
operations.
Core to our continuing progress
are four key aims:

Their skill, commitment, drive and
enthusiasm are vitally important
to the long-term success of our
business. We succeed in the delivery
of shareholder value because our
people, individually, achieve the
targets set for them. They source
and acquire land, promote planning
consents, acquire, develop, manage
or sell investment properties and
service constructors with plant, run
our PFI project and refurbish and
construct buildings.

1. To ensure that all our employees
have a safe and healthy work
environment.

Strategic Report

The land bank and development
opportunities, together with the
investment portfolio, have been
acquired largely from retained
resources ensuring our gearing levels
are prudent. In the longer term we
aim to achieve a healthy return on
capital employed and dividend cover
for reinvestment in our core activities
which, in turn, creates improving
longer-term shareholder returns.

Overview
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2. To support our people in realising
their full potential.
3. To support the development of
the local communities in which we
operate.
4. To take responsibility and reduce
our impact on the environment.

Governance

Our revenues have remained consistently strong and allowed us to weather the cyclical
economic landscape, through the diversification of our activities.
This is how our individual business segments have contributed to the Group over the last five years.
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Profit before tax (£m)

Construction

Prudent Gearing

Strong Governance

Consistent Dividend Policy
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Shareholder Information

Delivering long-term shareholder value
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Land
Development

Hallam Land Management

The company has been acquiring, promoting, developing
and trading in land since 1990. We have established an
outstanding record in resolving planning and associated
technical problems in order to secure planning permission
for a whole range of different land uses.
Key Sectors:
• Housing
• Sustainable communities
• Business parks

Case Study

lubbesthorpe,
leicestershire
Hallam is in partnership with two other
developers on this 970 acre site.
A minded to grant resolution was secured for 4,250
homes, our share being 1,593 properties, in 2013. The
scheme also consists of a 50 acre business park, a
district centre, two local centres, a secondary school and
two primary schools. In late 2013 we negotiated a highly
complex Section 106 agreement which has recently been
signed, confirming our largest single permission.
Preparatory infrastructure works are now under way on
the M1 near Leicester Forest East to install the new M1
Bridge which will create one access point to the site.
Works have also commenced for the southern access
point to the development.
The new bridge is expected to open by late 2016 and the
housing development will commence thereafter.
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Creating long-term cyclical
revenue potential and
realisation through strategic
land development
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Land Development Review

“We will continue to invest
in our land portfolio, having
careful regard to ensuring our
investments are focussed
where house builders wish
to build.”

Keren Power and Nick Duckworth
Hallam Land Management Limited

Progress in 2015

Highlights
of the year
• Disposals of 1,763 plots in 2015
(1,107 plots in 2014)
• 12,000 units with planning
permission
• Nine site disposals during the year
and 15 new sites added to the
portfolio

Profit before tax (£m)
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2015 started with a period of pre-election
uncertainty but, once concluded, our
house builder customers once again
made land purchases enabling us to
deliver a pre-tax profit from our strategic
land business of £19.1m (2014: £13.1m).
As the year progressed, we found house
builders becoming more selective as they
replenished their land banks towards
the required level. However, high quality
consented sites in good locations
continue to be highly sought after and to
command good price levels.
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During the year we sold sites at
Cranbrook (Exeter), Nuneaton, Chellaston
(Derby), Haddington, Biddenham
(Bedford), Frome, Repton, Pontefract
and Edinburgh. In total, our interests in
1,763 plots were sold, a 59% increase on
2014’s 1,107 plots.
The new Government confirmed its
commitment to housebuilding, most
notably by enforcing National Planning
Policy Framework guidance on a five
year land supply. We won a number of
appeals during the year, including one
at Warton, Fylde, where we secured
permission for 360 dwellings in advance
of an emerging Neighbourhood Plan.
During the course of the year we
achieved planning consent (or consent
subject to a Section106 legal agreement)
on our sites in Aldingbourne, Aslockton,
Chesterfield, Coxhoe, Haddington,
Langho, Launceston, Lutterworth,
Market Harborough, Marston Moretaine,
Prestonpans, Woodville, Selby and
Handcross. At the end of 2015 we had
increased our total land interests to over
11,000 acres, 1,982 acres of which has
planning consent for over 12,000 plots,
and 1,160 acres is allocated in a plan for
residential development.

Henry Boot PLC
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We successfully sold part of our
long-term investment at Biddenham,
Bedford, during the year and we forecast
further parts will also be sold in 2016 and
2017.

Case Study

Outlook for 2016
and beyond

We expect the house builders to remain
selective when purchasing land in 2016
but we have a strong land portfolio with a
supportive planning regime, a substantial
number of sites available to the market
and, at this stage, we anticipate that
2016 will be yet another year of
good progress.

Hallam has a solely owned site
of 50 acres at Barton Seagrave,
Kettering just off the A14 trunk
road equidistant between the
M1 and A1(M) motorways.
The land forms part of the East Kettering
Sustainable Urban Extension area.
Outline planning permission was achieved
for a total of up to 5,500 dwellings,
including 20% affordable housing, on
1 April 2010, varied on 8 January 2015.
Hallam has had an interest in the area
since 1997. The outline consent includes
up to 875 dwellings on Hallam’s land
interest. A reserved matters planning
approval for 325 dwellings was received
in January 2016 and a further planning
permission for an additional 22 dwellings
was received in February 2016. We are
anticipating a sale on this parcel of land
later in the year.
Our retained 27 acres of land will be the
subject of further land sales within the
next five years.

Pictured A 450 dwelling site in Frome,
Somerset sold to a national developer.
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Governance

2016 has started well with two site sales
already concluded and a number of
others progressing well for completion
later in the year; 180 plots were sold in
Alton, Hampshire, and seven acres of
employment land were unconditionally
exchanged in Lutterworth.

Strategic Report

Overview

Barton seagrave,
Kettering,
Northamptonshire

Financial Statements

Cranbrook, the new 3,500 unit
community at Exeter; Kingsdown, our
urban extension at Bridgwater, and
New Lubbesthorpe, a 4,500 unit urban
extension west of Leicester, all had a very
good year. Cranbrook saw residential
occupancies exceed 1,150 (in the two
and a half years since residential sales
commenced), the opening of a railway
station (on the London Waterloo line) and
both a secondary school and a second
primary school were completed and
opened. Development at Kingsdown,
Bridgwater, continued with further
residential sales anticipated in 2016.
Henry Boot Developments are also close
to securing a commercial development
on the main A38 road frontage. New
Lubbesthorpe, a scheme of 4,500
dwellings (where we have an interest in
1,593) commenced development and our
investment in this major urban extension
will create returns over the longer term.

Significant new investments were made
during the year at Grazeley, south of the
M4 at Reading, and Coventry. Other
key strategic sites within our portfolio
progressed well during the year; Market
Harborough (450 plots) secured a
minded to grant planning consent; the
first phase of Kettering East (438 plots)
was conditionally exchanged to a national
house builder; and Phase 2 of Marston
Moretaine (365 plots) was granted
planning consent in December 2015, the
first phase having been sold successfully
in 2013 to Bovis Homes, and we expect
to market part of this scheme in 2016.

Shareholder Information

We see the current balanced
marketplace continuing through 2016.
We will continue to invest in our land
portfolio, having careful regard to
ensuring our investments are focussed
where house builders wish to build, whilst
carefully managing our overall investment
in the sector. Selectively, the business will
seek to secure agreements which benefit
our commercial development activity
companies, in particular, Stonebridge
Projects and Henry Boot Developments.

www.henryboot.co.uk
Stock Code: BHY

Henry Boot PLC
Annual Report and Financial Statements for the year ended 31 December 2015

Property
Investment
and
Development

Henry Boot Developments and
Stonebridge Projects

Specialist property development company with an
investment portfolio aligned with a residential developer
and industrial office space provider for small businesses.
Key Sectors:
• Retail, industrial and
commercial development
• Development partnerships
• Residential development

Case Study

The chocolate
works, york

The 27 acre Grade 2 listed former
Terry’s Chocolate Factory, with its
iconic clock tower, was purchased
by Henry Boot Developments in 2013
after having been empty for many
years due to difficult planning and
viability issues.
We immediately sold 13 acres to Barratt Developments
PLC with permission for 270 residential properties. In 2015,
after extensive planning negotiations, an unconditional
development agreement was exchanged with listed
building conversion specialist P J Livesey to undertake the
conversion of the main 170,000 sq ft multistorey factory
building to provide 150 luxury apartments, the first phase of
which will be completed before the middle of 2016. The first
new purchasers of apartments within this historic property
are expected to take up occupancy during 2016.
A sale of the listed HQ office building was also completed in
2015 following receipt of planning permission to convert it
to a care home.
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Financial Statements

Assets giving year on year
recurring revenue, with
property development creating
long-term cyclical revenue
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Property Investment
and Development Review
“At Markham Vale, our 200
acre business park, we
exchanged unconditional
contracts with Great Bear
Distribution Limited on a
480,000 sq ft distribution
centre.”

Darren Stubbs, Stonebridge Projects
Limited, and David Anderson,
Henry Boot Developments Limited

Progress in 2015

Highlights
of the year
• Approval of detailed planning
permission at Aberdeen for
Exhibition Arena and Conference
Centre
• 2015 RICS Winner for Building
Conservation at Acre Mill,
Huddersfield
• £35m Atkins Limited HQ office
development in Epsom, Surrey

Profit/(loss) before tax (£m)

-24%

£3.5m
£4.6
£3.5
£1.9
(£2.3)
(£4.7)
2011

2012

2013

2014

2015

2015 saw the continued recovery
in property values and consolidated
occupier demand, with activity and values
in most sectors nearing pre-recession
levels. The strongest occupier and
investor demand was seen for industrial
warehousing, offices and leisure property.
This was reflected in the Company’s
focus on these sectors for both
existing development projects and new
opportunities.
In Aberdeen, the Company’s largest
individual project, the £300m
development of an exhibition arena and
conference centre and hotel complex
pre-let to Aberdeen City Council, has
made good progress with the exchange
of development agreements and approval
of the detailed planning permission at the
end of 2015. Negotiations are progressing
well with funders and our construction
partner and we remain on target for the
development to commence in mid-2016.
A number of new office and industrial
development schemes were contracted
in the year. In Luton, we exchanged a
ten year development agreement with
local landowners to complete the 50 acre
Butterfields Business Park. In Southend,
we exchanged development agreements
with Southend Borough Council to
develop a 50 acre office and employment
park adjacent to Southend Airport and
negotiations are already underway with a
number of potential occupiers.
At Markham Vale, our 200 acre business
park, we completed and sold 190,000
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sq ft of pre-let industrial space and also
exchanged unconditional contracts
with Great Bear Distribution Limited
on a 480,000 sq ft distribution centre,
which was also forward sold in the year.
Elsewhere, we undertook two speculative
industrial developments, a 44,000 sq ft
high spec small unit scheme in Salford,
Manchester, and a 130,000 sq ft industrial
development at Thorne, Doncaster. Since
these were completed, agreements for
sale have been concluded on both for
over 70% of the space.
The 22,000 sq ft office development in
Whitehaven, Cumbria, pre-let to Atkins
Limited, was completed and sold at
mid-year. We also completed the sale of a
20,000 sq ft office building in Nottingham
at above valuation, to an owner occupier.
Following the successful delivery of the
Cumbria office development, we have
now exchanged unconditional pre-let
agreements with Atkins Limited for a
much larger 110,000 sq ft headquarters
office development in Epsom, Surrey, and
work is expected to commence on site in
mid-2016.
Within the leisure sector we completed
two budget hotel developments in
Malvern and Richmond upon Thames, for
Premier Inn and Travelodge respectively.
The Travelodge development was forward
sold with the sale concluding at the end
of 2015. The Malvern development has
been retained in our investment portfolio.
In contrast, the retail sector was more
subdued with little demand for new
retail space, particularly from the large

Henry Boot PLC
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We move into 2016 with our largest
ever pipeline of pre-funded and pre-sold
schemes, having over £500m of gross
development value to deliver over the
next four years with over 90% pre-funded
or pre-sold and a similar proportion prelet. By de-risking our positions in these
development schemes, we feel confident
in our ability to manage the impacts on
activity such as the EU vote in 2016 and
the top of the property cycle, when that
arises at some time in the future.

The summer of 2015 saw
the commencement of Victoria
Gardens in Leeds, to date the
most high-profile development
for Stonebridge Projects
Limited.
On the site of the former Leeds Girls
High School, Stonebridge secured initially
outline planning permission for 82 units;
however, after 18 months of negotiation,
we managed to secure planning for a
further 19 plots therefore
a total of 101 units.
Victoria Gardens will be built over three
phases during the next three years.
Phase one launched in July 2015 with
an initial release of 20 four-bedroom
townhouses. Groundworks for the site
have been subcontracted to our sister
company Henry Boot Construction.
Phase two will commence in 2016,
where a mix of one and two-bedroom
apartments, four-bedroom townhouses
and two gate houses will be developed.
The third phase in 2017 will provide the
conversion of the two original school
buildings to 45 apartments.
The first occupations are due to take
place in late April/early May 2016.

Strategic Report

Overview

Stonebridge
Projects Limited –
Victoria Gardens,
Headingley, Leeds

Governance

The Company retains a commercial
property portfolio of £125m and places
great emphasis on the proactive
management of these assets to maximise
value and income. Initiatives undertaken
in the year include: the extensive
refurbishment of the town centre retail
scheme in Beeston, Nottingham, enabling
a number of new lettings to national
retailers; and the pre-letting of a 56 bed
Travelodge development within our retail
and office investment in Bromley, Kent.

Outlook for 2016
and beyond

Case Study

Financial Statements

We have secured detailed planning
permission for the residential conversion
of listed buildings at the former Terry’s
chocolate factory in York, where we have
entered into a development agreement
with our specialist delivery partner, P J
Livesey. 150 luxury apartments are now
in progress, with the first units expected
to be completed mid-2016. We have
also sold the listed former headquarters
office building to a specialist care home
operator following the grant of planning
permission for its conversion.

Stonebridge Projects Limited, our jointlyowned housebuilding company, increased
activity in the year and has commenced
some larger developments. It has
continued to strengthen its position as a
high quality regional house builder and
secured options to purchase a further 300
plots for development. The development
of 101 units in Headingley, North Leeds,
commenced on site in August 2015
after a number of planning delays.
Work is also due to commence at Fox
Valley, Stocksbridge, for 118 units in
2016, with both sites expected to be
major contributors to output over the
next two years. Stonebridge serviced
offices completed the purchase and
redevelopment of Bartle House in
Manchester. Our three office centres are
steadily growing their occupancy levels
and we were delighted that Park House,
Leeds, won UK Business Centre of the
Year in 2015.

Shareholder Information

foodstore operators, giving rise to
property revaluation losses on a number
of sites. We found that it took longer than
expected to contract with retailers on two
retail warehouse developments in Belper,
Derbyshire, and Livingston, Scotland,
even after agreement of terms. However,
contracts were finally exchanged on both,
and planning consents quickly secured
thereafter. These developments are
expected to commence before the middle
of 2016 and the forward sale of one has
already been exchanged.
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Pictured Illustrative view from the
stage at the Aberdeen Exhibition and
Conference Centre.
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Construction

Henry Boot Construction, Banner
Plant and Road Link (A69)

Three companies providing a blend of differing services in
the construction industry.
Key Sectors:
•
•
•
•
•

Construction – private sector
Construction – public sector
Civil engineering
Plant hire
Road maintenance

Case Study

Saint helena’s
school,
chesterfield

Henry Boot Construction has
commenced on site at St Helena’s
School in Chesterfield to refurbish a
Grade 2 listed building dating back to
1892 for the University of Derby.
The works include the complete renovation of the existing
building together with a new feature entrance and external
soft and hard landscaping.
The purpose of this project is to create a primary site for
delivering a step change in higher-level vocational skills
(including apprenticeships) to support the economic
growth and resilience of businesses and workforce in
Chesterfield and North East Derbyshire, achieved by
providing new, local routes to vocational higher-level skills.
The 48 week project will be completed in September 2016.
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Pictured The new helipad we built for
Northern General Hospital in Sheffield,
opening in Spring this year.
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Creating regular revenue
to enable long-term funding
relationships with financial
partners
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Construction Review

“The major contract to
redevelop Stocksbridge town
centre is now moving into
the final phase and is due for
completion later in 2016.”

Giles Boot, Banner Plant Limited,
Simon Carr, Henry Boot Construction
Limited and Trevor Walker, Road Link
(A69) Limited

Progress in 2015

Highlights
of the year
• Exceeded both profit and turnover
targets in 2015
• Streets Ahead in Sheffield
and Henry Boot Construction
celebrate 100 joint projects
• 15% increase in profit before tax
for plant hire company

Profit before tax (£m)

-2%

£9.9m
£8.6

£9.0

£10.1

£9.9

£5.9

2011

22

2012

2013

2014

2015

Henry Boot Construction started 2015
with a healthy order book and continued
to build on this, exceeding both budgeted
turnover and profit for the year. We have
seen a growing confidence in the general
economy which has led to increased
opportunities in the construction sector,
sustained growth in activity and some
positive trends in tender prices; although
we still remain cautious regarding labour
and supply chain price pressures. Our
wide ranging capabilities, depth of
experience and understanding of our
clients’ requirements have helped the
division produce an excellent result. It is
also pleasing that many of our existing
clients are returning to us with follow on
projects due to the high level of service,
delivery and client satisfaction achieved.
We are carrying a strong order book into
2016 and expect that our solid trading
performance will continue.
Our reputation for delivering high quality
projects, safely, on time and within
budget, has enabled us to maintain
workload in the housing, commercial,
retail, health, education, leisure, industrial,
civil engineering and custodial sectors.
Long-term framework and partnership
arrangements; with St Leger Homes,
North Lincolnshire Homes, and ASRA
Housing together with individual schemes
through EN Procure, YORbuild and for
Chesterfield Borough Council, continue
to give us a strong presence in the social
housing sector.

Within the education sector we were
awarded the refurbishment and fitout of the Management School for
the University of Sheffield and a
refurbishment of the Grade II listed St
Helena’s campus for the University of
Derby. We completed the Materials
and Engineering Research Institute for
Sheffield Hallam University earlier in the
year and Chesterfield College’s new
Construction Centre was opened for
students in September 2015.
We have completed a number of court
and prison refurbishment schemes
through the Ministry of Justice framework
during the year and are currently
progressing two further schemes. In
the health and social care sectors we
were awarded the Yeadon Extra Care
Housing scheme by Leeds City Council
and the helipad and associated medical
facilities by Sheffield Teaching Hospitals
NHS Trust. We also commenced the
construction of a residential block
containing 20 self-contained flats and
communal space for Sheffield homeless
charity St Wilfrid’s, and completed a
refurbishment scheme for Autism Plus
at Park House Farm on the Ampleforth
Estate in North Yorkshire.
We have seen an increase in private
sector opportunities, particularly in the
industrial, commercial and retail sectors.

Pictured Right Works continue at
Fox Valley, Stocksbridge town centre
redevelopment. Completion is due in late
2016.
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£4.3m in new equipment having
introduced a range of access equipment
to the Derby depot and power tools to
the Wakefield depot. We expect capex
for 2016 to be at a similar level. As
previously reported, our major challenge
continues to be the hire rate recovery
of the much higher capital costs of
new plant, associated with clean air
compliance. Early indications are that
2016’s utilisation levels are in line with
2015 and we remain cautiously optimistic
for the year as a whole.

Civil engineering work continues to grow
steadily as a major supply chain partner
on the 25 year, Amey PFI Sheffield
Highways scheme, where we deliver
a significant number of projects and
notably, completed our 100th project
in October 2015. We also completed
the Don Valley remediation scheme for
Sheffield City Council and have recently
commenced a car parking scheme in
Barnsley; both projects being delivered
through the YORcivils framework. We
have also worked with Stonebridge
Projects Limited to deliver infrastructure
works to new residential housing
developments in Leeds and Sheffield.

There are now ten years left to run on
the contract and traffic volumes and
therefore revenues were broadly in line
with previous years. Whilst the A69 was
affected by the serious flooding around
Carlisle in late 2015 there was no longterm impact, and the trunk road was
soon operating normally again.

Outlook for 2016
and beyond

The three businesses making up our
Construction segment have provided
very stable returns over many years
and we do not expect that to change
over 2016 and beyond. Construction
and plant hire are developing a stronger
presence within their chosen markets
and 2016 has started well with good
levels of work already secured for 2016
and 2017. Against this backdrop, we
expect another year of solid progress.

Plant, temporary
accommodation, power
tools, powered access,
big air compressors and
serviced toilets
The range of products has constantly
evolved to meet customer needs and to
fulfil the requirements of modern health
and safety legislation. The primary supply
area stretches from Yorkshire in the north
to the East Midlands and Birmingham in
the south whilst more specialist divisions
have national coverage.

Governance

Our PFI contract to run the A69 trunk
road between Newcastle and Carlisle
once again performed well, in line with
expectations.

Strategic Report

Road Link A69

ROAD MAINTENANCE

Road Link (A69)
Limited

Financial Statements

Banner Plant once again performed well
in 2015. Activity was around 8% ahead
of 2014, contributing to a rise in profit
before tax to £1.5m (2014: £1.3m) from
the unit. During the year we invested

BANNER Plant
Limited

Road operation and
maintenance – 52 miles of trunk
road from Carlisle to Newcastle
A 30-year contract with Highways
England to operate and maintain the
A69, which is the major east – west
all-weather route in the north of England.
Works include road resurfacing, bridge
repairs, winter preparation and routine
maintenance.
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Plant Hire

PLANT HIRE

Overview

The major contract to redevelop
Stocksbridge town centre is now
moving into the final phase and is
due for completion later in 2016. We
also successfully completed a multiunit eco-office scheme at Doncaster
International Business Park for Workpods
Limited. We delivered further industrial
facilities with new and refurbished units
at Thorne, Doncaster; a 100,000 sq ft
unit for lnspirepac at Markham Vale; a
visitor’s centre for Games Workshop in
Nottingham; and a research facility for
Bifrangi in Lincoln. Our presence in the
sports and leisure sector has also been
strengthened with our appointment to
deliver a new spa facility at Rudding Park
Hotel, Harrogate, which commenced in
January 2016.
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Responsible
Practices

Our reputation gives our customers,
employees, stakeholders, suppliers,
investors and the communities in which
we operate the confidence and trust to
do business with us.

Q

What does Corporate
Responsibility mean
to Henry Boot?

A

Corporate responsibility (CR) means
addressing the key social, ethical
and environmental impacts on our
operations in a way that aims to
bring value to all our stakeholders,
including our shareholders.
The measures we employ to manage our operations
ensure everything we do is aligned to our Values to
develop our businesses effectively, successfully and
responsibly.
Our CR programme and our Values coalesce
to provide a strategic framework to develop a
sustainable and responsible business by acting
ethically; developing positive relationships with
suppliers; taking care of our employees; taking
responsibility for our impact on the environment;
delivering support to our local communities; and
delivering value to our customers, shareholders
and other stakeholders.
We continue to face a number of challenges in all
our business operations; we must continue to act
fairly and responsibly as it is not only the right thing
to do but it also makes good business sense.
We are working within increasingly complex
regulations that impact on our businesses, our
customers, the suppliers we trade with, the
environment and the communities in which we
operate. However, we believe we are making
positive progress by trading responsibly and being a
great employer.
Rachel White
Head of HR
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Recruiting and retaining the
highest calibre of people to
meet our key objective
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Corporate Responsibility

People

As our businesses
continue to develop,
we understand that by
retaining and inspiring
effective and committed
employees we can
continue to deliver
excellence to all.

Visit us online

For more information please visit our
website at www.henryboot.co.uk
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Our approach

To encourage continued improvement
and success across all of our businesses,
it is important we are able to create an
environment that enables us to attract
and retain the right people to work at
every level who are committed to working
together and who support our business
approach of respect, excellence,
innovation and integrity.
Working at Henry Boot means working
in an inspiring environment where our
people are a valuable asset; we are
committed to providing a working
environment in which our employees
can achieve their full potential and have
opportunities for both professional and
personal development.
We have established policies for
recruitment, training and the development
of our employees; we remain committed
to investing the time and resource to
support, engage and motivate our
employees to feel valued, to achieve
rewarding careers and to want to stay
with us, and we recruit and promote from
within wherever possible.

As our businesses continue to grow, we
understand that by retaining and inspiring
effective and committed employees we
can continue to deliver excellence to all.

Human rights

Henry Boot PLC is committed to
upholding all basic human rights, as
outlined in the United Nations’ Guiding
Principles of Business and Human
Rights. Respecting human rights is
vital to us as an employer; whilst we
do not have a specific policy, we have
other policies in place which cover key
areas of governance around bribery
and corruption, equal pay and ethics.
We also operate an externally managed
whistleblowing line for employees and
stakeholders to report concerns.

Modern slavery

The aim of the Modern Slavery Act 2015
is in line with our own Values and we
applaud any measures which seek to
bring greater transparency and scrutiny
into our various supply chains in order to
combat slavery and trafficking activities.
For more information please view
www.henryboot.co.uk/corporateresponsibility/modern-slavery

Male

All Employees

328

Directors

19

Senior Managers

27

Female

As at 31 December 2015 the
active membership of the
pension arrangements stood
at (employees):

In 2015 we delivered 1,203 (2014: 1,164)
training days. We are committed to
life-long learning and acknowledge that
there is a wealth of ad-hoc learning and
development which takes place on a
daily basis on our sites, in our offices and
depots. We have also produced a suite
of e-learning modules to deliver training in
the workplace; this allows our employees
to refresh specific technical skills from
their desks.

106
2
5

Our pension arrangements

In 2015, we rationalised the number
of pension providers and closed the
stakeholder pension plan with The
People’s Pension (formerly B&CE); all
current members of this scheme were
transferred to the Henry Boot PLC Group
Stakeholder Pension Plan (managed by
AVIVA).
Employees are members of either
The Henry Boot Staff Pension & Life
Assurance Scheme (defined benefit
scheme closed to new members in 2004
and subject to a salary cap from 2012) or
the Henry Boot PLC Group Stakeholder
Pension Plan (defined contribution
scheme).

The Henry Boot Staff Pension
& Life Assurance Scheme
Henry Boot PLC Group
Stakeholder Pension Plan
Road Link (A69) Limited
Pension Scheme
Stonebridge Projects Limited
Pension Scheme

99
315*
5
13

*45 employees within this total have invested their
residual salary from the defined benefit scheme into
the defined contribution plan

Our performance

As part of our push for excellence
amongst our employees, we have robust
recruitment procedures in place; during
2015 we noted a distinct upturn in the
level of recruitment to new positions
across all our businesses, and are
cautiously optimistic about the future.
Our staff turnover remains relatively low
at 17%, split into 11% (voluntary leavers)
and 6% (involuntary leavers).

In 2015 we recruited 12 trainees and
apprentices across our businesses; all
trainees and apprentices are enrolled
on formal courses of education and
have development plans in place to gain
operational and technical knowledge from
mentors. The purpose of the programme
is to provide the opportunity to gain
experience of the role whilst working
alongside an experienced mentor to
understand the role and the business.
This programme ensures that we have a
pipeline of talent within our businesses for
the future.

Pictured Above Left First attendees of
our Leadership Development Programme
at the University of Bradford Management
School.
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Overview

Henry Boot PLC has implemented
the UK’s auto-enrolment pension
requirements for all wholly owned
subsidiary businesses; this is provided by
AVIVA. Employees are informed of autoenrolment and other pension choices
through letters and online via the Group
Intranet.

We offer a wide range of training and
learning opportunities for our employees
across our businesses; we believe
that offering the right development
opportunities will help to ensure our
employees feel supported and equipped
to carry out their role to the best of
their ability. Our employees are able to
access a range of development tools
and job-specific training appropriate to
their needs; our Learning & Development
Advisor ensures that relevant and
appropriate training is provided as jobspecific training covering the technical
and operational skills; individual learning
to support an employee’s personal
needs; and mandatory training in health
and safety, first aid and manual handling
to ensure the welfare of our employees is
maintained.

Strategic Report

Diversity

Employees who are members of
The Henry Boot Staff Pension & Life
Assurance Scheme have the opportunity
to join the Henry Boot PLC Group
Stakeholder Pension Plan, investing their
residual salary i.e. the difference between
their actual salary and their capped
pensionable salary in The Henry Boot
Staff Pension & Life Assurance Scheme.

Governance

Henry Boot PLC is an equal opportunities
employer and will continue to ensure
it offers career opportunities without
discrimination. Full consideration is
given to applications for employment
from disabled persons, having regard to
their particular abilities. Henry Boot has
continued the employment wherever
possible of any person who becomes
disabled during their employment with
us, and opportunities for training, career
development and promotion do not
operate to the detriment of disabled
employees. The following tables show
the number of employees and the gender
mix of Henry Boot PLC employees at
December 2015:

Financial Statements

Equal opportunities and diversity
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Corporate Responsibility

People

Trainees and Apprentices
Inspiring and investing in the next generation ensures we
balance short-term objectives with our long-term strategic
commitments; our future will be in their hands.

In 2015 we launched our Leadership
Programme which we developed with the
support of the University of Bradford. The
specific focus of the Programme was on
the continued success of the businesses
by working in a more cohesive and
collaborative way, with a specific focus
on the development of inter-subsidiary
relationships and alignment of the
business needs for future growth. At the
end of 2015 40 employees, the majority
of whom are Directors/Senior Managers,
had participated in the Programme.
In 2016 we will be cascading this
programme to managers/supervisors
to ensure a consistent message across
all businesses.
We welcomed Megan Collins back to our
Group Finance team. Megan worked for
the Group on placement in 2013/2014
from Sheffield Hallam University where
she studied BA (Hons) Accounting &
Financial Management; Megan is now
employed as a Trainee Accountant and
is studying for her CIMA professional
qualification. The Group regularly works
with local universities to enhance our
engagement in the community and to
offer career opportunities locally.
Congratulations to Danielle Kirk-Mitchell
of Henry Boot Construction Limited in
achieving the Trainee of the Year award at
the G4C Awards and the Young Achiever
of the Year award at Constructing
Excellence in Yorkshire & Humber.
Danielle (27) joined the Company in 2007
as an administrative assistant on our
Doncaster Decent Homes contract; the
Company soon recognised the potential
in Danielle and she was offered a Trainee
Planner role and enrolled on a course
at Leeds College of Building, where she
successfully passed her course and
was promoted to Assistant Planner and
subsequently to Planner. Currently on
maternity leave following the birth of her
first child, we look forward to Danielle
returning to work and continuing to build
on her successes.
Pictured Above Investing in the future;
A quarterly trainee ‘get together’ at
Dronfield; Pictured Bottom Left Danielle
Kirk-Mitchell, Trainee of the Year at the
G4C Awards; and Pictured Bottom
Right Megan Collins receiving her degree
in Accounting & Financial Management.
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Corporate Responsibility

Health and Safety

As a further check to ensure the
company processes and procedures
are robust and to test our procedures to
the limit, ‘Mock Emergency Incidents’
are staged to test the robustness of
the current management systems in
an emergency situation, together with
legal advice, facilitated by law firm
Nabarro LLP. The outcome of these
has been positive, demonstrating
good awareness and robustness of
Company procedures. The most recent
exercise was carried out in September
2015 at Fox Valley, Stocksbridge, our
town centre redevelopment project. A
full ‘debrief’ was held with employees
involved to communicate and discuss
the outcome and learning points from
the mock incident.

During 2015 we pledged our
commitment to IOSH’s No Time to
Lose campaign, which aims to increase
awareness of significant health issues
specifically in relation to carcinogenic
exposure and workplace cancers, which
account for over 600,000 deaths per
year worldwide.
In addition to this, we have developed
a wellbeing area on our Group Intranet
to focus on health issues on a monthly
basis; this will coincide with national
campaigns and be supplemented by
more generic wellbeing information.

Pictured Below Celebrating at the CIOB
Construction Awards 2015 – Winners of
the Health and Safety Award for South
Yorkshire.

Overview

We continue to receive recognition
for our efforts in managing health and
safety, and were again recipients of
the RoSPA Gold Medal, and the CIOB
Celebrating Construction in South
Yorkshire Health & Safety Award.

Strategic Report

We continue to benchmark our health
and safety performance against
Constructing Excellence Health and
Safety Key Performance Indicators. In
2015 we have seen a reduction in our
accident frequency rate (AFR) to 0.08
per 100,000 hours worked including
our subcontractors (2014: 0.12); we
are delighted to report that for another
year our AFR for our directly employed
employees is again zero.

Governance

We have developed practical and safe
systems of work which is borne out
by the Company’s exemplary safety
statistics; continuous improvement is
a key driver and we cannot stand still
on this vital area of risk management.
All employees receive health and safety
training relevant for the job role they
perform; by developing communications
and knowledge in this key area we are
enabling our employees to improve the
way we recognise hazards and reduce
risk.

Our performance

Financial Statements

Henry Boot PLC continues to focus
on health and safety as our primary
business priority; we remain committed
to providing a safe and healthy working
environment for our employees,
stakeholders and contractors. We
operate all our business activities on
the principle that good management
of health and safety is fundamental in
creating a safe and healthy environment,
and contributes to improving our
business performance. We expect
our managers to manage all aspects
of our business in a safe manner, and
employ practical measures to ensure our
business activities do not harm or pose
unacceptable risks.

Shareholder Information

Our approach
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Corporate Responsibility

Communities

Our approach

With a nationwide presence and a
regionalised focus in Yorkshire, we offer
support to a wide range of charities and
organisations of all sizes, by working to
provide them with donations that are of
most benefit to them and their particular
cause, whether it be a financial donation
or our wide and varied expertise.
We do not support a single Charity of the
Year as we want to have a broader impact
by working with a much wider group of
charities and organisations.
Our areas of focus are to:
• charities and organisations local to our
business operations;
• charities and organisations that support
educational improvements for children/
adults; and
• charities and organisations that support
social improvement through sport.
Where a request for support falls outside
of this criteria, we signpost the applicants
(if eligible) to South Yorkshire Community
Foundation where the Company has a
number of endowment funds which offer
grants. Further details are on our website.

Our performance

We are committed to contributing
long-lasting social and economic benefits
for the communities in which we work.
We continue to support and promote
a wide range of charitable giving and
community volunteering initiatives by
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employees, focusing on activities that best
reflect the needs of their local community
and issues of direct significance for them.
This year, the Group contributed £32,600
to charitable causes, £13,078 of which
was through our Give As You Earn payroll
giving mechanism.
In 2015 our employees participated in
The Master Cutler’s Challenge, one of the
largest charity fundraising events in our
home city of Sheffield. Local businesses
are invited to participate and are given the
opportunity to transform a £50 investment
into as much fundraising as possible for
charities nominated by the incumbent
Master Cutler; in 2015 the charities
were The Brathay Trust and Help for
Heroes. Colleagues from across all of our
businesses dug deep and transformed
our £50 into £10,120 through a wide
variety of events including a BBQ, football
tournament, a night of greyhound racing,
cake sales and other more traditional
activities. Our employees enjoyed the
various events and it is our intention to
participate in the Challenge in 2016 when
the beneficiaries will be St Luke’s Hospice
and Rotherham Hospice.
We continue to support The Prince’s Trust
as a member of the leadership team in
Yorkshire and the Humber; we hope to
develop this relationship further and utilise
some of the more innovative offerings
to supplement our trainee development
programme.

In 2015 we became sponsors of Steel City
Wanderers, a local women’s football team;
following on from the success of This Girl
Can and the England women’s football
team, we offered our assistance through
financial and technical support. Through
this partnership we hope to develop
opportunities to encourage women to
consider our industry as a viable career
option.
Our employees continue to push
themselves out of their comfort zones
with their own charitable fundraising; in
2015 our employees raised in excess of
£10,000 for various charities by climbing
mountains and participating in other
endurance events.
Our construction business continued
its involvement with the Considerate
Constructor Scheme, and achieved a
Silver award for the ASRA Bilsthorpe site;
the average score in 2015 was 37.37.
In December 2015 we were delighted
to accept the Yorkshire Business Award
for Corporate Responsibility on behalf
of Henry Boot PLC, voted for by our
peers in the region. It was gratifying to
receive an acknowledgment of what we
are attempting to achieve with our CR
programme; we are not seeking to gain
anything from the participation we have
within our communities - we are simply
doing what is right, using our resources
to assist and create impact.
Pictured Top Left Proud sponsors
of Steel City Wanderers, working in
partnership with the local community;
and Pictured Top Right Rachel White
accepting the Yorkshire Business Award
for Corporate Responsibility.
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Corporate Responsibility

Environment

We recognise that we have a
responsibility and an obligation to reduce
the direct impact of all our business
operations on the natural environment
both now and in the future.
Reducing our emissions is one way in
which we hope to achieve this; our aim
is to create more sustainable ways of
undertaking our business operations to
conserve energy, save money and deliver
efficiency.

In 2015 Henry Boot Construction Limited
in partnership with Banner Plant Limited
introduced the use of ECO cabins on
site; these new cabins include enhanced
insulation, PIR lighting, double glazing,
non-concussive taps, waterless urinals
and thermostatically controlled heaters.
The new cabins not only ensure the site
carbon footprint is minimised but also
provide increased comfort to employees
and visitors.
Our focus is on the segregation of waste
on our sites and we have achieved a
recycling rate of 95% (2014: 94%).

Our performance

We were proud recipients once again
of Gold status on the Business in the
Community National Environmental Index.

• minimise waste produced;

Our greenhouse gas (GHG) emissions for
the year ended 31 December 2015 were

Our priorities are to:

• increase recycling; and

calculated in accordance with the GHG
Protocol Corporate Accounting and
Reporting Standard (revised edition) and
emission factors from UK Government
GHG Conversion Factors for Company
Reporting 2015.
Our direct and indirect operational
greenhouse gas emissions are shown
in the tables below. These sources
fall within our consolidated Financial
Statements; we do not have responsibility
for any emission sources that are not
included in our Financial Statements.
Overall the Group’s greenhouse gas
emissions have reduced by 12% when
compared to those of the previous year.
This equates to a decrease of 0.71 tonnes
per employee.
For further information on our greenhouse
gas emissions please see our website:
www.henryboot.co.uk/corporateresponsibility/our-environment

Overview

Our overarching aim is to minimise
the impact on the environment of our
operations and those of our supply
chain by using resources efficiently and
reducing our waste and carbon outputs.

• improve energy efficiency and reduce
energy use.

Strategic Report

Our approach

Henry Boot Group CO2 footprint by source
2014
Tonnes Trend

Scope 1: Combustion of fuel and operation of facilities

2,048

2,288

Scope 2: Electricity, heat, steam and cooling purchased for own use

1,122

1,337

Total direct emissions

3,170

3,625

7.3 tonnes CO2e

Total direct emissions per employee1
Scope 3: Upstream and downstream indirect emissions
Total emissions

1,017

4,078

4,642
10.11 tonnes CO2e

Employee numbers are based on the monthly average for the year

Financial Statements

1

7.90 tonnes CO2e

908

9.4 tonnes CO2e

Total emissions per employee1

Governance

2015
Tonnes

Henry Boot Group CO2e emissions

Carbon emissions by segment

Henry Boot Group CO2e emissions

2015 Tonnes
of CO2e

2015
Intensity
Ratio
Tonnes of
CO2e

Property investment and development

1,021

2.11

1,234

2.58

per 1,000 sq ft of
investment property with
communal areas

114

3.44

123

3.96

per employee

2,776

34.9

3,108

37.73

per £1m of turnover

167

3.21

177

3.41

per employee

Construction
Group overheads
Total gross controlled emissions

4,078

2014
Intensity Ratio
Tonnes of
CO2e

Intensity
Basis Trend

Shareholder Information

Land development

2014
Tonnes of
CO2e

4,642
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Performance

Q

You have a published
aim to achieve and
maintain a return on
capital employed of
between 10-13% as
a benchmark of a
successful business in
the property sector.
How have you
progressed this year
and do you see any
factors that could affect
this ongoing target?

A

A strong overall operating profit
increase of 13.3%, helped in
particular by our strategic land
division, has generated a return on
capital employed of 12.2% (2014:
11.4%).
This higher return was achieved on a 5.6% higher
level of capital employed as we build our business
strength.
Our return on capital employed is impacted by our
profit margin and the rate at which we generate
sales from our assets. We are continually looking
at ways to reduce our cost base across all of our
businesses and actively look to improve efficiencies
through the use of new technologies and working
practices. Margins remain highly competitive within
the construction segment and the future price of
both materials and labour has a large impact here.
Within the land segment the speed at which assets
can be disposed of is highly dependent upon the
planning system and the appetite of the major house
builders for new land, whilst the property segment
is subject to the market demand for new property,
the residential sales arena and the speed with which
large and often complex development schemes can
be brought to fruition.
Darren Littlewood
Group Finance Director
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Achieving a return on capital
in excess of 10% per annum
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Financial Review

Maintaining stable
gearing levels despite
significant growth
activity
Our consistent strategic approach to the markets in which
we operate has again allowed us to achieve a result ahead of
management expectations and is testimony to the cohesive
way in which all of our operating segments work together to
achieve our Group-wide financial objectives.

Highlights
of the year
• Profit before tax increased by
14% to £32.4m
• Basic earnings per share
increased by 8% to 17.5p
• Dividends per ordinary share for
the year increased by 9% to a
record 6.10p
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Consolidated Statement of
Comprehensive Income

Revenue increased 20% to £176.2m
(2014: £147.2m) resulting from increased
activity within the property development
market. Gross profit increased 22% to
£53.3m (2014: £43.7m) having benefitted
from higher land sale profits on land we
owned. Administrative expenses saw an
increase of £2.1m resulting from further
investment across all operating segments
to support the increased activity in
2015 and the forecast levels of activity
we envisage. Pension related costs
increased £0.5m (2014: decrease £0.4m)
as we introduced auto-enrolment and
incurred increasing levies imposed by the
Pension Protection Fund relating to our
defined benefit pension scheme. Property
revaluation losses were £2.0m (2014:
gain £1.9m) and were derived from
positive movements in the market values
of certain existing and newly completed
investment properties of £7.5m, offset
by the recognition of valuation deficits
on certain other properties amounting to
£9.5m. The deficits arose from a town
centre redevelopment site which is now
expected to be a much smaller scheme
than originally envisaged, an investment
property marketed for sale where

difficulties with occupiers have led to
offers being received significantly below
initial expected values and a development
property site where we have not yet
obtained any significant interest. Overall,
operating profits increased 13% to
£31.7m (2014: £28.0m) and, after
adjusting for net finance costs and our
share of profits from joint ventures, we
achieved a profit before tax of £32.4m
(2014: £28.3m), an increase of 14%.
The segmental result analysis shows
that Land Development produced a
significantly improved operating profit
of £20.0m (2014: £14.1m). Property
Investment and Development operating
profit decreased to £7.3m (2014: £8.7m)
as a result of higher trading profits being
offset by the site revaluation deficit noted
above. Construction segment operating
profits decreased slightly to £8.9m (2014:
£9.2m) after improved results within the
construction and plant hire businesses
were offset by a reduction in toll income
from our Road Link PFI investment due to
significant falls in crude oil prices affecting
the toll revenue inflation factor. These
results continue to demonstrate how
the benefits of a broad-based operating
model work to the benefit of our Group.
We recognise that our strategic land and
commercial development businesses
operate within deal-driven markets
which can vary significantly from year to
year but these potential fluctuations are
mitigated by the relatively stable returns
from the Construction segment.

Tax

The tax charge for the year was £7.5m
(effective rate of tax: 23%) (2014: £4.8m
and effective rate: 17%), increasing
largely due to a net investment property
revaluation deficit which, as in previous
years, is not tax deductible until realised.
Current taxation on profit for the year was
£5.6m (2014: £4.4m), with the charge
for the year benefitting from joint venture
profits which are included net of tax and
adjustments in respect of earlier years.
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Overview

The deferred tax charge increased
to £1.9m (2014: £0.4m), resulting
from a more prudent approach to
the recognition of deferred tax assets
expected to be obtained from capital
allowances and a reduction in the future
reversal rate applied to the deferred tax
asset brought forward from 20% to 18%.
Our unrecognised deferred tax asset has
increased to approximately £2.3m (2014:
£0.8m).

Earnings per share
and dividends

Finance and gearing

We have seen continued investment in
our strategic land holdings and in the
property development portfolio. This
was again achieved by using internally
generated cash flows so that total
year end net debt only rose marginally
to £38.9m (2014: £36.4m). Gearing
on net assets of £221.5m remains
conservative at 18% (2014: net assets
£200.5m; gearing 18%). Total year end
net debt includes £8.6m (2014: £7.7m)
of funding which is repayable from
the future sale of residential units on

Net finance costs have reduced to £0.2m
(2014: £0.8m) as a result of improved
returns on our investments. Average
borrowing costs were similar to those
of the previous year and it is anticipated
that interest costs will remain similar in
2016 as increased activity maintains
our current annualised borrowing levels.
It appears unlikely that any upward
change in interest rates will be seen in
the short-term, however, should any
increase occur, we do not believe it
will result in a material adjustment to
our borrowing costs. We expect to
continue our investment in both our land
and development assets at a similar
level to 2015 as we recycle capital into
future opportunities and anticipated
development activity.

certain land development sites. All bank
borrowings continue to be from facilities
linked to floating rates or short-term fixed
commitments. In February 2015, we
agreed a new three year £60m facility
with covenants on a similar basis but
on more competitive margin terms. The
agreed terms also allow for the possible
extension of the facilities for a further
two more years on the same terms,
subject to agreement between the banks
and the Company and we have agreed
the first one year extension in February
2016. Throughout the year we operated
comfortably within the facility covenants
and continue to do so.

Pictured Markham Vale, Derbyshire:
we exchanged unconditional contracts
with Great Bear Distribution Limited on a
480,000 sq ft distribution centre.
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Governance

Interest cover, expressed as the ratio of
operating profit (excluding the valuation
movement on investment properties and
disposal profits) to net interest (excluding
interest received on other loans and
receivables), was 23 times (2014: 19
times). No interest incurred in either year
has been capitalised into the cost of
assets.

Financial Statements

Higher pre-tax profitability in the year
resulted in improved return on capital
employed of 12% in 2015 (2014: 11%).
We continue to target a rate of return of
between 10% and 13% as we believe
over the business cycle, in the longer
term, this is the level of return achievable
by a cautiously successful business in the
property sector.

Shareholder Information

Return on capital
employed (ROCE)

Strategic Report

Basic earnings per share was 8% higher
at 17.5p (2014: 16.2p). The total dividend
payable for the year has been increased
by 9% to 6.10p (2014: 5.60p), with the
proposed final dividend also increasing
by 9% to 3.80p (2014: 3.50p), payable
on 31 May 2016 to shareholders on the
register as at 29 April 2016. The
ex-dividend date is 30 April 2016.
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Financial Review continued

Statement of cash flows

Property development transactions and
land deals do not lend themselves easily
to bank funding. We, therefore, look to
maintain an investment property portfolio
of around £100m against which we can
secure bank funding to allow us the
flexibility to undertake these transactions
without reference to specific funding from
banks. Our investment property portfolio
assets have again provided the covenant
support for the new £60m banking
facilities. Forecast bank debt levels at
the end of 2016 are anticipated to be
similar to those at the end of 2015 as
we continue to reinvest cash generated
into new opportunities. During 2015, we
increased operating cash flows before
movements in working capital by £6.5m
to £31.4m (2014: £24.9m) and, after
a further year of investment in working
capital of £26.2m (2014: £10.0m), we
achieved cash generated from operations
of £5.2m (2014: £14.9m).
Cash inflows from investing activities of
£6.9m (2014: outflow £0.3m) resulted
from disposals of £23.4m (2014: £16.8m)
of investment property and property,
plant and equipment sales offset by new
investment of £17.2m (2014: £17.4m)
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in new property development, plant
purchases and investment in associates.
Dividends paid, including those to
non-controlling interests, totalled £9.7m
(2014: £8.6m), with dividends paid to
equity shareholders increasing by 11%.

Statement of
financial position

Investment property and assets classified
as held for sale were valued at £125.3m
(2014: £141.8m). The fair value of
completed investment property including
assets held for sale was £103.7m (2014:
£99.4m) and the value of investment
property under construction within
investment property is £21.6m (2014:
£42.4m) as we develop these assets into
investment properties.
Intangible assets reflect the Group’s
investment in Road Link (A69) of
£5.8m (2014: £6.7m). The treatment
of this asset as an intangible asset is
a requirement of IFRIC 12 and arises
because the underlying road asset
reverts to the Highways Agency at the
end of the concession period. Property,
plant and equipment comprises Group
occupied buildings valued at £6.9m
(2014: £6.8m) and plant, equipment and

vehicles with a net book value of £14.1m
(2014: £12.3m); this increase arose from
continued investment in new plant and
plant delivery vehicles. Non-current trade
and other receivables have increased to
£10.5m (2014: £4.8m) resulting from a
net increase in long-term payment plans
associated with land sales completed
during the year. The non-current deferred
tax asset decreased as a result of the
lower IAS 19 pension deficit. In total,
non-current assets reduced to £170.7m
(2014: £180.7m).
Within current assets, inventories of
£138.9m (2014: £117.5m) increased due
to further investment in the land portfolio
to £106.8m (2014: £99.6m) and assets
in the course of construction increased to
£32.1m (2014: £17.9m). Trade and other
receivables also increased to £54.4m
(2014: £50.1m) as a result of a number of
land sales which concluded in December
2015. This also led to an increase in
cash and cash equivalents where cash
received could not be offset against
short-term loan drawdowns at that time.
In total, current assets increased to
£205.4m (2014: £172.1m).

Henry Boot PLC
Annual Report and Financial Statements for the year ended 31 December 2015

The pension scheme’s assets continue
to be invested globally with high quality
asset managers, using a broad range of
assets and diversification. The pension
scheme trustees regularly consider
the merits of both the managers and
asset allocations and, along with the
Company, review the returns achieved by
the asset portfolio against the manager
benchmarks; making changes, as
the trustees consider appropriate, in
conjunction with investment advice from
KPMG.

Overview

Revenue up by £29m,
an increase of 20%
over the year of 2014

10%

Strategic Report

Despite the very turbulent market
conditions which prevailed during the
period, the pension scheme’s assets
performed satisfactorily. The IAS 19
deficit was helped by marginal changes
in the discount rate, 2015: 3.8% (2014:
3.6%), and the Company’s contributions.
As we have noted in previous years, a
discount rate of 4.75% would result in a
negligible deficit.

£176.2m

increase in net asset
value to £221.5m
(2014: £200.5m), with
net asset value per
share also increased
by 10% to 168p

Darren Littlewood
Group Finance Director
22 April 2016

Governance

Net assets increased by 10% to £221.5m
(2014: £200.5m) as retained profits and
the reduction in the pension deficit were
offset by dividends paid and treasury
share purchases. Net asset value per
share increased 10% to 168p
(2014: 152p).

The IAS 19 deficit at 31 December 2015
was £19.6m compared to £28.2m at 31
December 2014.

3.80p
Proposed final
dividend, an increase
of 9% over 2014
payment

Financial Statements

Net current assets increased to £88.8m
(2014: £65.0m). This increase is
predominantly due to further investment
in land inventories, increased debtors
and reduced creditors as we operate at a
higher general level of activity throughout
the Group. Non-current liabilities reduced
to £37.9m (2014: £45.3m) after IAS 19
pension liabilities reduced to £19.6m
(2014: £28.2m).

Pension scheme

Pictured Left Cranbrook, Exeter saw
residential occupancies exceed 1,150
in the 21/2 years since sales launch;
and Pictured Right Environmentally
sustainable office units built at Fountain
Court, Doncaster for Workpods Limited.
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Shareholder Information

Current liabilities increased to £116.6m
(2014: £107.1m) as the portion of debt
classed as current increased to £42.8m
(2014: £32.0m). However, if we were
to offset the cash current asset, current
debt would be £30.8m (2014: £27.6m).
Trade and other payables decreased
to £64.4m (2014: £68.8m) resulting
mainly from lower levels of payments
on account relating to construction
contracts. Provisions increased to £5.7m
(2014: £4.3m) as previously non-current
provisions moved into the current period
and continue, in the main, to relate to
infrastructure planning obligations at
Bridgwater and Cranbrook, Exeter.
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Key Performance Indicators

Financial

Each business unit within the Group is required to establish targets at the beginning of each
financial year against a broad range of financial and non-financial indicators.
The Managing Director of each subsidiary reports on progress at Board meetings every two months. The two main Board
Executive Directors attend these meetings and are able to assess whether each unit is performing in accordance with its plan
throughout the year.
Profit before tax (£m)

Cash generation (£m)
£32.4

Dividends per ordinary share (p)

£9.1
(£0.3)

£28.3

(£2.5)

4.25p
£16.1

4.70p

5.10p

5.60p

6.10p

£18.4
£13.4

(£14.2)
(£19.6)

2011

2012

2013

2015

2014

2011

2012

2013

2014

2015

Objective
To increase profit levels over time

Objective
To monitor cash generated over time

Performance
14% increase

Performance
Cash outflow £2.5m

Comments
Increased land sales generating higher
profits in 2015. 2016 looks positive in
terms of all aspects of the business but
especially land and property development

Comments
We continue to reinvest retained
earnings in the portfolio of land and
property development assets

On Target
Net assets (£m)

£184.8

2011

£181.9

2012

£193.5

2013

£200.5

2014

2012

2013

Comments
9% increase to 6.10p as we move dividends
to new record level

Earnings per ordinary share (p)

NAV per share (p)

6.9p

7.0p

2011

2012

2015

Performance
9% increase

On Target

16.2p

2014

Objective
To generate growing shareholder returns
over time

On Target

£221.5

2015

2011

17.5p
142p

139p

2011

2012

148p

152p

2013

2014

168p

8.6p

2013

2014

2015

2015

Objective
To grow the asset base over time

Objective
To increase returns over time

Objective
To increase shareholder value over time

Performance
10% increase

Performance
8% increase

Performance
10% increase

Comments
Increased due to higher profits and
retained earnings assisted by a decrease
in the pension deficit which was affected
by the increase in bond yields

Comments
Increased due to higher retained profits
helped by improved returns from land
disposals

Comments
Little change to share capital; therefore,
benefits from the increase in retained
earnings

On Target

On Target

On Target
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Linking Performance to Reward
Read more in our Directors’ Remuneration Report
on pages 64 to 73

The KPIs differ in each subsidiary with the exception of financial targets, which focus on profitability growth, cash generation and
levels of debt, forecast cash requirements, return on capital employed, shareholder return and asset value created.
We also review health and safety matters and how economic conditions and changes in legislation may affect individual business
units. The Board has decided that the following KPIs, which are included within the papers for each Board meeting, are indicators
measuring our success towards achieving long-term, sustainable growth for all stakeholders in our business.

18%

2014

2015

12%
18%
2013

2014

2015

2011

2012

2013

Objective
To generate growing shareholder returns
over time

Objective
To monitor levels of cash required over
time

Performance
18 ppt increase in year

Performance
No change during the year

Comments
Share price 14.7% over the year which,
coupled with the increase in dividends,
gave rise to a return over the last 3 years
of 77.7%, comfortably above the median
of the All Share and Small Cap indices

Comments
This still prudent gearing level gives
us flexibility to reinvest in land sites
and property development. 2016 should
see these levels maintained

On Target

On Target

Return on capital employed (%)
11.4%

7.3%

Property Investment
and Development
The expected investment in developments,
expected completed values and anticipated
yields, rents and rental growth, levels of tenant
demand and unlet space, new commercial
property investment and development
opportunities and potential asset sales
Read more on pages 16 to 19

Construction
Pension scheme deficit (£m)
£30.5

12.2%

£22.6

8.3%

Read more on pages 12 to 15

£28.2
£20.1

£19.6

6.2%

Workload forecasts and capacity utilisation in
relation to plan, general activity levels, tender
opportunities, contract costing workload and
wins, health and safety and environmental
matters and contract completion, sign off and
financial closure. Activity levels by depot and
class of asset, health and safety matters, levels
of cash generated and returns on plant asset
capital employed, which in turn drive asset
investment decisions.
Read more on pages 20 to 23

2011

2012

2013

2014

2015

2011

2012

2013

2014

2015

Objective
To increase returns on capital employed
over time

Objective
To reduce the pension scheme deficit
over time

Performance
7% increase

Performance
30% decrease

Comments
Healthy improvement in returns over the
last three years. Continued to generate
the kind of returns to meet our aspirations

Comments
Discount rate used by IAS 19 has
increased to 3.8% from 3.6%. The
pension scheme assets achieved
a satisfactory return. A discount rate of
4.75% would result in a negligible deficit

On Target

Group
At Group level the business units’ financial
performance against expectations forms an
integral part of the reporting criteria. In addition,
Group performance indicators of cash and
facilities, pension scheme performance,
shareholder return and return on capital
employed along with health and safety matters
are reported on at each meeting.
Read more on pages 32 to 37

On Target
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Governance

2012

1%

0%

Financial Statements

13%

The size of the strategic land bank, the split
between owned and optioned land, the
number of allocated sites and changes to those
allocations, the extent to which we have full or
outline planning consent and the number of
residential units or commercial space contained
in those consents

Overview

36%

18%

Strategic Report

19%

52%

2011

Land Development

Gearing levels (%)

Shareholder Information

Shareholder return (%)
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Key Performance Indicators

Non-Financial

We have identified a number of key performance indicators (KPIs) against which we
measure our corporate responsibility. These are monitored during the year and action
taken if necessary.
Accident frequency rate (AFR)

Accident frequency rate (AFR)

(per 100,000 hours worked – employees)

Personal development (days)

(per 100,000 hours worked inclusive
of subcontractors)

1,306

0.31
927

0.20

1,164

1,085

1,203

0.12
0

0

0

0

0

2011

2012

2013

2014

2015

0.08

0.06
2011

2012

2013

2014

2015

2011

2012

2013

2014

2015

Objective
Our health and safety

Objective
Our health and safety

Objective
Our people

Performance
To ensure a reducing number of
reportable health and safety incidents
when measured against the Constructing
Excellence Health and Safety KPIs.

Performance
To ensure a reducing number of
reportable health and safety incidents
when measured against the Constructing
Excellence Health and Safety KPIs.

Performance
To ensure that our employees are trained
to the appropriate level and are given
adequate opportunity to develop their
careers.

Comments
Another successful year of zero incidents
affecting our directly employed staff.

Comments
Our ongoing education of our subcontractors and the closer monitoring of
their working practices continues.

Comments
A slight increase in development days,
reflective of an increase in trainee and
apprentice recruitment.

Employee profile

BITC Environmental Index (%)

Reportable accidents

438

450

459

92

100

103

111

347

338

347

348

328

2011

2012

2013

2014

2015

439

5

3

434

91

95

97

94

94

2012

2013

2014

2015

106

2
1

1
2011

2012

2013

2014

2015

2011

Objective
Our health and safety

Objective
Our people

Objective
Our environment

Performance
To ensure a reducing number of
reportable health and safety incidents
when measured against the Constructing
Excellence Health and Safety KPIs.

Performance
To ensure a diverse spread of genders
within all job roles in the Group.

Performance
To be acknowledged by a recognised
body as being a leader in environmental
management in our region.

Comments
It is an ongoing priority and focus of
the Group to commit to ensuring health
and safety is paramount. 2015 saw a
decrease in reportable incidents.
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Comments
We currently have a gender split of 76%
male to 24% female. In order to address
this we are working closely with external
partners to encourage under-represented
groups into the industry.
Females

Males

Comments
A decrease in our scoring due to
realignment of the process means that
we are now classed as Gold status;
the Company will endeavour to regain
Platinum status in the future.
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34.3

34.7

36.1

37.1

37.4

2011

2012

2013

2014

2015

Strategic Report

Considerate Constructor Scheme

Henry Boot PLC is one of the UK’s leading and long-standing land development,
property investment and development, and construction companies; renowned
for quality and a diverse portfolio, we pride ourselves on maximising long-term
shareholder value. We have a reputation for providing a quality product, delivered in
a safe way, which will continue to provide revenue growth in our chosen markets.
Our success can be measured in many ways; and this is apparent by the number of
accreditations and awards we continue to receive.

Overview

Our accreditations and awards

Objective
Our community
Performance
To be classified as a ‘good neighbour’
when scored against the Considerate
Constructor Scheme score of 50.

Governance

Comments
Another solid year of performance which
saw achievement of several high scores
in the five categories across our sites.

93

93

94

94

95

2011

2012

2013

2014

2015

Financial Statements

Recycling – diverted from landfill (%)

Objective
Our environment
Performance
To reduce the amount of spoil going to
landfill by recycling, reusing or upcycling.

Shareholder Information

Comments
We continue to improve our methods of
work to try to reduce this number further.
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Managing Risk

In common with all organisations, the Group faces risks that may affect its performance.
The Group operates a system of internal control and risk management in order to provide assurance that it is managing risk whilst
achieving its business objectives. No system can fully eliminate risk and therefore the understanding of operational risk is central to
the management process within Henry Boot. The long-term success of the Group depends on the continual review, assessment
and control of the key business risks it faces. To enable shareholders to appreciate what the business considers are the main
operational risks, they are briefly outlined on pages 43 to 46.
TOP DOWN

Group Board
Reporting framework
The Board monitors the risk and associated controls
over financial reporting processes, including the
consolidation process
Independent
review

Audit Committee
Internal framework
Centralised
operations
Specific risks and compliance
issues associated with health
and safety, treasury and
banking operations, company
secretarial, pensions, legal,
human resources and
training, public and investor
relations, information
communication technology
and insurance

The financial reporting controls are monitored and
maintained through the use of internal control
frameworks which address key financial reporting
risks, including risks arising from changes in the
business or accounting standards

Review risk assessment
and reporting

Managing Directors
Business procurement
Development appraisals, land purchases, options,
planning promotion agreements and construction
contracts above a certain value require the authority of
the Executive Directors to proceed
Risk
assessment

Business units
Day-to-day operations
Policy and procedure manuals cover major areas
of their operations, including safety, purchasing,
estimating, marketing, production and quality
BOTTOM UP

Read more about
Our Strategy on page 8

42

Read more about
Our KPIs on pages 38 to 41

Read more about
Our Governance on pages
48 to 79

Read more about
Our Activities and
Resources on page 11
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Change in risk
environment
during 2015

Health & Safety

Overview

• Priority consideration of all Group and subsidiary board meetings
• Robust training, policies, procedures and monitoring
• Internal independent Health & Safety Manager who conducts
regular random inspections
• Routine Director and Senior Manager safety inspections
• Regular externally reviewed mock incidents

Inherent risk within
construction activity

Construction
• Quality training given to grow personnel internally
• Pool of approved and checked subcontractors subject to regular
review
• Group purchasing arrangements and preferred supplier agreements
• Forward planning to increase ordering times and availability of
materials

Strategic Report

Increased cost and lower
availability of skilled labour,
subcontractors and building
materials

The Group is inextricably linked
to the property sector and
environmental considerations are
paramount to our success

• Our interaction with the environment and the agencies that have an
overarching responsibility has to be positive at all times in order to
achieve best value

Stricter environmental legislation
will increase development and
house building costs and therefore
could impact on profitability if
capital and land values do not
increase to reflect more efficient
energy performance

• Through the National Federation of Builders the Group attempts to
reduce the impact on our business
• Internal design helps mitigate environmental planning issues
• Record of awards given in respect of good safety and
environmental performance
• Environmental impacts addressed at main Board and each
subsidiary company board meeting

Governance

Environmental

Development
•
•
•
•
•
•

Monthly performance meetings
Defined appraisal process
Monitoring of property market trends
Highly experienced development team
Flexible to market trends in development requirements
Diverse range of sites within the portfolio

Rising market yields on
completion making development
uneconomic

• Active asset management

Financial Statements

Not developing marketable
assets for both tenants and the
investment market on time and
cost effectively

Shareholder Information

• Monitoring property market trends
• Only develop when yields are stable
• Development subject to a ‘hurdle’ profit rate

Construction and tenant risk which • Construction projects, including returns and cash flows, are
is not matched by commensurate
monitored monthly by subsidiary company management teams
returns on development projects
• Seek high level of pre-lets prior to authorising development
• Development subject to a ‘hurdle’ profit rate
• Shared risk with landowners where applicable

Key:

Increased

Decreased

No Change
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Managing Risk continued

Risk and
description

Mitigation

Land
The inability to source, acquire
and promote land would have a
detrimental effect on the Group’s
strategic land bank and income
stream

• Monthly operational meetings detail land owned or under control,
new opportunities and status of planning
• Each land acquisition is subject to a formal appraisal process which
must exceed the Group defined rate of return and is subject to
approval by the Group’s Executive Directors
• Land bank of over 11,000 acres with aspiration to grow further.
Over time the land bank acreage has shown steady growth
• Finance available to support speculative land purchases
• Well respected name within the industry that demonstrates success
• Long-established contact base
• Large land bank can help smooth short-term fluctuations

A dramatic change in house
builder funding sentiment and
demand for housing can have a
marked change on the demand
and pricing profile for land

• The Group’s policy is to only progress land which is deemed to be
of high quality and in prime locations
• The business is long term and is not seriously affected by shortterm events, or economic cycles
• We recognise cyclicality in our long-term plans and operate with a
relatively low level of debt
• Greenfield land is probably the most sought after land to build upon
• Long-term demographics show growing trend; therefore demand
for land will follow
• House builders do have very good land banks and can be choosy
regarding what they buy

Planning
Increased complexity, cost and
• The Group’s highly skilled in-house technical and planning teams
delay in the planning process may
monitor changes in the market and in the planning process and
slow down the project pipeline
react accordingly to ensure that planning consents are achieved in
the most cost-effective and timely manner, whilst ensuring
a broad spread of developments remain in the
planning system at any one time
• Good local knowledge assists in bringing forward land and
contractual agreements ensure land can be brought to market at an
appropriate time
• Long-established successful operator
• Inventory of approximately 150 sites in progress throughout the UK
• Sites are typically greenfield and of a high quality
Changes in Government or
Government policy towards
planning policies could impact on
the speed of the planning consent
process or the value of sites

Key:

44

Increased

Decreased

• Large land bank can help smooth short-term fluctuations
• A high profit margin can be achieved when successful
• No revaluations are taken on land through the planning process;
therefore though profits may be smaller if site values fall the Group
should still achieve a good profit margin on sale
No Change

Change in risk
environment
during 2015
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Change in risk
environment
during 2015

Economic
• Strong Statement of Financial Position with low gearing and longterm shareholder base means that we can ride out short-term
economic fluctuations

Overview

The Group operates solely in the
UK and is closely allied to the
real estate, house building and
construction sectors. A strong
economy with strong tenant
demand is vital to create long-term
growth in rental and asset values,
whilst at the same time creating a
healthy market for the construction
and plant hire divisions.

• Different business streams increase the probability that not all of
them are in recession at the same time
• The City recognises the Group is a cyclical business and
understands performance will be affected by economic cycles
• Directors and shareholders share a common goal of less aggressive
leveraging than some competitors

Strategic Report

• Current market conditions are supportive

Personnel
Attraction and retention of the
highest calibre people with the
appropriate experience is crucial
to our long-term growth in the
highly competitive labour markets
in which the Group works

• This risk is reduced as unemployment rises and recessionary
conditions prevail
• Good long-term employment record indicates that good people
stay within the Group. The Group encourages equity ownership
• Proven record of sharing profits with staff
• Succession planning is an inherent part of management process

Treasury
• The Group has agreed three-year facilities with its banking
partners which were renewed in February 2015 and are backed by
investment property assets

Governance

The lack of readily available
funding to either the Group or
third parties to undertake property
transactions can have a significant
impact on the marketplace in
which the Group operates

• Detailed cash requirements are forecast up to 15 months in
advance and reviewed and revised monthly
• Short-term positive cash balances are placed on deposit
• Group funding levels are prudent in relation to the Statement of
Financial Position

Financial Statements

• As a PLC access to equity funding is available should this be
required

Investments
• This is an ongoing process with regular reviews of the assets and
market conditions to achieve best value
• Broad range of development opportunities to choose from
• Investment assets are seen as tradable if required
• We have a record of recycling assets into funding
for new developments

Shareholder Information

Identifying and retaining assets
which have the best opportunity
for long-term rental and capital
growth, or conversely selling those
assets where capital values have
been maximised
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Managing Risk continued

Risk and
description

Mitigation

Change in risk
environment
during 2015

Interest Rates
• Statement of Financial Position strength allows the Group to
Significant upward changes in
warehouse sites in tough markets
interest rates affect interest costs,
yields and asset prices and reduce • Long-term nature of land business helps smooth
demand for commercial and
short-term interest rate impacts
residential property
• Interest cover over 20 times; gearing relatively low and therefore
significant scope to deal with interest rate rises

Counterparty
Depends on the stability of
customers, suppliers, funders and
development partners to achieve
success

• In recessionary periods the Group pays particular attention to the
financial strength of counterparties before contracting with them in
order to mitigate financial exposure

Pension
The Group operates a defined
benefit pension scheme which has
been closed to new members for
12 years. Whilst the Trustees have
a prudent approach to the mix of
both return-seeking and fixedinterest assets, times of economic
instability can have an impact
on those asset values with the
result that the reported pension
deficit increases. Furthermore,
the relationship between implied
inflation and long-term gilt yields
has a major impact on the pension
deficit and the business has little
control over those variables

Key:
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Increased

Decreased

• Operation of Trustee approved Recovery Plan
• Whilst pension schemes are a long-term commitment, regulations
require the Group to respond to deficits in the short term
• Move out of gilts will provide a cushion should rates rise
• Risk mitigated by move to diversified growth funds on around 30%
of assets
• Treat pension scheme as any other business segment to be
managed
• Strong working relationship maintained between Company sponsor
and pension Trustees
• Use good quality external firms for actuarial and investment advice

No Change

(Discount rate
increased by 20bps)

The business model and strategy of
Henry Boot PLC can be found on pages
8 to 11. These documents are central
to the understanding of the long-term
business model.
We have operated the current business
model successfully over the past 15
years, and have a 130-year unbroken
history. By their nature the Group’s
activities tend to be very long term,
especially in the land development
business, and the Group’s strategy and
experience in this sector has been built
up over many years. Over the last ten
years the Group has reported an average
profit before tax of £22m per annum,
added almost £100m to net assets and
paid £58m in dividends, all from the
trading segments it now operates, and
at no stage in the downturn, between
2008 and 2010, did the Company
make a trading loss. Forecasts for the
viability assessment period indicate a
positive continuation of these financial
results, underpinned by the commercial
development and land opportunities we
already control.

The assessment process
The Group’s prospects are assessed
through an annual budgeting process
led by the main Board Executive
Directors and the boards of the individual
subsidiaries. A detailed annual budget
is agreed prior to the commencement
of the current financial year and
reforecasting takes place each month

Viability Statement
Based on their assessment of prospects
and viability above, the Directors confirm
that they have a reasonable expectation
that the Group will be able to continue in
operation and meet its liabilities over the
three-year period ending 31 March 2019.

Strategic Report

Introduction

Secondly, a health and safety related
breach that causes a fatality (or similar
serious outcome). We manage this risk
through a very robust health and safety
policy, zero tolerance towards policy
breaches and treat health and safety
as the first matter for discussion on our
Company Board meeting agendas. Our
safety scores continue to be well into
the top quartile of the UK construction
industry and we have achieved a very
safe working environment over the last
20 years.

Assessment of viability
The long-term strategy, the annual
budget and the two-year forecasts reflect
the Directors’ best estimates of the future
prospects for the business. We have also
reviewed a number of potential viability
risks to the Group and consider that the
following represent scenarios which if not
carefully managed could impact on the
Group’s viability:

Governance

Viability Statement

throughout the financial year within
each business and consolidated at
Group level. The two succeeding years
are also forecast, using predominantly
known and controlled opportunities,
to assess the longer-term viability of
the Group. As a largely deal-driven
business, it is considered inappropriate
to attempt to forecast further out via
an extrapolation of years one to three,
albeit asset trading and development is
central to the Group’s long-term strategy.
Stress testing these forecasts highlights
that if economic conditions worsen and
developments and land sales do not
happen as envisaged, we invest and
borrow less and, whilst profitability is
lower, the stable construction segment
income covers most of our overhead
costs. Whilst we do not foresee it, only
a very long-term, unprecedented lack
of liquidity in the UK residential and
commercial property markets would
cause any threat to the viability of the
Group.

Firstly, overtrading developments in
progress with the attendant increase
in leverage, at the same time as the
property cycle turns down, asset values
are falling and schemes have to be
completed to create best value. This
creates a potentially damaging scenario
where debt is rising and asset values are
falling. Mindful of this scenario, we have
prudent debt levels (even at maximum
facility utilisation of £65m) and we have
pre-sold more than 90% of the current
development work in progress.

Financial Statements

The Directors have, at the time of
approving the Financial Statements,
a reasonable expectation that the
Company and the Group have adequate
resources to continue in operational
existence for the foreseeable future. Thus
they continue to adopt the going concern
basis of accounting in preparing the
Financial Statements.

Shareholder Information

Going concern
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