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This document is an AIM admission document and has been drawn up in accordance with the AIM Rules for
Companies. This document does not constitute a prospectus within the meaning of section 85 of FSMA, has not been
drawn up in accordance with the Prospectus Rules and has not been approved by or filed with the Financial Conduct
Authority (‘FCA’). This document does not constitute an offer of transferable securities to the public within the meaning
of FSMA or otherwise.
The Company and the Directors of the Company, whose names appear on page 6 of this document, accept
responsibility, collectively and individually, for the information contained in this document, including individual and
collective responsibility for compliance with the AIM Rules for Companies. To the best of the knowledge of the
Company and the Directors (having taken all reasonable care to ensure such is the case) the information contained in
this document is in accordance with the facts and does not omit anything likely to affect the import of such
information.
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independent financial adviser. Each AIM company is required pursuant to the AIM Rules for Companies to have a
nominated adviser. The nominated adviser is required to make a declaration to the London Stock Exchange plc on
Admission in the form set out in Schedule Two of the AIM Rules for Nominated Advisers. The London Stock Exchange
plc has not itself examined or approved the contents of this document.
The whole of the text of this document should be read. You should be aware than an investment in the Company
involves a high degree of risk. Your attention is drawn to the risk factors set out in Part II of this document.

entu (UK) plc
(Incorporated and registered in England and Wales with registered number 8957339)

Placing of 32,800,000 Ordinary Shares of £0.0005 each at £1.00 per Ordinary Share
and
Admission to trading on AIM

Nominated Adviser

Broker

Share capital immediately following Admission
65,600,000 Ordinary Shares of £0.0005 each, issued and fully paid
The Placing Shares will, on Admission, rank pari passu in all respects with the Ordinary Shares including the right to
receive all dividends or other distributions declared, paid or made after Admission.
Grant Thornton UK LLP (‘Grant Thornton’) and Zeus Capital Limited (‘Zeus Capital’) are authorised and regulated in
the United Kingdom by the FCA and are advising the Company and no one else in connection with the Placing and
Admission (whether or not a recipient of this document), and are acting exclusively for the Company as nominated
adviser and broker respectively for the purpose of the AIM Rules for Companies. Grant Thornton and Zeus Capital will
not be responsible to any person other than the Company for providing the protections afforded to its customers, nor
for providing advice in relation to the Placing and Admission or the contents of this document. In particular, the
information contained in this document has been prepared solely for the purposes of the Placing and Admission and
is not intended to inform or be relied upon by any subsequent purchasers of Ordinary Shares (whether on or off
exchange) and accordingly no duty of care is accepted in relation to them.

Without limiting the statutory rights of any person to whom this document is issued, no representation or warranty,
express or implied, is made by Grant Thornton or Zeus Capital as to the contents of this document. No liability
whatsoever is accepted by Grant Thornton or Zeus Capital for the accuracy of any information or opinions contained
in this document, for which the Directors are solely responsible, or for the omission of any information from this
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for, Ordinary Shares in any jurisdiction in which such offer or solicitation is unlawful. In particular, the Ordinary Shares
have not been, and will not be, registered under the United States Securities Act of 1933, as amended, (the ‘Securities
Act’) or qualified for sale under the laws of any state of the United States or under the applicable laws of any of
Canada, Australia, the Republic of South Africa, the Republic of Ireland or Japan and, subject to certain exceptions,
may not be offered or sold in the United States or to, or for the account or benefit of, US persons (as such term is
defined in Regulation S under the Securities Act) or to any national, resident or citizen of Canada, Australia, the
Republic of South Africa, the Republic of Ireland or Japan. Neither this document nor any copy of it may be sent to
or taken into the United States, Canada, Australia, the Republic of South Africa, the Republic of Ireland or Japan, nor
may it be distributed directly or indirectly to any US person or to any persons with addresses in Canada, Australia, the
Republic of South Africa, the Republic of Ireland or Japan, or to any corporation, partnership or other entity created
or organised under the laws thereof, or in any country outside England and Wales where such distribution may lead
to a breach of any legal or regulatory requirement.
Copies of this document will be available free of charge to the public during normal business hours on any day
(Saturdays, Sundays and public holidays excepted) at the offices of Grant Thornton, 30 Finsbury Square, London,
EC2P 2YU from the date of this document and shall remain available for a period ending one month after Admission.
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Forward-looking Statements
This document includes statements that are, or may be deemed to be, “forward-looking statements”.
These forward-looking statements can be identified by the use of forward-looking terminology,
including the terms “believes”, “estimates”, “plans”, “projects”, “anticipates”, “expects”, “intends”,
“may”, “will” or “should” or, in each case, their negative or other variations or comparable
terminology, or by discussions of strategy, plans, objectives, goals, future events or intentions. These
forward-looking statements include all matters that are not historical facts. They appear in a number
of places throughout this document and include, but are not limited to, statements regarding the
intentions, beliefs or current expectations of the Company, the Board, concerning, among other
things, the Company’s results of operations, financial position, liquidity, prospects, growth and
strategy.
By their nature, forward-looking statements involve risk and uncertainty because they relate to future
events and circumstances. Forward-looking statements are not guarantees of future performance and
the development of the markets may differ materially from those described in, or suggested by, the
forward-looking statements contained in this document. In addition, even if the development of the
markets and those sectors are consistent with the forward-looking statements contained in this
document, those developments may not be indicative of developments in subsequent periods. A
number of factors could cause developments to differ materially from those expressed or implied by
the forward-looking statements including, without limitation, general economic and business
conditions, industry trends, competition, commodity prices, changes in law or regulation, currency
fluctuations, political and economic uncertainty and other factors discussed in the sections Part I
“Information on the Group”, Part II “Risk Factors”, Part III, “Historical Financial Information”, and
Part IV “Additional Information” of this document.
Any forward-looking statements in this document reflect the Company’s current view with respect to
future events and are subject to risks relating to future events and other risks, uncertainties and
assumptions relating to the Company’s investing strategy. Investors should specifically consider the
factors identified in this document which could cause results to differ before making an investment
decision. These forward-looking statements speak only as at the date of this document. Subject to any
applicable obligations, the Company undertakes no obligation to update or review any forwardlooking statement, whether as a result of new information, future developments or otherwise. All
subsequent written and oral forward-looking statements attributable to the Company or individuals
acting on behalf of the Company are expressly qualified in their entirety by this paragraph.
Prospective investors should specifically consider the factors identified in this document (including
the Risk Factors set out in Part II of this document) which could cause actual results to differ before
making an investment decision. Investors should note that the contents of these paragraphs relating
to forward-looking statements are not intended to qualify the statement made as to sufficiency of
working capital in paragraph 17 of Part IV of this document.
Bases and Sources
Various market data and forecasts used in this document have been obtained from independent
industry sources. The Company has not verified the data, statistics, or information obtained from these
sources and cannot give any guarantee of the accuracy or completeness of the data. Forecasts and
other forward looking information obtained from these sources are subject to the same qualifications,
risks and uncertainties as above. Various figures and percentages in tables in this document have been
rounded and accordingly may not total. Certain financial data has also been rounded. As a result of
this rounding, the totals of data presented in this document may vary slightly form the actual
arithmetical totals of such data. All times referred to in this document are, unless otherwise stated,
references to London time.
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PLACING AND ADMISSION STATISTICS
Placing Price

£1.00

Number of Placing Shares being sold on behalf of the Selling Shareholders

32,800,000

Estimated net proceeds of the Placing receivable by the
Selling Shareholders(2)

£31.82 million

Number of Ordinary Shares in issue immediately following Admission

65,600,000

Market capitalisation of the Company at Admission at the Placing Price
immediately following Admission(1)

£65.60 million

Percentage of Ordinary Shares being placed on Admission

50 per cent.

AIM Ticker

ENTU

ISIN

GB00BQXKYQ29
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www.entu.org
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Publication of this document

16 October 2014

Admission becoming effective and commencement of dealings
in the Ordinary Shares on AIM
CREST accounts credited in respect of Placing Shares
Despatch of definitive share certificates, where applicable

8.00 a.m. on 30 October 2014
As soon as possible after
8.00 a.m. on 30 October 2014
13 November 2014

References to times and dates in the timetable above are to London, UK time unless otherwise stated.
Each of the times and dates in the above timetable is subject to change.
Notes:
(1)
The market capitalisation of the Company at any given time will depend on the market price of the Ordinary Shares at that time.
There can be no assurance that the market price of an Ordinary Share will equal or exceed the Placing Price.
(2)
Net proceeds receivable by the Selling Shareholders are stated after deducting the Placing commissions of approximately
£0.98 million.
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DEFINITIONS
The following definitions apply throughout this document unless the context requires otherwise:
‘2006 Act’

the Companies Act 2006, as amended

‘Admission’

admission of the Ordinary Shares to trading on AIM
becoming effective in accordance with the AIM Rules

‘Admission Document’

this document dated 16 October 2014

‘AIM’

AIM, a market operated by the London Stock Exchange

‘AIM Rules’

the rules for companies whose securities are admitted to
trading on AIM, as published by the London Stock
Exchange from time to time

‘AIM Rules for Nominated Advisers’

the rules setting out the eligibility, on-going obligations
and certain disciplinary matters in relation to nominated
advisers, as published by the London Stock Exchange
from time to time

‘Articles’

the articles of association of the Company

‘Audit Committee’

the audit committee of the Board, as constituted from
time to time

‘Board’ or ‘Directors’

the board of directors of the Company as at the date of
this document whose names are set out on page 6 of this
document

‘Company’ or ‘entu’

entu (UK) plc, a company incorporated in England and
Wales with registered number 08957339

‘CREST’

the relevant system (as defined in the CREST Regulations)
for paperless settlement of share transfers and the
holding of shares in uncertificated form which is
administered by Euroclear UK & Ireland Limited

‘CREST Regulations’

the Uncertificated Securities Regulations 2001

‘EBITDA’

earnings before
amortisation

‘FCA’

the Financial Conduct Authority

‘FSMA’

the Financial Services and Markets Act 2000, as
amended

‘Grant Thornton’

Grant Thornton UK LLP, nominated adviser to the
Company

‘Group’

the Company and each of its Subsidiaries and ‘Group
Company’ shall be construed accordingly

‘HMRC’

HM Revenue & Customs

‘London Stock Exchange’

London Stock Exchange plc
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interest,

tax,

depreciation

and

“Management Incentive Plan”

the management incentive plan to be adopted by the
Company, conditional on Admission

‘Model Code’

the model code on directors’ dealings in securities, as set
out in the appendix to chapter 9 of the listing rules of the
FCA

‘Official List’

the Official List of the UK Listing Authority

‘Ordinary Shares’

ordinary shares of £0.0005 each in the capital of the
Company

‘Panel’

The Panel on Takeovers and Mergers

‘Placees’

any person purchasing Ordinary Shares pursuant to the
Placing

‘Placing Agreement’

the agreement dated 16 October 2014 entered into
between the Company, the Directors, Grant Thornton,
Zeus Capital, Brian Kennedy and Belinda Blackhurst,
details of which are set out in paragraph 9 of Part IV of
this document

‘Placing’

the conditional placing of the Placing Shares by Zeus
Capital, as agent for the Selling Shareholders, pursuant to
the Placing Agreement

‘Placing Price’

£1.00 for each Placing Share

‘Placing Shares’

the 32,800,000 Ordinary Shares to be sold by the Selling
Shareholders pursuant to the Placing

‘Prospectus Rules’

the Prospectus Rules of the FCA brought into effect on
1 July 2005 pursuant to Commission Regulation (EC)
No. 809/2004 and the Prospectus Regulations 2005 (SI
2005/1433)

‘Relationship Agreement’

the relationship agreement to be entered into on
Admission between the Company, Grant Thornton, Zeus
Capital and the Selling Shareholders, further details of
which are set out in paragraph 10(k) of Part IV of this
document

‘Remuneration Committee’

the remuneration committee of the Company, as
constituted from time to time

‘QCA’

Quoted Companies Alliance

‘QCA Corporate Governance Code’

The Corporate Governance Code for small and
mid-sized companies, 2013, being the principles of good
governance and code of best practice applicable to small
and mid-sized quoted companies, including AIM
Companies, issued by the QCA as amended from time to
time

‘Selling Shareholders’

Brian Kennedy, Ian Blackhurst, Belinda Blackhurst, and
Darren Cornwall, further details of whom are set out in
paragraph 9 of Part IV of this document
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‘Shareholder(s)’

(a) person(s) who is/are registered as holder(s) of
Ordinary Shares from time to time

‘Subsidiary’

any subsidiary or subsidiaries as defined in the 2006 Act

‘Takeover Code’

The City Code on Takeovers and Mergers

‘UK’ or ‘United Kingdom’

United Kingdom of Great Britain and Northern Ireland

‘US’ or ‘United States’

the United States of America, its territories and
possessions, any state of the United States of America
and the District of Columbia

‘uncertificated’ or ‘in uncertificated form’ recorded on the register of Ordinary Shares as being held
in uncertificated form in CREST, entitlement to which, by
virtue of the CREST Regulations, may be transferred by
means of CREST
‘Zeus Capital’

Zeus Capital Limited, a company incorporated in
England and Wales with registered number 4417845

‘£’ or ‘Sterling’

UK pounds Sterling
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PART I
INFORMATION ON THE GROUP
1.

INTRODUCTION

entu is a multi-product and service home improvement group providing energy efficiency products
and services to homeowners in the UK. Since its inception in 2008, the Group has grown both
organically and through strategic acquisitions. The Group now comprises four business segments that
are engaged in the sale of home improvement products, the sale of energy generation and energy
saving products, the sale of insulation products, and a repairs and renewals service agreement
programme. A national installation service supports all four business segments.
Products sold by the Group include energy efficient windows, doors, conservatories and external and
cavity wall insulation together with solar power generation products and energy efficient boilers. All
products sold by the Group are sourced from third party suppliers and manufacturers. The Group’s
key brands are Zenith, Penicuik, Weatherseal, Staybrite Solar, Energy Hypermarket, Job Worth Doing
and Europlas. The brands have significant presence in regional markets across the UK.
The Group had aggregate revenues for the year ended 31 October 2013 of £95.47 million (2012:
£91.74 million) and EBITDA1 of £6.34 million (2012: £6.74 million). For the six month period ended
30 April 2014, the Group had aggregate revenues of £57.91 million (2013: £44.04 million) and
EBITDA1 of £5.56 million (2013: £2.75 million).
The Group’s headquarters are located in Manchester and it operates 71 sales and marketing offices
across the UK. Customer services are delivered from two service centres in Norwich and Winsford
and there are 14 installation and service centres across England and Scotland. The Group has a
centralised administration function which provides, amongst other things, compliance, customer
service, human resources and finance services to the rest of the Group. As at 31 August 2014, the
Group had 365 full time employees and utilised 1,216 self-employed canvassers, 530 self-employed
sales agents and 827 self-employed installation professionals.
The Directors consider the Group is well placed for continued growth, both organically and through
acquisition opportunities due to its national coverage of installation and service centres as well as a
diversified focus on energy efficiency. Admission will provide the Group with access to funding for
growth and drive increased brand awareness and credibility across all target markets as well as
providing a partial exit to the Selling Shareholders.
2.

HISTORY OF THE GROUP

Ian Blackhurst, the Chief Executive Officer of the Company, and Brian Kennedy, a substantial
shareholder in the Company, have a longstanding involvement in the home improvements sector. In
2008 the Shareholders, which include Darren Cornwall, the Group Chief Financial Officer, decided
to undertake appropriate acquisitions to create a national business, originally selling and installing a
range of home improvements products. Non organic growth was achieved through a number of
strategic acquisitions of regional home improvement businesses.
The first acquisition took place in January 2008 when Existing Domain Limited (now known as Home
Install Limited) acquired certain of the assets of the business of the Norfolk based Zenith Staybrite
Limited. Further acquisitions included Scotland based Weatherseal Home Improvements Limited,
Scotland based Penicuik Home Improvements Limited, and South West based Europlas Limited.

1. EBITDA stated for continuing operations and before provisions for related party loans.
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The Group has historically sought to acquire businesses with well-established local brands and
incorporate them into the Group without compromising their distinct culture and identity. Between
2009 and 2013 the Group continued to achieve strong organic revenue growth through expansion of
each division while also focussing on sustainable, high growth sectors such as energy efficiency and
energy generation.
The Group existed, until recently, as three separate groups under common ownership and control,
but operated as a single group. The holding companies for each of the three groups comprised HI
Sales Limited, JWD Installations Limited and KBC Energy Limited. In 2014 the Company was
incorporated to bring the three separate groups together and create a coherent and unified corporate
group structure. This reflects the diverse yet fully integrated nature of entu’s product range and enables
cross-selling whilst maintaining the strength of the regional brands under a strong national group
identity.
3.

THE MARKET

There are around 27 million residential homes in the UK, all of which the Directors believe, given
entu’s national coverage, are potential customers of the Group. The overall home improvements
market is worth an estimated £27 billion annually with windows and doors alone worth around
£3.4 billion in 2013.
Doors, windows and conservatories
The UK domestic market for doors, windows and conservatories has shown recent improvement
following a faltering recovery in the market between 2010 and 2012. Growth of 6 per cent. was
achieved in 2010, with little growth demonstrated in 2011 and only 1 per cent. growth in 2012.
Stronger growth of 6 per cent. was recorded in 2013.
Increased construction activity was not immediately evident following the recession and consumer
spending was slow to recover. However, 2013 showed a much stronger performance in the sector
with new construction activity evident and the underlying economic concerns, which were
contributing to the muted recovery in the sector, appearing to have progressively eased since early
2013.
There are several contributing factors to this trend. Employment uncertainty and wage stagnation,
along with high inflation (particularly fuel inflation) were having a negative impact on consumer
confidence which meant that consumers were delaying non-essential expenditure on home
improvements. Now that there are positive signs of economic recovery, such as improving consumer
confidence, Government incentives encouraging home ownership driving growth in the construction
industry, and some improvement in consumer access to credit, the home improvements market is
forecasting positive growth. According to a recent Mintel report and trade estimates and forecasts, the
home improvements market is set to grow from around £3.5 billion in 2014 to £4.1 billion in 2018.
Despite the scale of the domestic market for doors, windows and conservatories, it remains highly
fragmented with a large number of small independent companies operating in the sector. The
Directors believe that smaller operators may be forced into consolidation as a result of the changes
to FCA regulations on consumer finance.
Energy efficiency
Over a quarter of the UK’s total energy consumption is used in housing. Despite widespread use of
central heating and increased use of appliances in homes, energy usage per household has fallen by
18 per cent. since 1970 as a result of dramatic improvements in energy efficiency in water and space
heating through increased boiler efficiency and the use of insulation in many homes. Government
initiatives also continue to encourage better roof and wall insulation, double-glazing and more
efficient heating systems to be installed in new and existing homes.
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Despite the decrease in energy usage per household, there has been a modest increase of 17 per cent.
in real terms in energy bills since 1970. The recent widespread media focus on energy prices has
meant that consumers are more conscious of energy efficiency measures to save money on energy
consumption which is likely to be further encouraged by the increased use of smart meters.
In January 2013, the Government introduced the Energy Companies Obligation (“ECO”) for the larger
energy suppliers which is designed to reduce the UK’s energy consumption and support people living
in fuel poverty. It seeks to achieve this by funding energy efficiency improvements which are worth
around £1.3 billion annually. The Group has taken advantage of such Government initiatives by
working with organisations such as British Gas Trading Limited to assist them with developing
initiatives to achieve a reduction in carbon emissions targets, carbon savings community targets and
home heating costs reduction targets by providing cavity wall insulations.
The Green Deal was also launched in January 2013 and offers an innovative financing mechanism
which lets people pay for some or all of the cost of energy-efficiency improvements through savings
on their energy bills. The Green Deal Home Improvement Fund was closed to further applications in
July 2014. Under this scheme, Job Worth Doing has been a Green Deal Approved Installer since
February 2013 and was authorised to install certain home improvement technologies under the
Green Deal Cashback Scheme. The Green Deal Cashback Scheme rewards Green Deal customers
where householders in England and Wales can claim cashback from Government for energy saving
improvements like insulation, front doors, windows and boilers.
In light of its commitment to reducing carbon emissions by 80 per cent. by 2050, the Government is
expected to continue to support and promote measures to reduce energy usage and optimise energy
efficiency in the home. Combining this with an increased push from consumers for increased energy
self-sufficiency through the adoption of solar panels and the growing popularity of remote home
heating controls, set against more positive macro-economic conditions, the market for energy
efficient home improvements is expected to continue to grow and the Directors believe that the
Group is well placed to benefit from this growth.
4.

COMPETITION

The Directors believe that the consolidation of the Group under one brand will enable it to offer a
one stop shop for energy efficiency at home through the provision of a range of energy saving and
energy generation products. These range from double-glazed windows through to solar panels and
energy efficient boilers.
The Directors believe that entu has limited direct competition as its energy efficiency home
improvements business model differentiates it from other operators in the market who predominantly
focus on more traditional home improvement products such as doors, windows and conservatories.
Of the other national brands operating in the home improvements sector, Anglian Windows Limited,
Everest Limited and Safestyle UK plc all have a manufacturing arm in addition to their retail
operations and do not operate extensively in the energy efficiency market outside of windows and
doors. Of those major competitors only Anglian Windows Limited is a Green Deal Approved Installer.
In respect to the energy generation and energy saving products, the Directors believe that Mark
Group Limited is their biggest competitor, labelling themselves as the “Energy Saving Specialists”,
however they do not sell windows or doors.
The Directors estimate that the Group’s market share of the general home improvement sector based
on the Group revenue to 31 October 2013 is approximately 2.6 per cent. Collectively, entu, Everest
Limited, Anglian Windows Limited and Safestyle UK plc account for approximately 22.7 per cent. of
the general home improvement market. The remaining 77.3 per cent. of the market is very fragmented
and is generally characterised by regional operators and local traders.
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5.

THE ENTU BUSINESS

The Group is a brand led business with a strong regional focus. It operates through four business
segments using several regional brands, all of which are supported by the Group’s national
installation brand, Job Worth Doing. The segments comprise (i) the sale of home improvement
products, (ii) the sale of energy generation and energy saving products, (iii) the sale of insulation
products and (iv) the repairs and renewals service agreement programme. The products sold by each
brand are detailed in the following matrix:

group

•

Home Improvement Products
Energy Generation and
Energy Saving Products

•

Insulation Products

•

•

Repairs and Renewals
Service Agreement

•

•

•

•

•

•

•

•

•
•

•
•

•
•

•

•

•

•

•

•

•

•

•

Regional focus and principal brands
The Group operates throughout England and Scotland and is comprised of businesses with brands
that have a regional presence and have sought to retain their regional identity. Each of the businesses
are run as individual operating units with sales methods which are considered to be the most effective
in the regions in which they operate. Local customer acquisition and direct sales methods are
adopted within each of the Group’s 71 sales and marketing offices based on previous success rates
for that particular region.
The sales locations and target markets of the principal brands can be summarised as follows:
Brand

Sales locations

Zenith
Weatherseal
Penicuik
Staybrite Solar
Europlas
Norwood

32
17
11
6
3
2

Target market

East Anglia and South East England
Scotland
Scotland
South of England
South West England
North of England

Business segments and products
Operating through the four business segments of home improvement products; energy generation and
energy saving products; insulation products and the repairs and renewals service agreement
programme, the following products are sold by the Group.
•

Home Improvement Products
For the year ended 31 October 2013 the Home Improvement Products business segment
represented £71.2 million or 74.6 per cent. of Group sales (2012: 78.3 per cent.). Home
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improvement products are sold by seven of the Group’s brands: Zenith, Weatherseal, Penicuik,
Europlas, Norwood, St Helens Glass and St Andrews Home Improvements. Products sold by
the home improvement products segment which focuses on the retrofit market include:
—

Windows
The Group supplies a range of double-glazed and uPVC double glazed windows,
casement windows, sash windows and tilt and turn windows. All windows supplied by
the Group are ‘A’ rated by the Energy Saving Trust and have certification such as Eco
Brite® and ClariTherm which reduce the amount of thermal energy lost. They also feature
EcoTherm® technology which allows solar gain to be retained inside the property and
argon filled double-glazed units for greater thermal efficiency.

—

Doors
The Group supplies a range of uPVC double glazed residential doors, French doors and
patio doors. All doors have security features and locking systems and are double-glazed
and double sealed to prevent draughts and provide added thermal insulation.

—

Conservatories
The Group supplies a range of bespoke uPVC conservatories, garden rooms and
orangeries in a variety of styles and finishes, offering heat control systems and insulated
roofs which prevent heat loss during cold weather.

—

Roofline
Roofline is a category of products that includes uPVC bargeboards, cladding and soffits
and facias which form the frontage below the roofs and eaves of many homes.

•

Energy Generation and Energy Saving Products
For the year ended 31 October 2013, the energy generation and energy saving products
segment represented £20.8 million or 21.8 per cent. of Group sales (2012: 19.4 per cent.).
Energy generation and saving products are mainly sold by four of the Group’s brands: Energy
Hypermarket, Soltrac, Zest and Essex Solar. Products sold by the energy generation and energy
saving segment include:
—

Solar photovoltaic
Solar photovoltaic is the lead product sold by this business segment. Solar photovoltaic
not only saves a consumer money by reducing their energy bill but also generates an
income via a feed-in tariff that pays the customer for each kilowatt of energy the panels
generate.

—

Air to air heat pumps
Air to air heat pumps can provide heating and cooling for the home and can also feature
air purification technology which is beneficial to allergy sufferers. The heat pumps
convert latent energy in the air into heat in the home.

—

Voltage regulators
Voltage regulators control the voltage received by appliances to reduce the amount spent
on excess energy.
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—

Remote heating controls
Remote intelligent heating and lighting controls are expected to become a desirable
product over the next three years with the market expected to triple in size as the
products become more affordable and smartphones become more prevalent.

—

Boilers
The division supplies energy efficient combination boilers, conventional boilers and
system boilers.

•

Insulation Products
For the year ended 31 October 2013, the insulation products segment represented £1.2 million
or 1.3 per cent. of Group sales (2012: nil). Insulation products are predominantly sold by Zest
and Zenith. Products sold by the insulation products segment include:
—

Cavity wall insulation
Cavity Wall Insulation is a filling blown into the gap between the exterior walls of a
house to reduce heat loss by conduction.

—

External wall insulation
External wall insulation is an insulating system fixed to external walls of a property with
mechanical fixings and adhesive. This is then covered with a mesh reinforcement, base
coat and finally a decorative finish. The process can significantly enhance the thermal
insulation of a building whilst providing the added benefits of sound proofing, enhancing
the exterior appearance of the home and damp proofing.

—

Loft insulation
Heat loss through the roof can be reduced by laying loft insulation. This works in a
similar way to cavity wall insulation.

•

Repairs and Renewals Service Agreement Programme (“RRSA”)
For the year ended 31 October 2013, the RRSA programme represented £2.2 million or 2.3 per
cent. of Group sales (2012: 2.2 per cent). RRSA is offered by all business segments on all
products except cavity wall insulation and external wall insulation. For the year ended
31 October 2013 around 60 per cent. of the Group’s customers opted to join the RRSA
programme (2012: 57 per cent.).
The RRSA is an annual plan offered to customers. For a fee of £90 per annum, customers
receive additional cover for the product supplied in relation to accidental damage, burglary,
fire and flood which are not covered by the standard product warranty offered by the Group.
The customer signs up to RRSA at the meeting where the product order is placed and it is
automatically renewed on an annual basis unless the customer cancels.

National Installation
Job Worth Doing is the Group’s branded national installation service which services regional product
brands as one single national installation service using a network of self-employed tradesmen
operating from 14 installation service centres across the UK, with around 80 per cent. of the
population within one hour’s drive of a centre. Job Worth Doing primarily works in conjunction with
the entu brands, through which the vast majority of its revenue is generated, but has also worked on
behalf of third party companies such as Tesco plc and Next plc.
Job Worth Doing’s installation services are diverse and range from hanging a picture, to installing a
conservatory. In addition, its services cover the installation of products which may be covered by ECO
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funding such as home insulation and boiler replacements. ECO measures can only be supplied by
installers with the authorised Green Deal Installer status. Job Worth Doing is a registered and fully
qualified Green Deal Installer and the insulation technicians referred by the Group are trained to
British Board of Agrement standards. It holds Approved Code of Practice Certificates in gas safety and
is ISO9001 certificated.
Job Worth Doing is currently working with British Gas Trading Limited with a focus on the roll-out of
cavity wall insulation to households to help meet the ECO targets that apply to the big six energy
suppliers who have legal obligations to deliver energy efficiency measures to domestic energy users.
It has a central customer services team based in Winsford and uses a network of 827 active selfemployed installation professionals with access to a further pool of individuals where required.
Government Disclosure and Barring Service checks (previously known as CRB checks) are performed
on all tradesmen and their quality and performance is regularly monitored by the Group through
customer satisfaction surveys. Customer survey results from June 2014 indicate 96 per cent. customer
satisfaction.
Tradesmen are taken on as and when there is a local requirement. All self-employed installation
professionals wear Job Worth Doing branded uniforms and utilise approximately 200 delivery vans
branded with the Job Worth Doing livery which are leased by the Group. Approximately 23,000
installation jobs were completed in the year ended 31 October 2013 (2012: approximately 22,000
installation jobs).
Marketing and customer acquisition
entu seeks to acquire new customers through a variety of channels which are designed to result in an
opportunity for a sales agent to meet with a potential new or existing customer. A significant
proportion of the Group’s direct lead generation efforts are delivered through telephone canvassing
and door-to-door canvassing. The Group is however is intending to make increasing use of the
internet as a way to market to new and existing customers.
—

Direct sales
Initial contact is made with the potential customer through door-to-door canvassing or
telephone canvassing. The Group currently utilises 1,216 self-employed door canvassers and
telesales personnel. Direct sales for each brand are carried out at a local level with different
methods proving successful in different regions.

—

Media advertising and internet
Local television, radio, newspaper advertising and promotional leaflet campaigns are run in the
regions to support telephone and door-to-door canvassing efforts by increasing brand and
product awareness.

—

Internet marketing
Internet marketing is intended to be increasingly used to drive potential customers to the
individual brand websites as a way to generate sales leads for sales agents. The Directors
believe that this will be aided by the development of the entu branded website which will
provide access to all products and services offered by the Group regardless of regional
presence and providing significant opportunities for cross-selling. The Directors will continue
to focus on the use of the internet for customer acquisition.

Where a potential customer has expressed interest in an appointment, a booking team arranges an
appointment which is attended by one of the Group’s 530 self-employed sales agents at the customers
home. The sales agents have some discretion over pricing within set guidelines. Once a sale is made,
and financing options have been agreed by the sales agent, a central team calls the customer to
confirm pricing and their understanding of the sale and to book a survey appointment to check
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technical feasibility of the installation and to take measurements. After a survey has been carried out,
an installation appointment is made with the customer and stock orders are processed which are
controlled centrally by the Group for delivery to the fourteen installation services centres located
throughout the UK. Installation is then performed by installers from Job Worth Doing.
Customers and consumer finance
The Group’s customer base of UK homeowners encompasses a diverse demographic profile. The
varying price points of different products offered by the Group and the option for customers to use
third party credit finance to purchase products means that more homeowners are financially capable
of making purchases from the Group. Customers typically purchase entu’s products to either upgrade
out-dated features in their homes or to replace existing products which usually have a finite life.
As the Group supplies high value items (such as conservatories and solar products) direct to
consumers and approximately 53 per cent. of the Group’s sales for the year ended 31 October 2013
(2012: 48 per cent.) were financed on credit provided to the customer by a third party lender. The
main lenders used by the Group are Barclays Bank plc, Hitachi Capital (UK) Limited and Shawbrook
Bank Limited. The standard credit terms are typically fifteen years for solar and ten years for other
products.
In order to sell products using credit, the Group is required to hold a credit broking licence. Following
the change in regulator of consumer credit authorisation from 1 April 2014, several of the companies
in the Group have been granted interim permission by the FCA in respect of their consumer credit
licences to carry out credit brokerage. The FCA have given the Group date slots in 2015 during which
time it must apply for and be granted full permission by the FCA.
Whilst the Group does not take the credit risk for each customer, in certain cases some Group
Companies have entered into guarantee arrangements with those third party lenders in respect of any
remedial action which may be required in respect of a product supplied to the customer which has
resulted in the customer refusing to make payments under the terms of the finance agreement.
Suppliers and stock
Key suppliers to the Group are window and door manufacturers and solar panel providers. For the
year ended 31 October 2013, the Group sourced windows and doors from four core window and
door suppliers, solar panels from two core providers, and trims and roofline products from two core
providers.
For the year ended 31 October 2013 approximately 68 per cent. of windows, doors and
conservatories were supplied by Indigo Products Limited which is a wholly owned subsidiary of
Epwin Group plc in which Brian Kennedy, a Selling Shareholder of the Group, is a 15 per cent.
shareholder. On 11 July 2014 the Company entered a five year exclusive supply agreement with
Epwin Group plc to supply the Group with certain products, primarily windows and doors. The
Group is committed to purchasing 75 per cent. of its PVC-U windows and doors and 100 per cent.
of other products in the first year and 100 per cent. of all products thereafter from Epwin Group
Limited and its group companies. The Directors believe that this supply agreement will provide the
Group with continuity and security of supply in addition to better forward visibility on product supply
costs. Further details of the exclusive supply agreement contract are set out in paragraph 8.4 of Part
IV of this document.
Due to their bespoke nature, most of the products supplied such as doors and windows are
manufactured to order by third party suppliers with a lead time of approximately two weeks. The
Group does not carry large amounts of stock with £1.4 million held in stock as consumables and
customer made-to-order goods at 30 April 2014. Stock has historically turned weekly resulting in low
stock obsolescence primarily as a result of the bespoke nature of the products.
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6.

STRATEGY

New products
entu’s primary strategy is to focus on driving organic growth through the development of new product
and service offerings, in particular, energy efficiency products and services. This is a fast growing
market in the UK due to a combination of Government incentives encouraging more efficient use of
energy, and increasing consumer awareness of the financial and environmental benefits of adopting
energy saving measures in the home.
The Directors consider that there are significant opportunities for growth by enhancing the Group’s
product range in energy efficient boilers and low carbon products such as solar photovoltaic
installations. Also, the market for “smart energy control” products, such as remote intelligent heating
and lighting automation controlled by smartphones and other mobile devices, whilst a relatively new
market, is expected to triple in size over the next three years due to significant customer demand.
entu is looking to work with a home automation products provider to develop remote energy control
solutions for the home powered by a home energy automation ‘app’.
The Directors believe that there is a significant long term opportunity to bring these innovative
product offerings together to make entu a leading integrated provider of smart energy solutions for
homes throughout the UK.
Online sales and cross-selling
The Directors believe that there are significant organic growth opportunities available from leveraging
the unified, nation-wide entu brand whilst also maintaining the Group’s strong regional brand
identities, to drive cross-selling and lead generation from the existing database of approximately one
million customers.
entu is also focused on driving a greater proportion of sales through its website as it will enable a
more personalised customer service approach whilst significantly reducing the cost of customer
acquisition. The Directors’ aim is to increase website-generated sales leads. In addition, there is the
opportunity to engage a greater number of potential customers more effectively through advertising
and marketing campaigns under the unified brand.
Strategic acquisitions
entu has made effective use of carefully targeted acquisitions to help grow the business over recent
years. The Directors may explore further opportunities to increase the Group’s presence in certain
regions of the UK through selective acquisitions which meet strict earnings enhancement criteria.
7.

DIRECTORS AND SENIOR MANAGEMENT

Directors
The Board comprises David Forbes as Independent Non-executive Chairman, Ian Blackhurst as
Group Chief Executive Officer, Darren Cornwall as Group Chief Financial Officer, and Lorraine
Clinton and David Grundy as Independent Non-executive Directors.
David Malcolm Forbes, (aged 54), Independent Non-executive Chairman
David qualified as a chartered accountant in 1984 and has significant experience in Corporate
Finance advisory services for many years including 22 years in the Investment Banking division of
N M Rothschild Limited. He is currently a non-executive director at Vertu Motors plc, Renew
Holdings plc and boohoo.com plc.
Ian Peter Blackhurst, (aged 46), Group Chief Executive Officer
Ian has been the Chief Executive Office of the Group since its inception. He has driven the year on
year growth in revenues and profits and taken a lead role in the acquisition and integration of Zenith
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Staybrite Limited, Penicuik Home Improvements Limited, St. Andrew’s Home Improvements Limited,
The Essex Solar Company Limited and Europlas Limited. Ian also established group companies
including Job Worth Doing. Ian’s previous roles include Group Managing Director of Genesis
Communications, Managing Director of Scotplas Limited and Operations Director of Weatherseal
Home Improvements Limited.
Darren Karl Cornwall, (aged 45), Group Chief Financial Officer
Darren is Chief Financial Officer of the Group and has played a significant role in growing the
business to its current size through establishing all the new Group businesses, as well as through the
acquisition of all group businesses and assets. Previously Darren was Deputy Chief Finance Officer
of Eldorado, over which Dixons Group Plc held an option to acquire, and Finance Director of PC
World Business. Prior to that Darren was Finance Director of Genesis Communications, Group
Finance Director of Genesis Group and Finance Director of Scotplas Limited. Darren is a qualified
Certified Accountant.
Lorraine Elizabeth Clinton, (aged 49), Independent Non-executive Director
Lorraine has experience of UK and European blue-chip executive board roles, combined with multiindustry, public and private non-executive director experience. Between 1986 and 2006, Lorraine
spent more than twenty years as a senior executive at Pilkington plc, performing several key roles
such as European Commercial Director and Director of Architecture and Glazing. Lorraine has
experience of chairing board remuneration, nomination and audit committees and she chairs a
pension fund. She is currently a non-executive director of the University Hospital of South
Manchester. Lorraine was previously a non-executive director of the Service Personnel and Veterans
Agency.
David Kenneth Grundy, (aged 46), Independent Non-executive Director
David is a qualified chartered accountant and worked in the accountancy profession for more than
20 years. He has more than 15 years of corporate finance experience and was most recently North
West Managing Partner for Grant Thornton. In recent years, David has established his own
consultancy business and acts as an investor and non-executive director in a number of private and
public companies including the AIM quoted Flowgroup plc.
Senior Management
Philip Dunning, (aged 31), Group Finance Director
Phil is a Fellow of the Association of Chartered Certified Accountants and has worked at entu since
leaving university in a range of financial roles, from KPI accountant to his current role as Group
Finance Director.
Gary Burton, (aged 52), Group Managing Director, South
Gary has spent 25 years working in the home improvement sector. After initially starting as a sales
agent at a national kitchen sales company, Gary progressed to head of the premier sales branch before
joining Zenith, part of the Bowater home improvements group in 1990. Gary is Managing Director
of entu South, encompassing Zenith, Staybrite Solar, Zest and Europlas and is responsible for all areas
of sales, marketing and installations for those brands.
Anthony Reilly, (aged 46), Group Managing Director, North
Tony joined Weatherseal Home Improvements in 1996. He left in 2001 to take the role of Regional
Sales Manager at Genesis Communications before re-joining a constituent Group company in 2002.
His current role as Managing Director, North, encompasses six brands comprising Weatherseal,
Penicuik, St Helens, St Andrews, Energy Hypermarket and Norwood Interiors.
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Gavin Weir, (aged 53), Operations Director, North
In his role as entu’s Operations Director North, Gavin is responsible for managing a national network
of installation sites. Gavin was previously a director of various companies within the metals, property
and outsourcing group, Murray International Holdings Limited and was latterly the sales director of
Genesis Communications, a telecoms company, managing a network of sales teams.
Amos Wood, (aged 44), Operations Director, South
Amos joined the Group as the Operations Director South in March 2014. He started his career in the
Royal Air Force in 1988 where he worked until 1994. Subsequently he was employed in a variety of
engineering roles before moving into home improvements in 2007 at Anglian Windows Limited. He
later worked at FTSE 250 company Homeserve plc before re-joining Anglian Windows Limited as the
Midlands Divisional Operations Manager in 2010.
Natalie Douglas, (aged 31), Group Marketing Director
Natalie has 12 years of marketing experience in a variety of industries, including advertising, finance
and manufacturing. She started her career developing the Scooby-Doo brand in frozen food. Since
then she has worked on a global media transaction for Aviva plc, creating an award winning food
product with the Tulip Food Company A/S and worked with the McCartney family in promoting the
Linda McCartney vegetarian food brand.
8.

CORPORATE GOVERNANCE

The Directors recognise the importance of good corporate governance and confirm that, following
Admission, they intend to comply with the recommendations set out in the QCA Corporate
Governance Code. Following Admission, the Board will be comprised of two executive directors and
three independent non-executive directors (including the Chairman), reflecting a blend of different
experience and backgrounds. Following Admission, the Board will hold around eleven meetings a
year to review, formulate and approve the Group’s strategy, performance, budgets, corporate actions
and oversee the Group’s progress towards its goals.
The Company has established audit and remuneration committees of the Board with formally
delegated duties and responsibilities and with specific terms of reference. From time to time separate
committees may be set up by the Board to consider specific issues when the need arises. Due to the
size of the Group, the Directors have decided that issues concerning the nomination of directors will
be dealt with by the Board rather than a committee but will regularly reconsider whether a
nominations committee is required.
The Audit Committee determines the terms of engagement of the Group’s auditors and will determine,
in consultation with the auditors, the scope of the audit. The Audit Committee receives and reviews
reports from management and the Group’s auditors relating to the interim and annual accounts and
the accounting and internal control systems in use throughout the Group. The Audit Committee is
expected to meet formally at least three times a year and otherwise as required. The Audit Committee
has unrestricted access to the Group’s auditors. The chair of the Audit Committee is David Grundy
and its other members are Lorraine Clinton and David Forbes.
The Remuneration Committee reviews the performance of the Executive Directors and make
recommendations to the Board on matters relating to remuneration and terms of employment. The
Remuneration Committee will also make recommendations to the Board on proposals for the granting
of share option and other equity incentives pursuant to any share option scheme or equity incentive
scheme in operation from time to time. The Remuneration Committee is expected to meet formally
at least twice a year and otherwise as required. The chair of the Remuneration Committee is Lorraine
Clinton and its other members are David Forbes and David Grundy.
Following Admission, the Board will be responsible for monitoring the Group’s risks and
implementing other systems which are deemed necessary.
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9.

FINANCIAL RECORD

Part III of this document contains audited combined historic financial information relating to the
Group for the three years ended 31 October 2013 and the unaudited combined interim financial
information for the six months ended 31 April 2014.
The combined financial information presents the results of companies under common control (the
“Group”) as if they formed a single entity. The following financial information has been derived from
the financial information contained in Part III of this document and should be read in conjunction
with the full text of this document. Investors should not rely solely on the summarised information.

Revenue
Gross Profit
Operating Profit
EBITDA

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Six months
ended
30 April
2014
£’000

67,191
24,229
3,262
3,495

91,738
29,749
6,493
6,746

95,470
30,104
6,051
6,345

57,913
18,767
5,467
5,599

(746)
2,516

(1,492)
5,009

(946)
5,109

(1,189)
4,278

Tax
Profit after Tax

Operating profit, EBITDA and profit after tax are stated for continuing operations and before
provisions for related party loans all of which will be written off or settled prior to Admission.
10.

CURRENT TRADING AND PROSPECTS

Current trading is in line with Director’s expectations. The Directors continue to implement the
Group’s strategy, as set out in paragraph 6 of this Part I and remain confident about the future
prospects of the Group.
11.

SELLING SHAREHOLDERS

The Selling Shareholders have, pursuant to the terms of the Placing Agreement, agreed to sell the
Placing Shares at the Placing Price, raising gross proceeds for the Selling Shareholders of
approximately £32.8 million before expenses. The Company will not receive any proceeds from the
sale of the Placing Shares by the Selling Shareholders. Immediately prior to Admission, the Company
is directly and wholly owned by the Selling Shareholders. Immediately following Admission and the
Placing, the Selling Shareholders will hold in aggregate 32,800,000 Ordinary Shares, representing
50.0 per cent. of the Ordinary Shares.
The Relationship Agreement, which is conditional on and takes effect from Admission, is intended to
ensure that the Group is capable of carrying on its business independently of the Selling Shareholders
and its connected persons following Admission.
As part of the Relationship Agreement, Brian Kennedy has the right to nominate one person to be a
director for as long as he, either individually or with his connected persons is interested in shares in
the capital of the Company conferring more than 20 per cent. of the votes at a general meeting of the
Company. Should Brian Kennedy exercise his right, the Board is entitled to appoint a further nonexecutive Director in order to ensure that the Board continues to be majority independent. Further
details relating to the Relationship Agreement are summarised in paragraph 10(k) of Part IV of this
document.
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12.

PLACING AND PLACING AGREEMENT

The Placing Shares will represent approximately 50.0 per cent. of the Ordinary Shares at Admission.
The Selling Shareholders have agreed to sell 32,800,000 Placing Shares at the Placing Price which
will be placed with investors by Zeus Capital. Pursuant to the Placing Agreement, Zeus Capital has
agreed to use its reasonable endeavours to procure purchasers for the Placing Shares. Pursuant to the
Placing Agreement, the Company, the Directors and the Selling Shareholder have given certain
warranties (and the Company has given an indemnity) to Zeus Capital and Grant Thornton, all of
which are normal for this type of agreement.
The Placing, which is not underwritten, is conditional, inter alia, on the Placing Agreement becoming
unconditional and not having been terminated in accordance with its terms prior to Admission; and
Admission occurring no later than 30 October 2014 (or such later date as Zeus Capital and the
Company may agree, being no later than 5 November 2014). The estimated net proceeds of the
Placing are approximately £31.82 million, none of which will be payable to the Company.
Further details of the Placing Agreement are set out in paragraph 9 of Part IV of this document.
13.

REASONS FOR THE ADMISSION TO AIM

The Placing will enable the Selling Shareholders to realise part of their investment in the Company.
The Directors believe that Admission will be beneficial to the Group to (i) increase awareness of the
Group in its chosen markets, (ii) to facilitate management incentivisation through the implementation
of an executive share incentive plan, (iii) to allow all employees to participate in the ownership of the
Company through an employee share option plan, and (iv) to provide access to the equity capital
markets to support growth.
14.

DETAILS OF THE LOCK-IN AND ORDERLY MARKET ARRANGEMENTS

The Directors and the Selling Shareholders have each agreed with the Company, Grant Thornton and
Zeus Capital not to dispose of any of their interests in Ordinary Shares held or acquired for a period
of at least twelve months from the date of Admission, save in certain limited circumstances.
Furthermore, the Directors and the Selling Shareholders have each agreed, following the twelve
month period referred to above, not to dispose of any of their interests in Ordinary Shares for a further
period of six months, except through Zeus (or the Company’s broker from time to time) to maintain
an orderly market in the Ordinary Shares.
The aggregate interests following Admission which shall be subject to the lock-in and orderly market
arrangements, as described previously, will amount to 32,800,000 Ordinary Shares, which is
equivalent to approximately 50.0 per cent. of the Ordinary Shares.
Further details of the lock-in and orderly market arrangements are set out in paragraph 9 of Part IV of
this document.
15.

DIVIDEND POLICY

It is the Directors’ intention to implement a dividend policy subject to the discretion of the Board and
subject to the Company having distributable reserves. Based on their expectations of current and
future trading and track record of the business, for the year ending 31 October 2015 the Directors
intend to pay a dividend that equates to a dividend yield of 8.0 per cent. based on the Placing Price.
16.

SHARE DEALING CODE

With effect from Admission, the Company will adopt a code consistent with Rule 21 of the AIM Rules
to regulate dealings in the Ordinary Shares by Directors and any other applicable employees (as
defined by the AIM Rules).
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17.

SHARE INCENTIVE PLANS

The Directors recognise the importance of ensuring that employees of the Group are well motivated
and identify closely with the future success of the Company. The Company intends to operate both
discretionary and all employee incentive arrangements by way of the introduction of a Company
Share Option Plan (“CSOP”), being a discretionary employee share option plan, a Save As You Earn
(“SAYE”) option plan, being an all-employee share option plan, and an executive long term incentive
plan (“LTIP”), being a discretionary employee share scheme.
In addition, on or immediately prior to Admission the Company will introduce a Management
Incentive Plan (“MIP”) for the senior management which will involve the award of a new class of
shares in entu (UK) Holdings Limited. Subject to performance conditions, these shares can in the
future be exchanged for a certain number of Ordinary Shares representing a proportion of the
increase in value of Ordinary Shares above a share price growth hurdle.
Further details of the CSOP, the SAYE, the LTIP and the MIP are set out in paragraph 5 of Part IV of
this document.
18.

ADMISSION, SETTLEMENT AND DEALINGS

Application has been made to the London Stock Exchange for the Ordinary Shares to be admitted to
trading on AIM. It is expected that Admission will become effective and dealings in the Ordinary
Shares will commence on AIM at 8.00 a.m. on 30 October 2014. These dates and times may change.
CREST is a paperless settlement procedure enabling securities to be evidenced otherwise than by a
certificate and transferred otherwise than by a written instrument. The Articles permit the holding of
Ordinary Shares under the CREST system. The Company has applied for the Ordinary Shares to be
admitted to CREST with effect from Admission. Accordingly, settlement of transactions in all Ordinary
Shares held in uncertificated form following Admission will take place within the CREST system.
CREST is a voluntary system and holders of Ordinary Shares who wish to receive and retain share
certificates will be able to do so.
All Ordinary Shares to be transferred in the Placing will be transferred payable in full at the Placing
Price. It is intended that, if applicable, definitive share certificates in respect of the Placing Shares will
be distributed by 13 November 2014 or as soon thereafter as is practicable. No temporary documents
of title will be issued.
19.

TAXATION

Your attention is drawn to the Taxation section contained in paragraph 11 of Part IV of this document.
If you are in any doubt as to your tax position, you should consult your own independent financial
adviser immediately.
20.

THE CITY CODE ON TAKEOVERS AND MERGERS

The City Code applies to the Company. Under Rule 9 of the City Code (“Rule 9”), any person who
acquires an interest in shares, whether by a series of transactions over a period of time or not, which
(taken together with any interest in shares held or acquired by persons acting in concert (as defined
in the City Code) with him) in aggregate, carry 30 per cent. or more of the voting rights of a company,
that person is normally required by the Panel on Takeovers and Mergers (the “Panel”) to make a
general offer to all of the remaining shareholders to acquire their shares.
Similarly, when any person, together with persons acting in concert with him, is interested in shares
which in aggregate carry not less than 30 per cent. of the voting rights of such a company but does
not hold shares carrying more than 50 per cent. of such voting rights, a general offer will normally
be required if any further interests in shares are acquired by any such person which increases the
percentage of shares carrying voting rights in which they are interested.
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An offer under Rule 9 must be in cash or be accompanied by a cash alternative and at the highest
price paid by the person required to make the offer, or any person acting in concert with him, for any
interest in shares of the company during the 12 months prior to the announcement of the offer.
Under the City Code, a concert party arises where persons who, pursuant to an agreement or
understanding (whether formal or informal), co-operate to obtain or consolidate control (as defined
below) of a company or to frustrate the successful outcome of an offer for a company. “Control”
means holding, or aggregate holdings, of shares carrying 30 per cent. or more of the voting rights of
the company, irrespective of whether the holding or holdings give de facto control.
Brian Kennedy, Ian Blackhurst, Belinda Blackhurst and Darren Cornwall are considered to be persons
acting in concert for the purposes of the City Code.
Prospective investors should be aware that if, following Admission, the Selling Shareholders hold
more than 50 per cent. of the Company’s voting share capital, they may be able to increase its
aggregate shareholding without incurring any obligation to make a mandatory cash offer for the
Company.
On Admission, the concert party will hold 32,800,000 Ordinary Shares, in aggregate, representing
50 per cent. of the Ordinary Shares. Brian Kennedy will personally hold 19,680,000 Ordinary Shares,
representing 30.0 per cent. of the Ordinary Shares at Admission.
21.

RISK FACTORS

The Group’s business is dependent on many factors and prospective investors should read the whole
of this document. In particular, your attention is drawn to the risk factors set out in Part II of this
document.
22.

FURTHER INFORMATION

You should read the whole of this document and not just rely on the information contained in this
Part I. Your attention is drawn to the information set out in Parts II to IV of this document which
contains further information on the Company.
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PART II
RISK FACTORS
An investment in the Ordinary Shares involves a high degree of risk. Accordingly, prospective
investors should carefully consider the specific risks set out below in addition to all of the other
information set out in this document before investing in Ordinary Shares. The investment offered in
this document may not be suitable for all of its recipients. Potential investors are accordingly
advised to consult a professional adviser duly authorised under FSMA who specialises in advising
on the acquisition of shares and other securities before making any investment decision. A
prospective investor should consider carefully whether an investment in the Company is suitable in
the light of his or her personal circumstances and the financial resources available to him or her.
The Directors believe the following risks to be the most significant for potential investors. However,
the risks listed do not necessarily comprise all those associated with an investment in the Company
and are not set out in any particular order of priority. Additional risks and uncertainties not
currently known to the Directors, or which the Directors currently deem immaterial, may also have
an adverse effect on the Group and the information set out below does not purport to be an
exhaustive summary of the risks affecting the Group. In particular, the Company’s performance may
be affected by changes in market or economic conditions and in legal, regulatory and tax
requirements. If any of the following risks were to materialise, the Company’s business, financial
condition, results or future operations could be materially adversely affected. In such cases, the
market price of the Ordinary Shares could decline and an investor may lose part or all of his or her
investment.

Risks specific to the Group
The following sets out some of the risks relating to the Group. If any of the following risks are borne
out in reality, the Group’s business, financial condition or results of operations could be seriously
affected:
Provision of consumer finance
The Group operates in a regulated sector which is subject to consumer protection and consumer
credit regulations. There could be severe penalties imposed on the Group should it be found in
breach of these regulations which could have an adverse financial and reputational impact on the
Group.
Following the change in regulator of consumer credit authorisation from 1 April 2014, certain of the
companies in the Group have been granted interim permission by the FCA to carry out credit
brokerage. The FCA have given the Group date slots in 2015 during which time it must apply for and
be granted full permission by the FCA. There is no guarantee that this authorisation will be granted
by the FCA which could negatively impact the Group’s ability to offer consumer finance products
which could have a significant adverse impact on sales of the Group.
Guarantees to finance providers
Certain Group companies are authorised to act as a credit broker and offer the provision of finance
to customers. Certain of the finance providers require a guarantee to be entered into in respect of
those arrangements whereby the relevant Group company will guarantee to carry out any remedial
work which may be required where the sale of damaged goods has resulted in non-payment by the
customer to the lender. These guarantees could result in the Group having a greater liability on a
transaction than the amount it has received from the sale.
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Product defect
Products that are found to be defective in some way represent a potential material adverse risk to the
Company. A manufacturing defect may not be covered by the Group’s suppliers’ insurance in all
circumstances. Should a product be issued with a design defect, the adverse impact could extend to
more than the specific claims brought against it in respect to the defective product and could include
taking actions such as swapping products out in the market place or, in the worst case, could require
a full product recall.
Dependence on suppliers/manufacturers
As described in paragraph 8.4 of Part IV of this document, the Group has entered into a supply
agreement with Epwin Group plc. Brian Kennedy is a shareholder of the Company and is also a
shareholder of Epwin Group plc. The agreement grants exclusivity to Epwin Group plc and its group
companies to supply the Company and any of its group companies with the products set out in the
agreement (being primarily PVCu windows and doors and a wide range of related parts and
products).
The Group sources the balance of its products from a small number of suppliers. Although the Group
has long-term relationships with these suppliers, the suppliers could seek to end their relationship
with the Group or vary the terms in a way that is disadvantageous to the Group. There could be a
short term adverse impact on the Group’s operating results if it is unable to promptly replace a
supplier who is unwilling or unable to satisfy its price, quality, safety standards or quantity
requirements. The loss of or substantial decrease in the availability of, products from its suppliers or
the loss of a key supplier, could have a material adverse effect on the Group’s business, results of
operations and financial condition.
British Gas contract
The Group entered into an agreement with British Gas on 6 February 2014, with effect from
1 October 2013 to perform energy saving cavity wall installations. This agreement was varied
pursuant to an agreement dated 25 March 2014. If the obligations under the ECO Order change in
the future or if completed installations cease to count towards the targets imposed by British Gas, then
British Gas would be entitled to cease funding further installations and would be entitled to claw back
funding for any installations completed since the date of the effective change of the ECO Order. In
any event, British Gas is entitled to terminate the agreement on 45 days’ written notice at any time.
This could lead to a reduction in forecast revenue and/or profit should the contract be terminated or
should British Gas claw back funding for any installations completed.
Operational costs
Any change in the costs of operating the Group could impact on the Group’s profitability. Such cost
increases could be realised from increments in supplier costs (including, amongst other things, raw
materials) or increases in costs to be incurred due to regulatory change, e.g. following introduction
of auto-enrolment in respect of employee participation in pension schemes, with an obligation on
employers to make contributions to employee pension schemes. Although such costs are accounted
for, where these can be estimated, in future budgets for the Group, not all cost increases are capable
of being estimated adequately in advance. However, it is expected competitors would be subject to
similar commercial or regulatory cost increases.
Customer service and selling techniques
A strong customer service offering is key to the ongoing success of the Group and the Group is
required to ensure customer complaints are dealt with swiftly and to the customer’s satisfaction. The
Group utilises direct selling techniques which could potentially be viewed as aggressive by some
members of the public and could lead to customer complaints and reputational risks.
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Dependence on key executives and personnel
The Group has a relatively small senior management team and its strategy depends on the continuing
services of its senior management team and the Group’s ability to continue to attract, motivate and
retain other highly qualified employees. The loss of any key individual or the inability to source
appropriate personnel could have a negative impact on the ability of the Group to effectively
implement its business strategy and could materially adversely impact its business, results of
operations and financial condition.
Sales agents may decide to take their relationships and customers elsewhere
The Group is heavily reliant on its sales agents to generate new customers and to convert leads into
sales. There is a risk that the self-employed agents could take their relationships and custom
elsewhere, potentially leading to reduced sales for the Group. However this risk is mitigated by the
large number of sales agents utilised by the Group in its marketing efforts.
Self-employed individuals
The Group uses the services of a large number of self-employed individuals for marketing, sales,
surveying and installation purposes. A large proportion of these individuals are engaged on standard
form agreements stating that they act on a self-employed basis. The terms of their contracts generally
set out that they are not employees of the Group, they are personally responsible for accounting for
their own tax and that the relevant Group company is under no obligation to provide them with work.
In addition, a small number of the sales agents are engaged through their own limited company.
There is a risk that these self-employed agents could be deemed by HM Revenue and Customs or the
Pensions Regulator to be employees or workers of the Group, resulting in additional costs to the going
forwards as well as potential historic liabilities to the Group in terms of PAYE, NIC, national minimum
wage contributions, holiday pay and pension costs under auto-enrolment. The risk of employment
status is reduced by a number of mitigating factors but is not totally removed. In addition the worker
status risk does not arise where those agents are engaged through a limited company or if they act as
an agent selling products for multiple companies at any one time. The Group undertakes on-going
reviews of the contract terms of these agents to mitigate the risk of potential claims for employee or
worker status. To place the risk in context, the Group has faced a limited number of challenges
relating to national minimum wage, none of which resulted in a judgement, but it has not faced any
challenges from HMRC relating to employment status.
Potential requirement for further investment
Any future expansion, activity and/or business development may require additional capital. There can
be no guarantee that the necessary funds will be available on a timely basis, on favourable terms, or
at all, or that such funds if raised, would be sufficient although the Group currently has no net debt.
If additional funds are raised by issuing equity securities, dilution to the then existing shareholdings
may result. If the Group is not able to obtain additional capital on acceptable terms, or at all, it may
be forced to curtail or abandon such planned expansion, activity and/or business development.
Market risks
The Group faces competitive and strategic risks that are inherent in the market. The Group’s success
depends on market acceptance of its products and customers choosing its products over those of its
competitors. Market opportunities targeted by the Group may change and this could lead to an
adverse effect upon its revenue and earnings.
The energy efficient home improvement sector is very exposed to the UK’s economic performance
and there can be no guarantee that its future performance would not be significantly affected should
the UK economic situation deteriorate.
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Competition
The Group operates in a competitive marketplace and the Directors cannot guarantee that its
competitors, national, regional or otherwise, will not negatively impact its market share.
Reputation in each local and national marketplace
The Group’s reputation and the reputation of the individual brands held by the Group is central to its
future success, in terms of the services and products it provides, the way in which it conducts its
business, wins and retains customers, and the financial results which it achieves. Failure to meet the
expectations of its clients, suppliers, employees, shareholders and other business partners may have
a material adverse effect on the Group’s reputation and future revenue, and may be exploited by the
Group’s competition.
The Group’s brands
Maintaining and enhancing the Group’s brand identities is critical to maintain relationships with
existing customers and to attract new customers and carriers. The Group’s brands may require
substantial investments and it is anticipated that, as the market becomes increasingly competitive,
these branding initiatives may become increasingly difficult and expensive. The successful promotion
of the brand will depend largely upon marketing and public relations efforts and the Group’s ability
to continue to offer high-quality products and services. Brand promotion activities may not be
successful or yield increased revenue, and to the extent that these activities yield increased revenue,
the increased revenue may not offset the expenses incurred by the Group.
Data protection
The Group processes personal data, some of which may be sensitive, as part of its business. The
Group’s operations are therefore subject to a number of laws relating to data privacy, including the
United Kingdom’s Data Protection Act 1998. If the Group does not ensure its adherence to
appropriate compliance procedures, the Group could be in breach of data privacy legislation which
could result in the Group being subjected to claims from its customers, investigation or enforcement
action by the Information Commissioner’s Office in the UK, legal claims and reputational damage.
If it acts, or is perceived to be acting inconsistently with the terms of its privacy policy, consumer
expectations or the law, the Group could suffer reputational damage and/or potential financial
liabilities.
Acquisition risk
The Group may continue to seek potential acquisition targets in order to expand the Group. In
identifying potential acquisition targets, the Company would make every effort to ensure appropriate
due diligence is carried out, but acquisitions would necessarily leave the Company exposed, at least
to some degree, to any operational failings of the target company. Any payment for such target
company with Ordinary Shares would also dilute the interests of Shareholders.
In addition, merger and acquisition activity, including the difficulties involved in integrating
companies, businesses or assets, may divert financial and management resources from the Company’s
core results of operations and prospects. The Group may also carry out opportunistic acquisitions that
are not in line with its stated acquisition strategy, and there is no assurance that any acquisitions will
be made at all. In addition, there can be no assurance that any acquisitions will successfully achieve
their aims, and any acquisitions that are unsuccessful, or do not proceed according to plan, may
result in impairment charges.
Litigation
Whilst the Group has taken, and intends to continue to take, such precautions as it regards
appropriate to avoid or minimise the likelihood of any legal proceedings or claims, or any resulting
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financial loss to the Group, the Directors cannot preclude the possibility of litigation being brought
against the Group. There can be no assurance that claimants in any litigation proceedings will not be
able to devote substantially greater financial resources to any litigation proceedings or that the Group
will prevail in any such litigation. Any litigation, whether or not determined in the Group’s favour or
settled by the Group, may be costly and may divert the efforts and attention of the Group’s
management and other personnel from normal business operations.
Health and safety
The Group’s success may be adversely affected by any situation that arises which can be attributable
to a breach in health and safety. This includes any accidents, injuries or fatalities which may occur
when operating on-site at a customer’s property. Any such incidents may give rise to negative
publicity which could seriously affect the reputation of the Group.

General risks
Economic conditions and current economic weakness
Any economic downturn, either globally or locally in any area in which the Group operates, may
have an adverse effect on demand for the Group’s products. A more prolonged economic downturn
may lead to an overall decline in the volume of the Group’s sales, restricting the Group’s ability to
realise a profit. In addition, although signs of economic recovery have been perceptible in certain
countries, the sustainability of a global economic upturn is not yet assured. If economic conditions
remain uncertain, the Group might see lower levels of growth than in the past, which might have an
adverse impact on the Group’s operations and business results.
Force majeure
The Group’s operations, now or in the future, may be adversely affected by risks outside the control
of the Group, including but not limited to: labour unrest, civil disorder, war, subversive activities or
sabotage, fires, floods, explosions or other catastrophes, epidemics or quarantine restrictions.
Economic, political, judicial, administrative, taxation or other regulatory matters
The Group may be materially adversely impacted by changes in the economic, political, judicial,
administrative or legislative regimes in which it currently operates.
The Group’s operations could be adversely affected by a change in Governmental energy efficiency
policies which could occur as a result of the General Election in 2015.
Tax status of the Company
The Company cannot guarantee that any tax audit or tax dispute to which it may be subject in the
future will result in a favourable outcome for the Company. There is a risk that any such audit or
dispute could result in additional taxes payable by the Company as well as negative publicity and
reputational damage. In any such case, substantial additional tax liabilities and ancillary charges
could be imposed on the Company which could increase the Company’s effective tax rate.
The Company’s effective tax rate may also be affected by changes in, or the interpretation of, tax laws,
including those tax laws relating to the utilisation of capital allowances, net operating losses and tax
loss or credit carry forwards, as well as management’s assessment of certain matters, such as the
ability to realise deferred tax assets. The Company’s effective tax rate in any given financial year
reflects a variety of factors that may not be present in the succeeding financial year or years. An
increase in the Company’s effective tax rate in future periods could have a material adverse effect on
the Company’s financial condition and results of operations.

29

Taxation of investors
Statements in this document in relation to taxation and concerning the taxation of investors in
Ordinary Shares are based on current taxation law and practice which is subject to change. The
attention of potential investors is drawn to paragraph 11 of Part IV of this document entitled
“Taxation”. The tax rules and their interpretation relating to an investment in the Company may
change during its life.
Any change in the Company’s tax status or in taxation legislation or its interpretation could affect the
value of the investments held in the Company or the Company’s ability to provide returns to
Shareholders or alter the post-tax returns to Shareholders. Representations in this document
concerning the taxation of the Company and its investors are based upon current tax law and practice
which is in principle, subject to change.
Current and potential investors are strongly recommended to consult an independent financial
adviser authorised under FSMA who specialises in investments of this nature before making an
investment decision in respect of Ordinary Shares.

Risk relating to AIM securities
AIM securities are not admitted to the Official List. An investment in shares quoted on AIM may carry
a higher risk than an investment in shares quoted on the Official List. AIM has been in existence since
June 1995 but its future success, and liquidity in the market for the Group’s securities, cannot be
guaranteed.
AIM is a market designed primarily for emerging or smaller companies to which a higher investment
risk tends to be attached compared with larger or more established companies. A prospective investor
should be aware of the risks of investing in such companies and should make the decision to invest
only after careful consideration and, if appropriate, consultation with an independent financial
adviser duly authorised under FSMA who specialises in advising on the acquisition of shares and
other securities.
Investment risk
An investment in a share which is traded on AIM, such as the Ordinary Shares, may be difficult to
realise and carries a high degree of risk. The ability of an investor to sell Ordinary Shares will depend
on there being a willing buyer for them at an acceptable price. Consequently, it might be difficult for
an investor to realise his or her investment in the Group and he or she may lose all of his or her
investment.
Investors should be aware that, following Admission, the market price of the Ordinary Shares may be
volatile and may go down as well as up and investors may therefore be unable to recover their
original investment and could even lose their entire investment. This volatility could be attributable
to various facts and events, including the availability of information for determining the market value
of the Ordinary Shares, any regulatory or economic changes affecting the Group’s operations,
variations in the Group’s operating results, developments in the Group’s business or its competitors,
or changes in market sentiment towards the Ordinary Shares. In addition, the Group’s operating
results and prospects from time to time may be below the expectations of market analysts and
investors.
Market conditions may affect the Ordinary Shares regardless of the Group’s operating performance or
the overall performance of the sector in which the Group operates. Share market conditions are
affected by many factors, including general economic outlook, movements in or outlook on interest
rates and inflation rates, currency fluctuations, commodity prices, changes in investor sentiment
towards particular market sectors and the demand and supply for capital. Accordingly, the market
price of the Ordinary Shares may not reflect the underlying value of the Group’s net assets, and the
price at which investors may dispose of their Ordinary Shares at any point in time may be influenced
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by a number of factors, only some of which may pertain to the Group while others of which may be
outside the Group’s control.
If the Group’s revenues do not grow, or grow more slowly than anticipated, or if its operating or
capital expenditures exceed expectations and cannot be adjusted sufficiently, the market price of its
Ordinary Shares may decline. In addition, if the market for securities of companies in the same sector
or the stock market in general experiences a loss in investor confidence or otherwise falls, the market
price of the Ordinary Shares may fall for reasons unrelated to the Group’s business, results of
operations or financial condition. Therefore, investors might be unable to resell their Ordinary Shares
at or above the Placing Price.
Liquidity and price volatility
Subsequent to Admission the Group can give no assurance that an active trading market for the
Ordinary Shares will develop, or if such a market develops, that it will be sustained. If an active
trading market does not develop or is not maintained, the liquidity and trading price of the Ordinary
Shares could be adversely affected and investors may have difficulty selling their Ordinary Shares. The
market price of the Ordinary Shares may drop below the Placing Price. Any investment in the
Ordinary Shares should be viewed as a long term investment.
Controlling Shareholder
Following Admission, approximately 50 per cent. of the Ordinary Shares will be held by the Selling
Shareholders. Notwithstanding the Relationship Agreement between the Selling Shareholders, Grant
Thornton, Zeus Capital and the Company, described in more detail in paragraph 10(k) of Part IV of
this document, the Selling Shareholders will be able to exercise significant influence over the
Company’s corporate actions and activities and the outcome in general of matters pertaining to the
Group, including the appointment of the Company’s board of directors and the approval of significant
change of control transactions.
Whilst the Group has the benefit in employment contracts of restrictive covenants in relation to the
Selling Shareholders who are the Directors of the Company, no such restrictive covenants are in place
for Brian Kennedy and Belinda Blackhurst.

31

PART III
HISTORICAL FINANCIAL INFORMATION
Section A of this Part III sets out an Accountant’s Report from Grant Thornton UK LLP, the reporting
accountant, on the Historical Financial Information included in Section B of this Part III.
Section B of this Part III sets out the combined historical financial information of the Group for the
three years ended 31 October 2013.
Section C of this Part III sets out a Review Report by Grant Thornton UK LLP, the reporting accountant,
on the unaudited interim financial information of the Group included in Section D of this Part III.
Section D of this Part III sets out the combined unaudited interim financial information of the Group
for the six months ended 30 April 2014.
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Section A – Accountant’s Report on the historical financial information of the Group for the three
years ended 31 October 2013
Transaction Advisory Services
Grant Thornton UK LLP
No 1 Whitehall Riverside
Leeds LS1 4BN
T +44 (0)113 245 5514
F +44 (0)113 246 5055
www.grant-thornton.co.uk

entu (UK) plc
Bow Chambers
8 Tib Lane
Manchester
M2 4JB
16 October 2014
Dear Sirs
entu (UK) plc
We report on the financial information set out in pages 35 to 64, for the three years ended 31 October
2013. This financial information has been prepared for inclusion in the AIM Admission Document
dated 16 October 2014 of entu (UK) plc on the basis of the accounting policies set out in note 1 of
Section B.
This report is required by Paragraph (a) of Schedule Two of the AIM Rules for Companies and is given
for the purpose of complying with that paragraph and for no other purpose.
Responsibilities
Save for any responsibility arising under Paragraph (a) of Schedule Two of the AIM Rules for
Companies to any person as and to the extent there provided, to the fullest extent permitted by law
we do not assume any responsibility and will not accept any liability to any other person for any loss
suffered by any such other person as a result of, arising out of, or in connection with this report or
our statement, required by and given solely for the purposes of complying with Paragraph (a) of
Schedule Two of the AIM Rules for Companies, consenting to its inclusion in the AIM Admission
Document.
The Directors of entu (UK) plc are responsible for preparing the financial information on the basis of
preparation set out in note 1 to the financial information. It is our responsibility to form an opinion
on the financial information and to report our opinion to you.
Basis of opinion
We conducted our work in accordance with the Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. Our work included an assessment of evidence
relevant to the amounts and disclosures in the financial information. It also included an assessment
of the significant estimates and judgements made by those responsible for the preparation of the
financial information and whether the accounting policies are appropriate to the entity’s
circumstances, consistently applied and adequately disclosed.
We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial information is free from material misstatement, whether caused by fraud or other
irregularity or error.
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Opinion
In our opinion, the financial information gives, for the purposes of the AIM Admission Document
dated 16 October 2014, a true and fair view of the state of affairs of entu (UK) plc as at 31 October
2013 and of its profits, cash flows and recognised gains and losses for the three years ended
31 October 2013 in accordance with the basis of preparation set out in note 1.
Declaration
For the purposes of Paragraph (a) of Schedule Two of the AIM Rules for Companies we are responsible
for this report as part of the AIM Admission Document and declare that we have taken all reasonable
care to ensure that the information contained in this report is, to the best of our knowledge, in
accordance with the facts and contains no omission likely to affect its import. This declaration is
included in the AIM Admission Document in compliance with Schedule Two of the AIM Rules for
Companies.
Yours faithfully

GRANT THORNTON UK LLP
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Section B – Historical financial information of the Group for the three years ended 31 October 2013
Combined statement of comprehensive income for the years ended 31 October 2011, 2012 and 2013

Note

Continuing operations
Revenue
Cost of sales

4

Gross profit
Other operating income
Administrative expenses
Operating profit
Finance income
Provision against related party loans
Profit/(loss) before tax
Tax

Profit/(loss) for the period
Other comprehensive income
Total comprehensive income

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

67,191
(42,962)

91,738
(61,989)

95,470
(65,366)

4

24,229
—
(20,967)

29,749
67
(23,323)

30,104
—
(24,053)

9

3,262
—
(475)

6,493
8
(1,158)

6,051
4
(10,727)

2,787
(746)

5,343
(1,492)

(4,672)
(946)

2,041

3,851

(5,618)

11

(863)

(1,018)

(500)

6

1,178
—

2,833
—

(6,118)
—

1,178

2,833

(6,118)

10

Profit/(loss) for the period from continuing operations
Discontinued operations
Loss for the period from discontinued operations

Year ended
31 October
2011
£’000

There are no other items of comprehensive income for the year other than the profit/(loss) attributable
to the combined equity holders
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Combined balance sheet at 31 October 2011, 2012 and 2013

Non-current assets
Goodwill
Property, plant and equipment
Deferred tax asset

Current assets
Inventories
Trade and other receivables
Cash and cash equivalents

Note

31 October
2011
£’000

31 October
2012
£’000

31 October
2013
£’000

13
14
18

1,321
597
12

1,343
705
5

1,377
658
10

1,930

2,053

2,045

235
17,726
1,167

616
16,613
5,867

1,144
13,061
4

19,128

23,096

14,209

21,058

25,149

16,254

13,873
706
740
380

15,039
1,268
547
498

12,967
992
1,822
243

15,699

17,352

16,024

3,429

5,744

(1,815)

22
3,010

25
2,812

7
1,633

3,032

2,837

1,640

18,731

20,189

17,664

2,327

4,960

(1,410)

—
2,327

—
4,960

—
(1,410)

2,327

4,960

(1,410)

15
16

Total assets
Current liabilities
Trade and other payables
Current tax liabilities
Borrowings
Provisions

19
17
20

Net current assets/(liabilities)
Non-current liabilities
Deferred tax liabilities
Long-term provisions

18
20

Total liabilities
Net assets/(liabilities)
Equity
Share capital
Retained earnings

21
22

Equity attributable to combined equity holders
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Combined statement of changes in equity for the years ended 31 October 2011, 2012 and 2013
Equity attributable to the
combined equity holders
Share
Capital
£’000

Retained
Earnings
£’000

Total
Equity
£’000

Balance at 1 November 2010
Profit and total comprehensive income for the period

—
—

1,149
1,178

1,149
1,178

Balance at 31 October 2011

—

2,327

2,327

Profit and total comprehensive income for the period

—

2,833

2,833

—

5,160

5,160

Transactions with owners:
Dividends paid to shareholders

—

(200)

(200)

Balance at 31 October 2012

—

4,960

4,960

Loss and total comprehensive income for the period

—

(6,118)

(6,118)

—

(1,158)

(1,158)

Transactions with owners:
Dividends paid to shareholders

—

(252)

(252)

Balance at 31 October 2013

—

(1,410)

(1,410)

Share capital
The share capital account includes the nominal value for all shares issued and outstanding.
Retained earnings
The retained earnings reserve includes the accumulated profits and losses arising from the combined
statement of comprehensive income and certain items from the statement of changes in equity
attributable to equity shareholders net of distributions to shareholders.
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Combined cash flow statement for the years ended 31 October 2011, 2012 and 2013

Net cash from operating activities

Note

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

23

3,189

7,980

4,155

3,189

7,980

4,155

Investing activities
Interest received
Purchases of property, plant and equipment
Acquisition of subsidiary

—
(148)
—

8
(364)
(10)

4
(261)
(28)

Net cash used in investing activities

(148)

(366)

(285)

Financing activities
Dividends paid
Increase in loans due from related party companies

—
(2,654)

(200)
(2,521)

(252)
(10,756)

Net cash used in financing activities

(2,654)

(2,721)

(11,008)

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

23

387
40

4,893
427

(7,138)
5,320

Cash and cash equivalents at end of year

23

427

5,320

(1,818)
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Notes forming part of the financial statements for the years ended 31 October 2011, 2012 and 2013
1

Accounting policies

Basis of preparation
The principal accounting policies adopted in the preparation of the combined financial information
are set out below. The policies have been consistently applied to all the years presented, unless
otherwise stated. The combined financial information is presented in pounds, which is also the
Group’s functional currency. Amounts are rounded to the nearest thousand, unless otherwise stated.
The combined financial information has been prepared for inclusion in the AIM admission document
for entu. The combined financial information has been prepared by aggregating the financial
information of all of the entities which form part of the target group. The entities included in the
combined financial information (the “Group”) are as follows:
•

For the year ended 31 October 2011, the financial statements of Zenith Staybrite Limited,
Home Install Limited, Weatherseal Home Improvements Limited, St Andrews Home
Improvements Limited, Norwood Interiors (UK) Limited, Penicuik Home Improvements
Limited, Europlas Limited, Staybrite Windows Limited, Zenith Windows Limited and the
consolidated group accounts of Job Worth Doing Limited. Year-end audited accounts were not
prepared for Penicuik Home Improvements Limited and Norwood Interiors (UK) Limited and
as such management accounts were used to include the results of these companies.

•

Following a group re-organisation, consolidated accounts for HI Sales Limited were prepared
on a merger basis including all of the above companies with the exception of Job Worth Doing
Limited for the year ended 31 October 2012 and 2013. As such the combined financial
information for these years combines the consolidated results of HI Sales Limited with the
consolidated results of Job Worth Doing Limited and the consolidated results of KBC Energy
Limited which came under common control in 2012.

The entities which comprise the Group have been under common management and control
throughout the period presented in the combined financial information, but they did not form a legal
group in that period. Consequently the combined financial information has been prepared by
aggregating the assets, liabilities, results, share capital and reserves of the relevant entities, after
eliminating inter-entity transactions and balances.
The combined financial information has been prepared in accordance with the requirements of the
AIM Rules, and in accordance with this basis of preparation. This basis of preparation describes how
the combined financial information has been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU). IFRSs as
adopted by the EU do not provide for the preparation of combined financial information, and
accordingly in preparing the combined financial information certain accounting conventions
commonly used for the preparation of historical financial information for inclusion in investment
circulars as described in the Annexure to SIR 2000 (Investment Reporting Standard applicable to
public reporting engagements on historical financial information) issued by the UK Auditing Practices
Board have been applied. The application of these conventions results in the following material
departures from IFRSs as adopted by the EU. Other than these departures IFRSs as adopted by the EU
have been applied.
In the combined financial information:
•

share capital reflects the combined share capital of all combined entities as shown above;

•

retained earnings are the cumulative gains and losses recognised in the combined statement of
comprehensive income of all combined entities;
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•

the key management remuneration note relates to the remuneration of the two proposed
executive directors of the listed Group rather than the remuneration of the directors who were
directors over the shown periods.

The preparation of financial statements in compliance with adopted IFRS requires the use of certain
critical accounting estimates. It also requires Group management to exercise judgment in applying
the Group’s accounting policies. The areas where significant judgments and estimates have been
made in preparing the financial statements and their effect are disclosed in note 2.
Domicile and principal activity
All members of the group are incorporated in England & Wales. The principal activity of the group
during the period was the sale of replacement windows, double glazing, entrance doors, patio doors
and exterior improvement products within the United Kingdom.
Basis of measurement
The combined financial information has been prepared on a historical cost basis.
Going concern
The financial statements have been prepared on a going concern basis. For the purpose of considering
going concern the board has considered a period of at least 12 months from the date of listing. The
principal risks to the company are set out in note 2 to these financial statements but it is felt that these
do not pose a threat to the going concern status of the group going forward.
Basis of aggregation
The combined financial information present the results of companies under common control (“the
group”) as if they formed a single entity. Intercompany transactions and balances between group
companies are therefore eliminated in full.
New accounting policies
The following new standards, interpretations and amendments, which are not yet effective and have
not been adopted early in these financial statements, will or may have an effect on the Group’s future
financial statements:
•

IFRS 9 Financial Instruments

•

IFRS 11 Joint Arrangements

•

IFRS 12 Disclosure of Interests in Other Entities

•

IAS 27 Separate Financial Statements

•

IAS 28 Investments in Associates and Joint Ventures

•

IFRS 10 Consolidated Financial Statements

•

Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32)

•

Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27)

•

Recoverable amounts disclosures for non-financial assets (Amendments to IAS 36)

•

Novation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39)

None of the other new standards, interpretations and amendments, which have not been adopted
early, are expected to have a material effect on the Group’s future financial statements.
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Revenue
Revenue from the sales of goods is recognised when the Group has transferred the significant risks
and rewards of ownership to the buyer and it is probable that the Group will receive the previously
agreed upon payment. These criteria are considered to be met when installation has completed. The
Group does not consider that it has any long term contracts as all jobs are usually complete in a short
time frame. Revenue is recognised net of any VAT and any sales discounts and rebates offered.
Warranty sales are recognised at the point of sale which is upon the completion of installation as the
contracts are non-cancellable following the initial 14 day cooling off period.
Provided the amount of revenue can be measured reliably and it is probable that the Group will receive
any consideration, revenue for services is recognised in the period in which they are rendered.
Finance commission
The Group recognises finance commissions receivable from finance providers upon receipt which
occurs upon completion of the sale of finance to the end customer and so when the revenue is due
to the Group. Income is recognised upon receipt with a provision put in place to estimate any
potential claw backs of commissions receivable based upon past history of such claw backs.
Goodwill
Goodwill represents the excess of the cost of a business combination over the Group’s interest in the
fair value of identifiable assets, liabilities and contingent liabilities acquired. Cost comprises the fair
value of assets given, liabilities assumed and equity instruments issued. Contingent consideration is
included in cost at its acquisition date fair value and, in the case of contingent consideration
classified as a financial liability, re-measured subsequently through profit or loss. For business
combinations completed on or after 1 January 2010, direct costs of acquisition are recognised
immediately as an expense.
Goodwill is capitalised as an intangible asset with any impairment in carrying value being charged
to the combined statement of comprehensive income. Where the fair value of identifiable assets,
liabilities and contingent liabilities exceed the fair value of consideration paid, the excess is credited
in full to the combined statement of comprehensive income on the acquisition date.
Impairment tests on goodwill are undertaken annually at the financial year end. Other non-financial
assets are subject to impairment tests whenever events or changes in circumstances indicate that their
carrying amount may not be recoverable. Where the carrying value of an asset exceeds its
recoverable amount the asset is written down accordingly.
Impairment charges are included in profit or loss, except to the extent they reverse gains previously
recognised in the profit or loss. An impairment loss recognised for goodwill is not reversed.
Business Combinations
The aggregated financial information incorporates the results of business combinations using the
purchase method. In the combined balance sheet, the acquiree’s identifiable assets, liabilities and
contingent liabilities are initially valued at their fair value at their acquisition date. The results of the
acquired operations are included in the combined statement of comprehensive income from the date
on which control is obtained.
Share capital
Financial instruments issued by the Group are classified as equity only to the extent that they do not
meet the definition of a financial liability or financial asset.
The Group’s ordinary shares are classified as equity instruments.
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Dividends
Dividends are recognised when they become legally payable. In the case of interim dividends to
equity shareholders, this is when they are declared and paid to shareholders.
Property plant and equipment
All property, plant and equipment assets are stated at cost less accumulated depreciation.
Depreciation of property, plant and equipment is provided to write off the cost, less residual value,
on a straight line basis over the estimated useful life, as follows:
Freehold Property
Improvements to Freehold Property
Plant and Machinery
Fixtures and Fittings
Equipment
Motor Vehicles

–
–
–
–
–
–

Nil
33%
33%
33%
33%
33%

per
per
per
per
per

annum
annum
annum
annum
annum

Residual values, remaining useful lives and depreciation methods are reviewed annually and adjusted
if appropriate.
Gains or losses on disposal are included in the profit or loss for the year.
Financial Instruments
The Group classifies financial instruments, or their component parts, on initial recognition as a
financial asset, a financial liability or an equity instrument in accordance with the substance of the
contractual arrangement.
Financial instruments are recognised on the balance sheet at fair value when the group becomes a
party to the contractual provisions of the instrument.
Cash and cash equivalents
Cash includes cash in hand and balances with banks net of outstanding bank overdrafts for the
purposes of the cash flow statement only. Bank overdrafts are presented within Borrowings in the
statement of financial position.
Trade receivables
Trade receivables are initially recognised at fair value plus transaction costs that are directly
attributable to their issue and are subsequently stated at their amortised cost as reduced by
appropriate allowances for estimated irrecoverable amounts. Valuation is calculated by taking their
nominal value as adjusted to reflect discounting for the time value of cash flows recoverable and is
reduced by appropriate allowances for irrecoverable amounts. They are recognised on the trade date
of the related transactions.
Trade payables
Trade payables are initially recognised at fair value and are subsequently stated at their amortised cost
using the effective interest method. Trade payables are therefore held within financial liabilities held
at amortised cost. They are recognised on the trade date of the related transactions.
Defined contribution schemes
Contributions to defined contribution pension schemes are charged to the combined statement of
comprehensive income in the year to which they relate.
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Leases
Payments made under operating leases are recognised in the profit and loss on a straight-line basis
over the term of the lease. The aggregate benefit of lease incentives is recognised as a reduction of
the rental expense over the lease term on a straight-line basis.
Deferred taxation
Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability in
the combined balance sheet differs from its tax base, except for differences arising on:
–

The initial recognition of goodwill; and

–

Investments in subsidiaries where the Group is able to control the timing of the reversal of the
difference and it is probable that the difference will not reverse in the foreseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable
profit will be available against which the difference can be utilised.
The amount of the asset or liability is determined using tax rates that have been enacted or
substantively enacted by the reporting date and are expected to apply when the deferred tax
liabilities/(assets) are settled/(recovered).
Inventories
Inventories are initially recognised at cost, and subsequently at the lower of cost and net realisable
value. Cost comprises all costs of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition.
Weighted average cost is used to determine the cost of ordinarily interchangeable items.
Discontinued operations
A discontinued operation is a component of the Group’s business that represents a separate major
line of business or geographical area of operations.
Discontinued operations are presented in the combined statement of comprehensive income as a
single line which comprises the post-tax profit or loss of the discontinued operation along with the
post-tax gain or loss recognised on the re-measurement to fair value less costs to sell or on disposal
of the assets or disposal groups constituting discontinued operations.
Prior periods, are re-stated so that disclosures relate to all operations that have been discontinued by
the end of the reporting period for the latest period presented.
Provisions
The Group has recognised provisions for liabilities of uncertain timing or amount including those for
warranty claims. The provision is measured at the best estimate of the expenditure required to settle
the obligation at the reporting date, discounted at a pre-tax rate reflecting current market assessments
of the time value of money and risks specific to the liability.
2

Critical accounting estimates and judgements

The Group makes certain estimates and assumptions regarding the future. Estimates and judgements
are continually evaluated based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances. In the future, actual
experience may differ from these estimates and assumptions. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.
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Critical accounting judgements and key sources of estimation uncertainty
(a) Impairment of goodwill
Determining whether goodwill is impaired requires an estimation of the value in use of the cash
generating units to which goodwill has been allocated. The value in use calculation requires an entity
to estimate the future cash flows expected to arise from the cash generating unit and a suitable
discount rate in order to calculate present value. Any change in estimates could result in an
adjustment to recorded amounts. More information can be found in note 13.
(b) Warranty provision
The Group has in place a warranty provision to cover the cost of future warranty work on certain
products which offer a ten year warranty. The estimation of this provision involves the estimation of
the net present value of these future costs. The costs are estimated based upon the applicable sales
made in the previous ten years including those made before the acquisition if any companies were
acquired with existing warranties and the average number and value of warranty claims which have
been made against these sales. A discount rate of 10 per cent. has been used to determine the net
present value of these costs. Any change in the method of estimation of costs or the discount rate
could lead to an adjustment to the warranty provision.
(c) Provisions against related party loans
As described in note 25, the Group has made loans to various related party companies. Each year the
directors of the Group make an estimate of the level of the related party loans which are deemed
recoverable based on their best estimates at the balance sheet date. An appropriate provision is then
made against the loan balances. The estimation of this provision involves a review of the amounts that
are reasonably likely to be recovered by the Group, based upon the net asset position of the related
companies and after consultation and review with the related parties involved.
3
Financial instruments – Risk Management
The Group is exposed through its operations to the following financial risks:
•

Credit risk

•

Liquidity risk

•

Capital risk

•

Fair value and cash flow interest rate risk

In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those
risks and the method used to measure them. Further quantitative information in respect of these risks
is presented throughout these financial statements.
Financial instruments include trade receivables, trade payables and cash and cash equivalents which
are treated as loans and receivables or financial liabilities at amortised cost for IFRS 7 classification
purposes.
General objectives, policies and processes
The directors of the Group’s parent company entu have overall responsibility for the determination of
the Group’s risk management objectives and policies and, whilst retaining ultimate responsibility for
them, it has delegated the authority for designing and operating processes that ensure the effective
implementation of the objectives and policies to the Group’s finance function. entu only became the
ultimate parent company of the group on 7 July 2014 but the key directors of the group have
remained unchanged throughout the period.
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The overall objective of the directors is to set policies that seek to reduce risk as far as possible
without unduly affecting the Group’s competitiveness and flexibility. Further details regarding these
policies are set out below:
Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Group is mainly exposed to credit risk from
credit sales. It is Group policy, implemented locally, to assess the credit risk of new customers before
entering into new contracts. Concentrations of credit risk with respect to customers are limited due
to the Group’s customer base being large and unrelated. No collateral is held as security.
The Group also has a number of loans due from related parties; further details of these are disclosed
in note 25 to the financial statements. Where such loans are made the Group ensures that the loans
are appropriately secured with guarantees in place providing security over the debts where deemed
necessary.
Credit risk also arises from cash and cash equivalents and deposits with banks and financial
institutions. To reduce the risk of counterparty default the Group deposits its funds in approved high
quality banks.
Regular management review is made to assess the recoverability of gross receivables and provisions
are made accordingly. Further disclosures regarding trade and other receivables, which are neither
past due nor impaired, are provided in note 16.
Liquidity risk
Liquidity risk arises from the Group’s management of working capital. It is the risk that the Group will
encounter difficulty in meeting its financial obligations as they fall due. The Group monitors its risk
to a shortage of funds through regular cash management and forecasting. The Group’s objective is to
maintain a balance between continuity of funds and flexibility to invest as necessary.
Capital risk
The primary objective of the Group’s capital management is to ensure that it maintains a strong credit
rating and healthy capital ratios.
The Group manages its capital structure and makes adjustments to it to suit economic conditions. The
Group regards called-up share capital and retained revenue reserves as its capital as there is no long
term debt capital.
The Group sets the amount of capital in proportion to risk. The Group manages the capital structure
and makes adjustments to it in the light of changes in economic conditions and the risk characteristics
of the underlying assets. In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders, return capital to shareholders, issue new shares, or sell
assets to reduce debt.
The Group does not seek to maintain any particular debt to capital ratio but will consider investment
opportunities on their merits and fund them in the most effective manner. The Group seeks to fund
investments by either equity or long term debt, whereas working capital requirements would
preferably be funded by overdraft facilities as needed.
Fair value and cash flow interest rate risk
The Group has had no outstanding loan balances throughout the period other than short term
overdrafts. Therefore a change in LIBOR of 1 per cent. would change the Group’s profit before tax by
an insignificant amount.
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Financial Instruments by category

Loans and
receivables
£’000

At 31 October 2011

Financial
liabilities at
amortised Non financial
cost
items
£’000
£’000

Total
£’000

Assets
Non-current assets
Inventory
Trade receivables
Other non-derivative financial assets
Non-financial assets
Cash and cash equivalents

—
—
5,286
10,277
—
1,167

—
—
—
—
—
—

1,930
235
—
—
2,163
—

1,930
235
5,286
10,277
2,163
1,167

Total assets

16,730

—

4,328

21,058

Liabilities
Borrowings
Deferred tax liabilities
Trade payables
Current tax liabilities
Other non-current liabilities
Non-financial liabilities

—
—
—
—
—
—

740
—
3,714
—
4,505
—

—
22
—
706
—
9,044

740
22
3,714
706
4,505
9,044

Total liabilities

—

8,959

9,772

18,731

16,730

(8,959)

(5,444)

2,327

Net assets

Loans and
receivables
£’000

At 31 October 2012
Assets
Non-current assets
Inventory
Trade receivables
Other non-derivative financial assets
Non-financial assets
Cash and cash equivalents

Financial
liabilities at
amortised Non financial
cost
items
£’000
£’000

Total
£’000

—
—
4,939
8,999
—
5,867

—
—
—
—
—
—

2,053
616
—
—
2,675
—

2,053
616
4,939
8,999
2,675
5,867

19,805

—

5,344

25,149

Liabilities
Borrowings
Deferred tax liabilities
Trade payables
Current tax liabilities
Other non-current liabilities
Non-financial liabilities

—
—
—
—
—
—

547
—
5,901
—
5,785
—

—
25
—
1,268
—
6,663

547
25
5,901
1,268
5,785
6,663

Total liabilities

—

12,233

7,956

20,189

19,805

(12,233)

(2,612)

4,960

Total assets

Net assets
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Loans and
receivables
£’000

At 31 October 2013
Assets
Non-current assets
Inventory
Trade receivables
Other non-derivative financial assets
Non financial assets
Cash and cash equivalents

Financial
liabilities at
amortised Non financial
cost
items
£’000
£’000

Total
£’000

—
—
4,348
6,862
—
4

—
—
—
—
—
—

2,045
1,144
—
—
1,851
—

2,045
1,144
4,348
6,862
1,851
4

11,214

—

5,040

16,254

Liabilities
Borrowings
Deferred tax liabilities
Trade payables
Current tax liabilities
Other non-current liabilities
Non-financial liabilities

—
—
—
—
—
—

1,822
—
6,922
—
868
—

—
7
—
992
—
7,053

1,822
7
6,922
992
868
7,053

Total liabilities

—

9,612

8,052

17,664

11,214

(9,612)

(3,012)

(1,410)

Total assets

Net assets/(liabilities)
4

Revenue

Continuing operations
Sales and installation of goods and related income
Other operating income
Finance income (see note 9)
Discontinued operations
Sales and installation of goods and related income
(see note 11)
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Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

67,191

91,738

95,470

67,191

91,738

95,470

—
—

67
8

—
4

67,191

91,813

95,474

7,657

3,905

—

74,848

95,718

95,474

5

Operating segments

Segment revenue
For management purposes, the Group is split into four operating segments for reporting to the chief
operating decision maker. These divisions are the basis on which the Group is structured and managed.

Home
Improvement
£’000

Energy
Generation
and Saving
£’000

Repair and
Renewal
Service
Agreements
£’000

Insulation
£’000

Total
£’000

64,709

215

1,882

385

67,191

1,551

49

1,662

—

3,262

—
—

—
—

—
—

—
—

—
(475)

1,551

49

1,662

—

2,787

(863)
—

—
—

—
—

—
—

(863)
(746)

—

—

—

—

1,178

5,061
—
148
237
73

122
—
—
—
—

—
—
—
—
—

103
—
—
—
—

5,286
(2,959)
148
237
73

Home
Improvement
£’000

Energy
Generation
and Saving
£’000

Repair and
Renewal
Service
Agreements
£’000

Insulation
£’000

Total
£’000

71,875

17,806

2,057

—

91,738

3,867

865

1,761

—

6,493

—
—

—
—

—
—

—
—

8
(1,158)

Profit before tax

3,867

865

1,761

—

5,343

Loss for the period from discontinued
operations (see note 11)
Taxation

(1,018)
—

—
—

—
—

—
—

(1,018)
(1,492)

—

—

—

—

2,833

4,452
—
364
253

487
—
—
—

—
—
—
—

—
—
—
—

4,939
21
364
253

2011
Profit and loss account
Total revenue
Profit before finance costs
Finance income
Provision against related party loans
Profit before tax
Loss for the period from discontinued
operations (see note 11)
Taxation
Profit for the year
Balance sheet assets
Separable segment net assets
(trade receivables)
Other net-assets
Capital additions
Depreciation charge
Impairment of goodwill

2012
Profit and loss account
Total revenue
Profit before finance costs
Finance income
Provision against related party loans

Profit for the year
Balance sheet assets
Separable segment net assets
(trade receivables)
Other net-assets
Capital additions
Depreciation charge
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2013
Profit and loss account
Total revenue

Home
Improvement
£’000

Energy
Generation
and Saving
£’000

Repair and
Renewal
Service
Agreements
£’000

Insulation
£’000

Total
£’000

71,202

20,847

2,214

1,207

95,470

3,591

202

1,827

431

6,051

—
—

—
—

—
—

—
—

4
(10,727)

3,591

202

1,827

431

(4,672)

(500)
—

—
—

—
—

—
—

(500)
(946)

—

—

—

—

(6,118)

3,152
—
250
292

1,058
—
11
2

—
—
—
—

138
—
—
—

4,348
(5,158)
261
294

Profit before finance costs
Finance income
Provision against related party loans
Profit before tax
Loss for the period from discontinued
operations (see note 11)
Taxation
Profit for the year
Balance sheet assets
Separable segment net assets
(trade receivables)
Other net-assets
Capital additions
Depreciation charge

There are no major customers which account for more than 10 per cent. of revenue in any year. All
operating segments operate solely within the United Kingdom.
6

Profit/(loss) for the year

Profit/(loss) for the year has been arrived at after charging:
Continuing operations

Depreciation of
property, plant
and equipment
Loss on disposal of
property, plant
and equipment
Impairment of
goodwill
Cost of inventories
recognised as expense
Staff costs (see note 8)
Utilisation of warranty
provision (note 20)

Discontinued operations

Total

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

233

253

294

4

—

—

237

253

294

—

3

14

—

—

—

—

3

14

—

—

—

73

—

—

73

—

—

17,600
6,811

23,736
12,165

28,097
19,487

1,159
1,169

18
935

—
—

18,759
7,980

23,754
13,100

28,097
19,487

246

414

1,493

—

—

—

246

414

1,493

Impairment of goodwill is included in administrative expenses in the combined statement of
comprehensive income.
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7

Auditor’s remuneration

The analysis of the auditor’s remuneration is as follows:
Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

19

37

37

– Taxation compliance services

5

5

5

Total non-audit fees

5

5

5

Year ended
31 October
2011
Number

Year ended
31 October
2012
Number

Year ended
31 October
2013
Number

195

294

419

£’000

£’000

£’000

6,592
650
738

12,238
667
195

18,323
1,032
132

7,980

13,100

19,487

Fees payable to the Group’s auditor and their associates
for the audit of the Group’s annual accounts

8

Staff costs

The average monthly number of employees (including executive directors) was:

Total staff
Their aggregate remuneration comprised:
Wages and salaries
Social security costs
Defined contribution pension costs

9

Finance income
Continuing operations
Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Interest revenue:
Bank deposits

—

8

4

Total interest revenue

—

8

4

Investment revenue earned on financial assets analysed by category of asset, is as follows:
Continuing operations
Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Loans and receivables (including cash and bank balances)

—

8

4

Total interest income for financial assets not designated
at fair value through profit or loss

—

8

4
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10

Tax
Continuing operations

Corporation tax:
Current tax
Adjustments in
respect of
prior years
Deferred tax
(see note 18)

Discontinued operations

Total

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

Year ended
31 October
2011
£’000

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

746

1,428

968

—

—

—

746

1,428

968

—

54

1

—

—

—

—

54

1

746

1,482

969

—

—

—

746

1,482

969

—

10

(23)

—

—

—

—

10

(23)

746

1,492

946

—

—

—

746

1,492

946

The charge for the year can be reconciled to the profit in the combined statement of comprehensive
income as follows:
Year ended
31 October
2011
£’000

Profit/(loss) before tax on continuing operations
Loss on discontinued operations before and after tax
Tax at the UK corporation tax rate of 23.4%
(2012 – 24.8%, 2011- 27%)
Tax effect of expenses that are not deductible
in determining taxable profit
Temporary differences
Tax effect of utilisation of tax losses not previously recognised
Adjustments in relation to prior periods
Taxation on subsidiaries at a different tax rate
Tax expense for the year

Year ended
31 October
2012
£’000

Year ended
31 October
2013
£’000

2,787
(863)

5,343
(1,018)

(4,672)
(500)

1,924

4,325

(5,172)

450

1,072

(1,210)

251
17
28
—
—

299
29
—
54
38

2,549
(17)
(377)
1
—

746

1,492

946

Factors that may affect future current and total tax charges
In the budget of 21 March 2013, the Chancellor of the Exchequer announced certain tax changes.
The proposals included phased reductions in the corporation tax rate. The rate reduced to 23 per cent.
from 1 April 2013 and further reductions were proposed to 20 per cent. effective from 1 April 2014.
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Discontinued operations

During the period for which the combined financial information has been prepared, the Group
discontinued an operation which was considered to represent a major line of business. This has
therefore been classified as a discontinued operation in the combined statement of comprehensive
income. The operation was ended with the assets used in the operation retained and re-used for other
purposes. The results of the discontinued operation is shown below:
Results of discontinued operation

Revenue
Expenses other than finance costs
Tax expense
Loss for the year

2011
£’000

2012
£’000

2013
£’000

7,657
(8,520)
—

3,905
(4,923)
—

—
(500)
—

(863)

(1,018)

(500)

Statement of cashflows
The statement of cashflows includes the following amounts relating to discontinued operations:
2011
£’000

2012
£’000

2013
£’000

Operating activities
Investing activities
Financing activities
Taxation

(1,129)
(3)
85
(13)

(1,199)
—
—
—

(500)
—
—
—

Net cash from discontinued operations

(1,060)

(1,199)

(500)

2011
£’000

2012
£’000

2013
£’000

—

200

252

12

Dividends

Dividends paid

These dividends were paid out of subsidiary companies, Penicuik Home Improvements Limited in
2012 and Job Worth Doing Limited in 2013 but as noted in the basis of preparation note have not
been eliminated from the combined financial information as they were paid outside of the Group.
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Goodwill
£’000

Cost
At 1 November 2010 and 1 November 2011
Recognised on acquisition of a subsidiary

1,394
22

At 31 October 2012
Recognised on acquisition of a subsidiary

1,416
34

At 31 October 2013

1,450

Accumulated impairment losses
At 1 November 2010
Impairment losses for the year

—
73

At 31 October 2011
Impairment losses for the year

73
—

At 31 October 2012

73

Impairment losses for the year
At 31 October 2013

—
73

Carrying amount
At 31 October 2013

1,377

At 31 October 2012

1,343

At 31 October 2011

1,321

At 1 November 2010

1,394

Weatherseal Holdings
Zenith Staybrite
Christies Kitchens
Penicuik business
KBC Energy Group

2011
£’000

2012
£’000

2013
£’000

876
200
180
65
—

876
200
180
65
22

876
200
180
65
56

1,321

1,343

1,377

The goodwill has arisen as follows:
Weatherseal Holdings

Goodwill in relation to the purchase of 100% of the share
capital of Weatherseal Holdings Limited whose trade is now
held within Weatherseal Home Improvements Limited.

Zenith Staybrite

Goodwill in relation to the acquisition of the trade and
assets of trade held within Zenith Staybrite Limited.

Christies Kitchens

Acquisition of the trade and assets whose trade now lies in
Supreme ‘O’ Glaze Limited and Norwood Interiors (UK)
Limited.

Penicuik Business

Acquisition of the trade and assets of a business which now
sits in Penicuik Home Improvements Limited.
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KBC Energy Group

Goodwill relates to the acquisition of 100% of the share
capital of Soltrac Limited, Energy Hypermarket Limited and
The Essex Solar Company Limited.

The directors carried out an impairment review of the carrying value of intangible fixed assets in
accordance with the accounting policies stated in note 1. At 31 October 2013, in the opinion of the
directors, the current and longer term projected EBITDA levels are sufficient to support the carrying
value of goodwill in the accounts.
The recoverable amounts of the income generating units are determined from value in use
calculations, derived from the present value of future cash flows generated by these units. There are
a number of assumptions and estimates involved in calculating the present value of future cash flows,
including, but not restricted to the following:
•

Growth rates applied to EBITDA used as the basis for future cash flows;

•

The period for which future cash flows are considered from the balance sheet date; and

•

The discount rate applied to the cash flows to calculate their present value.

Although the directors are satisfied that the assumptions used are appropriate to the current
circumstances of the Group, changes to these key assumptions or estimates could significantly affect
the result of the impairment calculation. Management estimates discount rates using pre-tax rates that
reflect the current market assessments of the time value of money and the risks specific to the
business. The growth rates after the budget period are based on GDP and market trend rates and have
been assumed to be zero in the impairment review.
The Group prepares pre-tax cash flow forecasts derived from assuming a steady state for market
conditions. The rate used to discount the forecast pre-tax cash flows was 10 per cent. and represents
management’s current best estimate of the weighted average cost of capital in each of the years for
which cash forecasts have been discounted. The time period for which future cash flows are included
in the impairment review is five years.
The impairment of goodwill relates to the goodwill held in the Space Kitchens business. This business
line was discontinued in 2011 due to continued losses in this operating segment. As such the
goodwill held from the acquisition of this business was impaired in full.
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Property, plant and equipment
Freehold
property
£’000

Plant and
machinery
£’000

Fixtures
and fittings
£’000

Motor
vehicles
£’000

Equipment
£’000

Total
£’000

Cost
At 1 November 2010
Additions

250
—

77
13

394
49

84
1

293
85

1,098
148

At 31 October 2011
Additions
Disposals

250
44
—

90
6
—

443
191
(22)

85
—
—

378
123
—

1,246
364
(22)

At 31 October 2012
Additions
Disposals

294
—
—

96
72
—

612
125
(14)

85
—
—

501
64
—

1,588
261
(14)

At 31 October 2013

294

168

723

85

565

1,835

Accumulated depreciation
At 1 November 2010
Charge for the year

—
—

27
27

184
133

7
13

194
64

412
237

At 31 October 2011
Charge for the year
Eliminated on disposals

—
1
—

54
26
—

317
101
(19)

20
36
—

258
89
—

649
253
(19)

At 31 October 2012
Charge for the year

1
15

80
60

399
98

56
6

347
115

883
294

At 31 October 2013

16

140

497

62

462

1,177

Carrying amount
At 31 October 2013

278

28

226

23

103

658

At 31 October 2012

293

16

213

29

154

705

At 31 October 2011

250

36

126

65

120

597

At 1 November 2010

250

50

210

77

99

686

2011
£’000

2012
£’000

2013
£’000

101
134

352
264

800
344

235

616

1,144

15

Inventories

Raw materials and consumables
Finished goods and goods for resale
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Trade and other receivables
2011
£’000

2012
£’000

2013
£’000

Trade receivables
Allowance for doubtful debts

5,493
(207)

5,112
(173)

5,185
(837)

Trade receivables – net
Receivables from related parties
Loans to related parties
Other receivables
Prepayments

5,286
7,420
2,179
678
2,163

4,939
5,065
3,542
392
2,675

4,348
1,423
3,571
1,868
1,851

Total trade and other receivables

17,726

16,613

13,061

2011
£’000

2012
£’000

2013
£’000

463
154
100
608

298
214
6
993

543
283
174
864

1,325

1,511

1,864

2011
£’000

2012
£’000

2013
£’000

Ageing of past due but not impaired trade receivables

31-60 days
61-90 days
91-120 days
120+
Total
Movement in the allowance for doubtful debts

Balance at the beginning of the period
Movement through the income statement
Utilisation of provision

115
100
(8)

207
87
(121)

173
648
16

Balance at the end of the period

207

173

837

For trade and other receivables book value approximates to fair value as at all year ends. The directors
are of the opinion that other than the bad debt provision above and the provision made against
related party loans (as noted in note 25), none of the Group’s trade and other receivables are
impaired.
17

Borrowings

Unsecured borrowing at amortised cost
Bank overdrafts

Total borrowings
Amount due for settlement within 12 months
Amount due for settlement after 12 months
All borrowings are in sterling and are unsecured.
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2011
£’000

2012
£’000

2013
£’000

740

547

1,822

740

547

1,822

740

547

1,822

—

—

—
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Deferred tax
Accelerated tax
depreciation
£’000

Total
£’000

At 1 November 2010
Charge through the profit or loss account

(10)
—

(10)
—

At 31 October 2011
Charge through the profit or loss account

(10)
(10)

(10)
(10)

At 31 October 2012
Charge through the profit or loss account

(20)
23

(20)
23

3

3

At 31 October 2013

Deferred tax assets and liabilities are offset where the Group has a legally enforceable right to do so.
The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:
2011
£’000

Deferred tax liabilities
Deferred tax assets

2012
£’000

2013
£’000

(22)
12

(25)
5

(7)
10

(10)

(20)

3

There are no amounts on which a deferred tax asset is not recognised.
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Trade and other payables

Trade payables
Payments on account
Taxation and social security
Payables due to related parties
Other payables
Accruals
Deferred income

2011
£’000

2012
£’000

2013
£’000

3,382
2,095
2,964
1,834
908
2,516
174

3,706
1,349
1,469
6,054
577
1,629
255

4,431
450
1,685
2,497
412
3,299
193

13,873

15,039

12,967

All of the Group’s financial liabilities shown above contractually mature in less than one year.
For trade and other payables book value approximates to fair value as at all year ends.
20

Provisions

Warranty provision
Finance clawback provision

Current
Non-current
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2011
£’000

2012
£’000

2013
£’000

3,344
46

3,125
185

1,814
62

3,390

3,310

1,876

380
3,010

498
2,812

243
1,633

3,390

3,310

1,876

Warranty
provision
£’000

Finance
clawback
provision
£’000

Total
£’000

At 1 November 2010
Additional provision in the year
Utilisation of provision

3,393
197
(246)

—
46
—

3,393
243
(246)

At 31 October 2011

3,344

46

3,390

195
(414)

185
(46)

380
(460)

At 31 October 2012

3,125

185

3,310

Additional provision in the year
Utilisation of provision

182
(1,493)

62
(185)

244
(1,678)

At 31 October 2013

1,814

62

1,876

Additional provision in the year
Utilisation of provision

Warranty provision
Certain Group companies have in place a warranty provision to cover for the cost of future warranty
work on certain products which offer a ten year warranty against any manufacturing faults, as such a
provision is estimated to cover the cost of any future maintenance work on such goods. It is expected
that the expenditure will be incurred equally over the ten year life of the warranty. Expected future
costs are discounted at a discount rate of 10 per cent.
In 2013 the underlying business circumstances relating to the overall warranty provision changed,
which resulted in the large reduction in the provision balance shown above. Previously the warranty
provision covered all costs associated with the cost of meeting any claims as related companies were
involved in extruding the pvc that forms the main material component of the window and
conservatory base product and also fabricated some of these finished products. These material and
fabrication costs are now met by external suppliers to the Group under supplier agreements resulting
in a lower warranty provision being required.
Finance clawback provision
Group members offer a financing agreement to customers upon the purchase of certain products. The
financing is provided by a third party from whom the Group receives a commission. This may be
clawed back within the first 6 months of the agreement due to any issues that may arise due to the
financing. Given this the provision has been classed as current within the financial statements.
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Share capital
2011
£

2012
£

2013
£

Value
Authorised:
Ordinary shares of £1 each
Ordinary shares of £0.01 each

5,968
—

1,100
101

1,100
101

Issued and fully paid:
Ordinary shares of £1 each
Ordinary shares of £0.01 each

405
—

210
97

210
99

Number of shares
Authorised:
Ordinary shares of £1 each
Ordinary shares of £0.01 each

5,968
—

1,100
10,080

110
10,080

Issued and fully paid:
Ordinary shares of £1 each
Ordinary shares of £0.01 each

405
—

210
9,680

210
9,880

As described in basis of preparation the combined financial information represents the results of
entities under common control throughout the period. A number of these companies did not though
form a legal group and so the share capital of these companies has not been eliminated in creating
this combined financial information. The issued and fully paid share capital above is made up of the
following for each year.

Ordinary shares of £1 each
Job Worth Doing Limited
Zenith Staybrite Limited
Home Install Limited
Weatherseal Home Improvements Limited
St Andrews Home Improvements Limited
Norwood Interiors (UK) Limited
Penicuik Home Improvements Limited
Europlas Limited
Staybrite Windows Limited
Zenith Windows Limited
KBC Energy Limited

Ordinary shares of £0.01 each
HI Sales Limited
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2011
£

2012
£

2013
£

100
98
1
98
98
2
2
2
2
2
—

110
—
—
—
—
—
—
—
—
—
100

110
—
—
—
—
—
—
—
—
—
100

405

210

210

2011
£

2012
£

2013
£

—

97

99
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Retained earnings
£’000

Balance at 1 November 2010
Profit for the year

1,149
1,178

Balance at 31 October 2011
Dividends paid
Profit for the year

2,327
(200)
2,833

Balance at 31 October 2012
Dividends paid
Loss for the year

4,960
(252)
(6,118)

Balance at 31 October 2013

(1,410)
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Notes to the cash flow statement
2011
£’000

2012
£’000

2013
£’000

1,178

2,833

(6,118)

746
—
237
73
—
(3)
475

1,492
(8)
253
—
3
(80)
1,158

946
(4)
294
—
14
(1,434)
10,727

Operating cash flows before movements in
working capital
Decrease/(increase) in inventories
Decrease/(increase) in receivables
Increase/(decrease) in payables

2,706
22
(542)
1,291

5,651
(381)
2,476
1,154

4,425
(528)
3,581
(2,078)

Cash generated by operations
Income taxes paid

3,477
(288)

8,900
(920)

5,400
(1,245)

Net cash from operating activities

3,189

7,980

4,155

2011
£’000

2012
£’000

2013
£’000

1,167
(740)

5,867
(547)

4
(1,822)

427

5,320

(1,818)

Profit/(loss) for the year
Adjustments for:
Income tax expense
Finance income
Depreciation of property, plant and equipment
Impairment of goodwill
Loss on disposal of property, plant and equipment
Decrease in provisions
Increase in provisions against related party loans

Cash and cash equivalents

Cash and bank balances
Bank overdrafts

There are no cash and cash equivalents in any year other than cash at bank and overdrafts with banks.
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Operating lease arrangements

The Group as lessee

Lease payments under operating leases recognised
as an expense in the year

2011
£’000

2012
£’000

2013
£’000

1,419

1,671

1,913

At the balance sheet date, the Group had outstanding commitments for future minimum lease
payments under non-cancellable operating leases, which fall due as follows:

Within one year
In the second to fifth years inclusive
After five years
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2011
£’000

2012
£’000

2013
£’000

1,153
2,781
853

1,440
3,563
1,413

1,529
4,302
1,575

4,787

6,416

7,406

Related party transactions

Trading transactions
During the year, Group companies entered into the following transactions with related parties who
are not members of the Group:
All of the below companies are related due to them being under common control or significant
influence throughout the period.
Sale of goods

Crown Architectural
Aluminium Limited
Frank Digital Limited
Premier Frames (UK) Limited
Latium Management
Services Limited
Genesis Associates
(UK) Limited
Spectus Systems Limited
Kestrel-BCE Limited
Indigo Products Limited

Purchase of goods and services

2011
£’000

2012
£’000

2013
£’000

2011
£’000

2012
£’000

2013
£’000

99
297
516

—
—
288

—
—
—

4,942
2
470

2,214
—
—

—
—
—

—

43

47

724

823

823

12
1,444
—
—

—
1,269
—
—

—
—
—
—

—
—
431
1,573

—
—
330
6,464

—
—
931
7,710

2,368

1,600

47

8,142

9,831

9,464
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The following amounts were outstanding at the balance sheet date:
Amounts owed by related parties

Crown Architectural
Aluminium Limited
Frank Digital Limited
Premier Frames
(UK) Limited
Latium Management
Services Limited
Genesis Associates
(UK) Limited
Spectus Systems Limited
Weatherseal Holdings
Limited
Kestrel- BCE Limited
Indigo Products Limited
Others

Amounts owed to related parties

2011
£’000

2012
£’000

2013
£’000

2011
£’000

2012
£’000

2013
£’000

—
—

—
25

—
68

891
197

2,777
—

—
—

—

—

57

331

727

—

—

12

47

—

6

—
5,989

—
—

—
81

2
—

16
58

—
—

1,431
—
—
—

5,028
—
—
—

1,198
—
—
19

—
115
217
34

—
144
2,051
281

—
373
2,118
—

7,420

5,065

1,423

1,834

6,054

2,497

There were no provisions in place against any balance as at any year end. The balance due from
Weatherseal Holdings Limited has been guaranteed by certain individuals.
Remuneration of key management personnel

Ian Blackhurst
Darren Cornwall

2011
£’000

2012
£’000

2013
£’000

305
204

318
207

231
160

509

525

391

The number of directors to whom pension contributions are made is two in all years. These though
were below £1,000 in total for each year and so are not shown separately above. The remuneration
to key management personnel has been restricted to payments made to Mr Darren Cornwall and Mr
Ian Blackhurst who will comprise the executive directors of the Group at the time of admission.
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Loans to related parties
Over the course of the last 3 financial years, three companies within the entu group, Zenith Staybrite
Limited, Job Worth Doing Limited and Window Care Limited have made loans to related party
companies. As shown below the loans have been made to four related party companies – Latium
Management Services Limited, Blackhurst Investments Limited, Nykorak Investments Limited and
Manchester Sale Rugby Club Limited all of which are related through common directors. The loans
attracted no interest and have no set repayment date. A table of the relevant loans is shown below.

Ian Blackhurst
Latium Management Services Limited
Nykorak Investments Limited
Blackhurst Investments Limited
Manchester Sale Rugby Club Limited

2011
£’000

2012
£’000

2013
£’000

754
—
—
—
1,900

—
—
—
838
4,337

—
2,341
1,139
3,545
8,906

2,654

5,175

15,931

As at each year end the directors assess the amounts of these loans which are deemed recoverable
from the related parties. As at 31 October 2013 the loans and their recoverability have been assessed
by the directors and the following conclusions drawn:
1.

The loan to Manchester Sale Rugby Club Limited will not be recovered in full and so a
provision was put in place for the entire loan of £8,906,000.

2.

£2,143,000 of the £2,341,000 loan to Latium Management Services Limited is recoverable.
Therefore a provision of £198,000 has been made.

3.

£357,000 of the £1,139,000 loan to Nykorak Investments Limited is recoverable. A provision
has therefore been made of £782,000.

4.

£1,071,000 of the £3,545,000 loan to Blackhurst Investments Limited is recoverable and
therefore a provision of £2,474,000 has been made.

A total provision of £12,360,000 has been made therefore in recognition that the loans are unlikely
to be recovered in full. A full list of provisions in place at each year end is as follows:

Latium Management Services Limited
Nykorak Investments Limited
Blackhurst Investments Limited
Manchester Sale Rugby Club Limited
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2011
£’000

2012
£’000

2013
£’000

—
—
—
475

—
—
—
1,633

198
782
2,474
8,906

475

1,633

12,360

Ultimate controlling party

The ultimate controlling party of all entities included in the combined financial information during
the period and to the date of this report was Mr Brian Kennedy.
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Subsequent events

Following the year end there have been two subsequent events which require reporting:
Related party loan transactions
As noted in note 25 the Group has a number of loans outstanding from related parties which totalled
£15,931,000 as at 31 October 2013.
On 16 October 2014 an agreement was reached regarding the payment of the loan to Latium
Management Services Limited and the following amount is to be repaid to the Group.
£’000

Latium Management Services Limited

2,143
2,143

Prior to the repayment of the above amount it was agreed to provide for the remainder of the
outstanding balances at 31 July 2014 which totalled £15,197,000.
Acquisition of Europlas Trade
On 20 December 2013, Europlas Limited, a member of the Group acquired the trade and assets of
Europlas.
Europlas’s principal activity is the retail and installation of home improvement products.
The amount of identifiable net assets assumed at the acquisition date is shown below:
Provisional Fair Values
£’000

Property, plant and equipment
Inventories
Trade and other receivables
Trade and other payables

16
127
156
(185)

Identifiable net assets
Goodwill

114
184

Total consideration

298
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Section C – Review report on the unaudited interim historical financial information of the Group
for the six months ended 30 April 2014
Transaction Advisory Services
Grant Thornton UK LLP
No 1 Whitehall Riverside
Leeds LS1 4BN
T +44 (0)113 245 5514
F +44 (0)113 246 5055
www.grant-thornton.co.uk

entu (UK) plc
Bow Chambers
8 Tib Lane
Manchester
M2 4JB
16 October 2014
Dear Sirs
entu (UK) plc (the “Issuer”) – Review Report on Unaudited Interim Financial Information
We have been engaged by the Issuer to review the Issuer’s unaudited interim financial information for
the six months ended 30 April 2014 which comprises an income statement, balance sheet, cash flow
statement and certain supporting notes, set out in Section D of Part III of the Issuer’s AIM admission
document dated 16 October 2014 (the “Unaudited Interim Financial Information”). We have read the
other information contained in the Issuer’s AIM admission document dated 16 October 2014 (the
“Admission Document”) and considered whether it contains any apparent misstatements or material
inconsistencies with the information in the Unaudited Interim Financial Information.
This report is made solely to the Issuer in accordance with guidance contained in ISRE (UK and
Ireland) 2410, ‘Review of Interim Financial Information performed by the Independent Auditor of the
Entity’. Our review work has been undertaken so that we might state to the Issuer those matters we
are required to state to them in a review report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Issuer, for our
review work, for this report, or for the conclusion we have formed.
Directors’ responsibilities
The Admission Document and the Unaudited Interim Financial Information are the responsibility of,
and have been approved by, the directors of the Issuer. The AIM rules of the London Stock Exchange
require that the accounting policies and presentation applied to the Unaudited Interim Financial
Information in the Admission Document are consistent with those which will be adopted in the
Issuer’s next published annual financial statements having regard to the accounting standards
applicable for such annual financial statements.
As disclosed in note 1 to the Unaudited Interim Financial Information, the annual financial statements
of the Issuer are prepared in accordance with the ‘Entities Under Common Management and Control’
guidance set out in Annexure 2 to Standards for Investment Reporting 2000 (Investment Reporting
Standards Applicable to Public Reporting Engagements on Historical Financial Information) and
International Financial Reporting Standards as adopted by the European Union (“IFRS”). The
Unaudited Interim Financial Information has been prepared in accordance with the basis of
preparation in note 1 to the Unaudited Interim Financial Information.
Our responsibility
Our responsibility is to express to the Issuer a conclusion on the Unaudited Interim Financial
Information based on our review.
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Scope of review
We conducted our review in accordance with International Standard on Review Engagements (UK
and Ireland) 2410, ‘Review of Interim Financial Information Performed by the Independent Auditor
of the Entity’ issued by the Auditing Practices Board for use in the United Kingdom. A review of
unaudited interim financial information consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing (UK and Ireland) and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the Unaudited
Interim Financial Information is not prepared, in all material respects, in accordance with the basis
of accounting described in note 1 to the Unaudited Interim Financial Information.
Yours faithfully

GRANT THORNTON UK LLP
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Section D – Unaudited interim financial information of the Group for the six months ended 30 April
2014
Condensed statement of comprehensive income for the periods ended 30 April 2013 and 30 April 2014
Period ended Period ended
30 April
30 April
2013
2014
£’000
£’000

Continuing operations
Revenue
Cost of sales

44,037
(29,864)

57,913
(39,146)

Gross profit
Administrative expenses

14,173
(11,554)

18,767
(13,300)

Operating profit
Finance income
Provision against related party loans

2,619
—
—

5,467
—
(1,067)

Profit before tax
Tax

2,619
(547)

4,400
(1,189)

Profit for the period from continuing operations
Discontinued operations
Loss for the period from discontinued operations

2,072

3,211

(333)

—

Profit for the period
Other comprehensive income

1,739
—

3,211
—

Total comprehensive income

1,739

3,211

There are no other items of comprehensive income for the year other than the profit attributable to
the combined equity holders
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Combined condensed balance sheet at 30 April 2013 and 30 April 2014
30 April
2013
£’000

30 April
2014
£’000

1,343
696
—
5

1,585
790
—
10

2,044

2,385

723
17,749
10

1,393
14,234
1,656

18,482

17,283

20,526

19,668

8,735
1,757
498

13,803
2,181
355

10,990

16,339

Net current assets

7,492

944

Non-current liabilities
Deferred tax liabilities
Long-term provisions

25
2,812

7
1,521

2,837

1,528

13,827

17,867

Net assets

6,699

1,801

Equity
Share capital
Retained earnings

—
6,699

—
1,801

Equity attributable to combined equity holders

6,699

1,801

Non-current assets
Goodwill
Property, plant and equipment
Unlisted preference shares
Deferred tax asset

Current assets
Inventories
Trade and other receivables
Cash and cash equivalents

Total assets
Current liabilities
Trade and other payables
Current tax liabilities
Provisions

Total liabilities
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Combined statement of changes in equity for the period ended 30 April 2013 and 30 April 2014
Equity attributable to the
combined equity holders
Share
Capital
£’000

Retained
Earnings
£’000

Total
Equity
£’000

Balance at 1 November 2012
Profit and total comprehensive income for the period

—
—

4,960
1,739

4,960
1,739

Balance at 30 April 2013

—

6,699

6,699

Balance at 1 November 2013
Profit and total comprehensive income for the period

—
—

(1,410)
3,211

(1,410)
3,211

Balance at 30 April 2014

—

1,801

1,801

Share capital
The share capital account includes the nominal value for all shares issued and outstanding.
Retained earnings
The retained earnings reserve includes the accumulated profits and losses arising from the combined
statement of comprehensive income and certain items from the Statement of Changes in Equity
attributable to equity shareholders net of distributions to shareholders.
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Combined condensed cash flow statement for the period ended 30 April 2013 and 30 April 2014
Period ended Period ended
30 April
30 April
2013
2014
£’000
£’000

Net cash from operating activities

(1,488)

4,829

(1,488)

4,829

Investing activities
Purchases of property, plant and equipment
Acquisition of subsidiary

(120)
—

(264)
(24)

Net cash used in investing activities

(120)

(288)

Financing activities
Increase in loans due from related party companies

(3,702)

(1,067)

Net cash used in financing activities

(3,702)

(1,067)

Net (decrease)/increase in cash and cash equivalents

(5,310)

3,474

Cash and cash equivalents at beginning of period

5,320

(1,818)

10

1,656

Cash and cash equivalents at end of period
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Notes to the interim financial statements for the period ended 30 April 2013 and 30 April 2014
1

Basis of preparation

The principal accounting policies adopted in the preparation of the combined interim financial
information are those used for the combined financial information contained in the historical
financial information. The combined interim financial information is presented in pounds, which is
also the Group’s functional currency. Amounts are rounded to the nearest thousand, unless otherwise
stated.
The combined interim financial information has been prepared by aggregating the financial
information of all of the entities which form part of the target group. The entities included in the
combined interim financial information (“The Group”) are the three groups headed by JWD
Installations Limited, HI Sales Limited and KBC Energy Limited.
The entities which comprise the Group have been under common management and control
throughout the period presented, but they did not form a legal group in that period. Consequently the
combined financial information has been prepared by aggregating the assets, liabilities, results, share
capital and reserves of the relevant entities, after eliminating inter-entity transactions and balances.
The combined interim financial information has been prepared in accordance with the requirements
of the AIM Rules, and in accordance with this basis of preparation. This basis of preparation describes
how the combined financial information has been prepared in accordance with International
Financial Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU). IFRSs
as adopted by the EU do not provide for the preparation of combined financial information, and
accordingly in preparing the combined interim financial information certain accounting conventions
commonly used for the preparation of historical financial information for inclusion in investment
circulars as described in the Annexure to SIR 2000 (Investment Reporting Standard applicable to
public reporting engagements on historical financial information) issued by the UK Auditing Practices
Board have been applied.
The application of these conventions results in the following material departures from IFRSs as
adopted by the EU. Other than these departures IFRSs as adopted by the EU have been applied.
In the combined interim financial information:
•

share capital reflects the combined share capital of all combined entities as shown above;

•

retained earnings are the cumulative gains and losses recognised in the combined statement of
comprehensive income of all combined entities;
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2

Operating segments

Segment revenue
For management purposes, the Group is split into four operating segments for reporting to the chief
operating decision maker. These divisions are the basis on which the Group is structured and managed

Home
Improvement
£’000

Energy
Generation
and Saving
£’000

Repair and
Renewal
Service
Agreements
£’000

Insulation
£’000

Total
£’000

33,091

9,889

1,037

20

44,037

1,608

138

862

11

2,619

Finance income

—

—

—

—

—

Profit before tax

1,608

138

862

11

2,619

(333)
—

—
—

—
—

—
—

(333)
(547)

—

—

—

—

1,739

4,616
—
120
129

1,136
—
—
—

—
—
—
—

62
—
—
—

5,814
885
120
129

Home
Improvement
£’000

Energy
Generation
and Saving
£’000

Repair and
Renewal
Service
Agreements
£’000

Insulation
£’000

Total
£’000

41,212

11,593

1,116

3,992

57,913

1,595

1,021

941

1,910

5,467

—
—

—
—

—
—

—
—

—
(1,067)

1,595

1,021

941

1,910

4,400

Taxation

—

—

—

—

(1,189)

Profit for the period

—

—

—

—

3,211

4,206
—
264
130

1,419
—
—
2

—
—
—
—

1,678
—
—
—

7,303
(5,502)
264
132

2013
Profit and loss account
Total revenue and RRSA income
Profit before finance costs

Loss for the period from
discontinued operations
Taxation
Profit for the period
Balance sheet assets
Separable segment net assets
(trade receivables)
Other net-assets
Capital additions
Depreciation charge

2014
Profit and loss account
Total revenue and RRSA income
Profit before finance costs
Finance income
Provision against related party loans
Profit before tax

Balance sheet assets
Separable segment net assets
(trade receivables)
Other net-assets
Capital additions
Depreciation charge

72

3

Acquisitions

On 20 December 2013, Europlas Limited, a member of the Group acquired the trade and assets of
Europlas.
Europlas’s principal activity is the retail and installation of home improvement products.
The amount of identifiable net assets assumed at the acquisition date is shown below:
Provisional Fair Values
£000’s

Property, plant and equipment
Inventories
Trade and other receivables
Trade and other payables

16
127
156
(185)

Identifiable net assets
Goodwill

114
184

Total consideration

298

Satisfied by:
Cash consideration

298

No contingent consideration is payable on the acquisition.
Since the acquisition date, Europlas has contributed £1,526,000 to Group revenues and £68,000 to
Group profit.
4

Related party transactions

Trading transactions
During the periods, group companies entered into the following transactions with related parties who
are not members of the group:
All of the below companies are related due to them being under common control or significant
influence throughout the period.
Purchase of goods
and services

Sale of goods

Latium Management Services Limited
Patrick Properties Holdings Limited
Kestrel-BCE Limited
Indigo Products Limited
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2013
£’000

2014
£’000

2013
£’000

2014
£’000

—
—
—
—

21
—
—
—

401
—
420
4,559

373
25
555
1,732

The following amounts were outstanding at the balance sheet date:
Amounts owed by
related parties

Frank Digital Limited
Premier Frames (UK) Limited
Latium Management Services Limited
Spectus Systems Limited
Weatherseal Holdings Limited
Kestrel-BCE Limited
Indigo Products Limited

Amounts owed
to related parties

2013
£’000

2014
£’000

2013
£’000

2014
£’000

68
291
—
—
1,171
—
—

68
342
6
—
1,159
—
—

—
—
4
84
—
327
1,403

—
—
—
81
—
463
1,043

1,530

1,575

1,818

1,587

The balance due from Weatherseal Holdings Limited has been guaranteed by certain individuals.
Loans to related parties

Latium Management Services Limited
Nykorak Investments Limited
Blackhurst Investments Limited (see below)
Manchester Sale Rugby Club Limited

2013
£’000

2014
£’000

2,341
—
31
8,138

2,341
1,162
1,203
9,852

10,510

14,558

The following provisions were made against the related party loan balances as at each period to
estimate the amounts recoverable.

Latium Management Services Limited
Nykorak Investments Limited
Blackhurst Investments Limited
Manchester Sale Rugby Club Limited

2013
£’000

2014
£’000

—
—
—
1,633

198
805
132
9,852

1,633

10,987

As at 1 April 2014 the company converted £2,440,000 of the debt owed from Blackhurst Investments
Limited into 2,440,000 £1 preference shares. These shares have no set redemption date and pay
interest at a rate of 5% per annum. The shares also carry no voting rights. These shares are included
within unlisted preference shares on the Group’s balance sheet. A provision of £2,444,000 has been
made against these preference shares as at 30 April 2014.
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5

Subsequent events

Related party loan transactions
As noted in note 4 the Group has a number of loans outstanding from related parties which totalled
£14,558,000 as at 30 April 2014.
On 16 October 2014 an agreement was reached regarding the payment of the loan to Latium
Management Services Limited and the following amount is to be repaid to the Group.
£000

Latium Management Services Limited

2,143
2,143

Prior to the repayment of the above amount it was agreed to provide for the remainder of the
outstanding balances at 31 July 2014 and that the loans totalling £15,197,000 would subsequently
be waived in full on 16 October 2014. This amount includes the waiving of the unlisted preference
shares acquired as described in note 4.
On 16 October 2014, a reduction of capital was effected in accordance with section 642 to 644 of
the 2006 Act by Blackhurst Investments Limited pursuant to which the 2,440,000 Preference Shares
of £1.00 each were cancelled and extinguished.
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PART IV
ADDITIONAL INFORMATION
1.

Responsibility

(a)

The Company and the Directors, whose names and functions are set out on page 6 of this
document, accept responsibility for the information contained in this document. To the best of
the knowledge and belief of the Directors and the Company (who have taken all reasonable
care to ensure that such is the case), the information contained in this document is in
accordance with the facts and does not omit anything likely to affect the import of such
information. All of the Directors accept individual and collective responsibility for compliance
with the AIM Rules.

2.

Incorporation and general

(a)

The Company was incorporated under the laws of England and Wales on 25 March 2014 under
the name of entu (UK) Limited with registered number 08957339 as a private company with
limited liability under the 2006 Act. The Company was re-registered as a public company on
8 October 2014 and changed its name to entu (UK) plc on 8 October 2014. Its registered office
is at Bow Chambers, 8 Tib Lane, Manchester, United Kingdom, M2 4JB. It is domiciled in
England.

(b)

The telephone number of the Company’s registered office and principal place of business is
0161 667 3680.

(c)

The Company is the ultimate holding company of the Group, and owns directly 100 per cent.
of the share capital and can exercise 100 per cent. of the voting rights of the following
subsidiary undertakings:
Name

Principal Activity

Country of
incorporation

entu (UK) Holdings Limited Intermediate holding company

UK

Zenith Staybrite Limited

Repairs and renewals services

UK

Europlas Limited

Repairs and renewals services

UK

HI Sales Limited

Holding company for the repairs and
renewals services division

UK

JWD Installations Limited

Holding company for the installations
services division

UK

KBC Energy Limited

Holding company for the energy generation
and retention products division

UK

Weatherseal Home
Improvements Limited

Repairs and renewals services

UK

Soltrac Limited

Seller of energy generation and retention products

UK

Energy Hypermarket
Limited

Seller of energy generation and retention products

UK

The Essex Solar
Company Limited

Dormant company

UK

My Green
House Limited

Dormant company

UK
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Country of
incorporation

Name

Principal Activity

Window Care Limited

Central provider of administration and
services for the group

UK

Staybrite Windows Limited Dormant company

UK

St Andrews Home
Improvements Limited

Repairs and renewals services

UK

Penicuik Home
Improvements Limited

Repairs and renewals services

UK

Quotes Near Me Limited

Dormant company

UK

Zenith Windows
Limited
Norwood Interiors
(UK) Limited

Dormant company

UK

Repairs and renewals services

UK

Job Worth Doing Limited

Provider of installations services

UK

Home Install Limited

Repairs and renewals services

UK

3.

Share capital

(a)

The issued share capital as at the date of this document is as follows:

Ordinary Shares
Deferred Shares
(b)

Number

Amount paid up

65,600,000
34,400,000

£32,800
£17,200

The following changes in the share capital of the Company have taken place since its
incorporation:
(i)

On incorporation the issued share capital was £1.00 divided into 100 Ordinary Shares
of £0.01 each held as follows:
Brian Kennedy – 60 Ordinary Shares of £0.01 each
Ian Blackhurst – 30 Ordinary Shares of £0.01 each
Darren Cornwall – 10 Ordinary Shares of £0.01 each

(ii)

On 23 March 2014, Ian Blackhurst transferred 15 Ordinary Shares of £0.01 each to his
wife, Belinda Blackhurst, for a consideration of £1;

(iii)

On 7 July 2014, pursuant to section 550 of the 2006 Act, the directors were authorised
to allot the following Ordinary Shares in the capital of the Company in connection with
the share for share exchanges which took place on 7 July 2014 whereby each of Brian
Kennedy, Ian Blackhurst, Belinda Blackhurst and Darren Cornwall transferred the shares
held by each of them in the capital of HI Sales Limited, KBC Energy Limited and JWD
Installations Limited to the Company in exchange for the issue of further Ordinary Shares
to each of them in the capital of the Company in the numbers set out below:
Brian Kennedy: 6,012 Ordinary Shares of £0.01 each
Ian Blackhurst: 1,503 Ordinary Shares of £0.01 each
Belinda Blackhurst: 1,503 Ordinary Shares of £0.01 each
Darren Cornwall: 1,002 Ordinary Shares of £0.01 each
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(iv)

On 26 September 2014, an intermediate holding company called entu (UK) Holdings
Limited was incorporated and on 8 October 2014, a share for share exchange agreement
between entu (UK) Holdings Limited and entu took place pursuant to which the ordinary
shares held by entu in the capital of each of its wholly owned subsidiaries (HI Sales
Limited, JWD Installations Limited and KBC Energy Limited) were transferred to entu
(UK) Holdings Limited in exchange for the allotment and issue by entu (UK) Holdings
Limited of 10,201 ordinary shares of £1.00 each to entu credited as fully paid. Entu was
incorporated for the purpose of the Management Incentive Plan (as further described in
paragraph 5 of this Part IV).

(v)

On 8 October 2014, pursuant to section 550 of the 2006 Act, the directors were
authorised to allot the following Ordinary Shares of £0.01 each in the capital of the
Company:
Brian Kennedy: 2,993,928 Ordinary Shares of £0.01 each
Ian Blackhurst: 748,482 Ordinary Shares of £0.01 each
Belinda Blackhurst: 748,482 Ordinary Shares of £0.01 each
Darren Cornwall: 498,988 Ordinary Shares of £0.01 each

(c)

(vi)

Pursuant to the same written resolution passed on 8 October 2014, referred to at
paragraph (v) above the 5,000,000 Ordinary Shares of £0.01 each were subdivided into
100,000,000 Ordinary Shares of £0.0005 each and 30,000,000 Ordinary Shares of
£0.0005 each were reclassified into Deferred Shares of £0.0005 each in the capital of
the Company, having the rights set out in the Articles. A further resolution was also
passed authorising the Directors to grant rights to subscribe for Ordinary Shares in the
capital of the Company in connection with the warrant to be issued in favour of Zeus
Capital (as further described at paragraph 10 (j) of this Part IV), up to an aggregate
nominal value of £1,050.

(vii)

On 13 October 2014, a general meeting of the members of the Company was held on
short notice at which the members approved an ordinary resolution approving the
reclassification of 4,400,000 Ordinary Shares of £0.0005 each to 4,400,000 Deferred
Shares of £0.0005 each.

As at the date of this Document, the following options/awards to subscribe for Ordinary Shares
have been granted to employees under the CSOP, SAYE, LTIP and MIP Schemes and remain
outstanding:

Scheme

Number of
Ordinary Shares
under option

CSOP
SAYE
LTIP
MIP

280,000
up to 500,000*
960,000
up to 4,425,734**

Date of
grant

Oct
Nov
Oct
Oct

14
14
14
14

Exercisable
from

Oct
Nov
Oct
Oct

17
17
17
17#

Exercisable
until

Exercise
price

Oct 24
May 18
Oct 24
N/A

£1
£0.80
nil
N/A

* to be granted shortly after Admission
** in the form of 960,000 A Ordinary Shares in entu (UK) Holdings Limited potentially entitled to be exchanged for up to
4,425,734 Ordinary Shares on vesting.
#
vesting date

(d)

Save as disclosed in paragraph (c) above, no share or loan capital of the Company or any of its
subsidiaries is under option or agreed conditionally or unconditionally to be put under option.
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(e)

Save for the allotments referred to in paragraph 2(b) above, since incorporation no capital of
the Company has been allotted for cash or for a consideration other than cash.

(f)

The Placing Shares will, on Admission, rank pari passu in all respects and will rank in full for
all dividends and other distributions thereafter declared, made or paid on the ordinary share
capital of the Company.

(g)

The Placing Shares are in registered form and capable of being held in uncertificated form.
None of the Placing Shares are being marketed or made available in whole or in part to the
public in conjunction with the applications for Admission. The Ordinary Shares to be
transferred by the Selling Shareholder pursuant to the Placing are being transferred at a price
of 100 pence per share, representing a premium of 99.95 pence over the nominal value of 0.05
pence each. The expected transfer date is 30 October 2014.

(h)

The currency of the issue is pounds sterling.

4.

Articles of Association

The Articles of Association of the Company contain, inter alia, provisions to the following effect:
(a)

Objects
The Articles contain no specific restrictions on the company’s objects and therefore, by virtue
of section 31(1) of the 2006 Act the Company’s objects are unrestricted.

(b)

Voting rights
Subject to paragraph (g) below, and to any special terms as to voting upon which any shares
may for the time being, be held, on a show of hands every member who (being an individual)
is present in person or by proxy (being a corporation) is present by a duly appointed
representative shall have one vote and on a poll every member present in person or by a
representative or proxy shall have one vote for every ordinary share in the capital of the
Company held by him. A proxy need not be a member of the Company.

(c)

Variation of rights
If at any time the capital of the Company is divided into different classes of shares all or any of
the rights or privileges attached to any class of shares in the Company may be varied or
abrogated with the consent in writing of the holders of three-fourths in nominal value of the
issued shares (excluding any shares of that class held as treasury shares) of that class or with
the sanction of a special resolution passed at a separate general meeting of the holders of the
shares of that class. At every such separate general meeting (except an adjourned meeting), the
quorum shall be two persons holding or representing by proxy one-third in nominal value of
the issued shares of that class.

(d)

Alteration of capital
The Articles do not impose any conditions governing changes in the capital if the Company
which are more stringent than is required by law.
Therefore the Company may by ordinary resolution increase its share capital, consolidate and
divide all or any of its share capital into shares of a larger nominal value, sub-divide all or any
of its shares into shares of a smaller nominal value and cancel any shares not taken, or agreed
to be taken, by any person.
The Company may, subject to the 2006 Act, by special resolution reduce or cancel its share
capital or any capital redemption reserve or share premium account.
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Subject to and in accordance with the provisions of the 2006 Act, the Company may purchase
its own shares (including any redeemable shares), provided that the Company shall not
purchase any of its shares unless such purchase has been sanctioned by a special resolution
passed at a separate meeting of the holders of any class of shares convertible into equity share
capital of the Company.
(e)

Transfer of shares
A member may transfer all or any of his shares in the case of certificated shares by instrument
in writing in any usual or common form or in such other form as may be approved by the
Directors.
In the case of uncertificated shares, shares may be transferred through CREST in accordance
with and subject to the CREST Regulations and the facilities and requirements of the relevant
system concerned.
The instrument of transfer of a certificated share shall be executed by or on behalf of the
transferor and, if the share is not fully paid, by or behalf of the transferee. The Directors may in
their absolute discretion refuse to register a transfer of any share held in certificated form which
is not fully paid, provided that dealings in the shares are not prevented from taking place on
an open and proper basis.
In the case of uncertificated shares, the Directors may only refuse to register a transfer in
accordance with the Uncertificated Securities Regulations. The Directors may also refuse to
register a transfer of shares (whether fully paid or not) if the transfer is in favour of more than
four persons jointly.
Subject to that and to paragraph (g) below, the Articles contain no restrictions on the free
transferability of fully paid shares provided that the transfer is in respect of only one class of
share and is accompanied by the share certificate and any other evidence of title required by
the Directors and that the provisions in the Articles relating to the deposit of instruments for
transfer have been complied with. The registration of transfers in respect of certificated shares
may be suspended by the Directors for any period not exceeding 30 days in a year.

(f)

Dividends
The Company may by ordinary resolution in general meeting declare dividends provided that
no dividend shall be paid otherwise than out of profits and no dividend shall exceed the
amount recommended by the Directors. The Directors may from time to time pay such interim
dividends as appear to the Directors to be justified by the profits of the Company available for
distribution.
Subject to the rights of persons, if any, holding shares with special dividend rights, and subject
to paragraph (g) below, all dividends shall be apportioned and paid pro rata according to the
amounts paid or credited as paid on the shares during any portion or portions of the period in
respect of which the dividend is paid. No amount paid or credited as paid in advance of calls
shall be regarded as paid on shares for this purpose.
All dividends unclaimed for a period of 12 years after the payment date for such dividend shall
if the Directors so resolve be forfeited and shall revert to the Company.
The Directors may, if authorised by an Ordinary Resolution of the Company, offer the holders
of shares the right to elect to receive additional shares, credited as fully paid, instead of cash
in respect of any dividend or any part of any dividend or direct that payment of all or part of
any dividend declared may be satisfied by the distribution of certain assets.
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(g)

Suspension of rights
If a member or any other person appearing to be interested in shares held by such shareholder
has been duly served with notice under section 793 of the 2006 Act and is in default in
supplying to the Company within 14 days (or such longer period as may be specified in such
notice) the information thereby, required, then (if the Directors so resolve) such member shall
not be entitled to vote or to exercise any right conferred by membership in relation to meetings
of the Company in respect of the shares which are the subject of such notice. Where the
holding represents more than 0.25 per cent. of the issued shares of that class (calculated
exclusive of any treasury shares of that class) the payment of dividends may be withheld, and
such member shall not be entitled to transfer such shares otherwise than by an arm’s length
sale.

(h)

Return of capital
Subject to any preferred, deferred or other special rights, or subject to such conditions or
restrictions to which any shares in the capital of the Company may be issued, on a winding-up
or other return of capital, the holders of ordinary shares are entitled to share in any surplus
assets pro rata to the amount paid up on their ordinary shares. A liquidator may, with the
sanction of a special resolution of the Company and any other sanction required by the 2006
Act, divide amongst the members in specie or in kind the whole or any part of the assets of the
Company, those assets to be set at such value as he deems fair. A liquidator with the sanction
of a special resolution may also vest the whole or any part of the assets of the Company in
trustees on trusts for the benefit of the members. The liquidator shall not, however, except with
the consent of the Shareholder concerned, distribute to a Shareholder any assets to which there
is attached a liability or potential liability for the other.

(i)

Pre-emption rights
There are no rights of pre-emption under the articles of association of the Company in respect
of transfers of issued Ordinary Shares.
In certain circumstances, the Company’s shareholders may have statutory pre-emption rights
under the 2006 Act in respect of the allotment of new shares in the Company. These statutory
pre-emption rights would require the Company to offer new shares for allotment by existing
shareholders on a pro rata basis before allotting them to other persons. In such circumstances,
the procedure for the exercise of such statutory pre-emption rights would be set out in the
documentation by which such shares would be offered to the Company’s shareholders.

(j)

Deferred Shares
The Articles provide that the Deferred Shares of £0.0005 each in the capital of the Company:
(a)

shall not confer on the holder of such Deferred Shares any right to receive a share
certificate in respect of the holding of Deferred Shares;

(b)

shall not confer on the holders of such Deferred Shares any entitlement to participate in
the profits or assets of the Company;

(c)

shall not confer on the holders of such Deferred Shares any entitlement to receive notice
of, attend or vote at any general meeting of the Company; and

(d)

may be redeemed by the Company at any time upon payment to the holders of the
Deferred Shares of the sum of £1 in aggregate.
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(k)

Shareholder Meetings
Annual general meetings should be held within the time periods specified by the 2006 Act.
Other general meetings may be called whenever the directors think fit or when one has been
requisitioned in accordance with the 2006 Act. Two members present in person or by proxy
(or, being a corporation, present by a duly appointed representative) at the meeting and entitled
to vote shall be a quorum for all purposes.
Annual general meetings or a meeting at which it is proposed to pass a resolution requiring
special notice are called on at least 21 days’ notice in writing, exclusive of the day of which
the notice is served or deemed to be served and of the day on which the meeting is to be held.
Other general meetings are to be called on 14 days’ notice in writing exclusive of the day on
which the notice is served or deemed to be served and the day on which the meeting is to be
held. The annual general meeting may be called on shorter notice providing all members
entitled to attend and vote agree and a general meeting can be called on shorter notice if a
majority in number of the members having a right to attend and vote at the general meeting,
being a majority together holding not less than 95 per cent. in nominal value of the shares
giving that right, consent. Notice is to be given to all members on the register at the close of
business on a day determined by the Company, such day being not more than 21 days before
the day that the notice of meeting is sent.
The Company may specify in the notice of meeting a time, not more than 48 hours before the
time fixed for the meeting, by which a person must be entered into the register in order to have
the right to attend or vote at the meeting. In every notice calling a meeting of the Company
there shall appear with reasonable prominence a statement that a member entitled to attend
and vote is entitled to appoint one or more proxies to attend and, on a poll vote instead of
him/her, and that a proxy need not be a member.

(l)

Directors’ interests
Subject to the 2006 Act and provided that he has disclosed to the directors the nature and
extent of any interest, a director is able to enter into contracts or other arrangements with the
Company, hold any other office (except auditor) with the Company or be a director, employee
or otherwise interested in any company in which the Company is interested. Such a director
shall not be liable to account to the Company for any profit, remuneration or other benefit
realised by any such office, employment, contract, arrangement or proposal.
Save as otherwise provided by the Articles, a director shall not vote on, or be counted in the
quorum in relation to, any resolution of the Board concerning any contract, arrangement,
transaction or proposal to which the Company is or is to be a party and in which he (together
with any person connected with him) is to his knowledge materially interested, directly or
indirectly. Interests of which the director is not aware, interests which cannot reasonably be
regarded as likely to give rise to a conflict of interest and interests arising purely as a result of
an interest in the Company’s shares, debentures or other securities are disregarded. However,
a director can vote and be counted in the quorum where the resolution relates to any of the
following:
•

the giving of any guarantee, security or indemnity in respect of money lent or obligations
incurred by him or by any other person at the request of or for the benefit of the
Company or any of its subsidiary undertakings or a debt or obligation of the Company
or any of its subsidiary undertakings for which the director himself has assumed
responsibility in whole or in part under a guarantee or indemnity or by the giving of
security;

•

the participation of the director, in an offer of securities of the Company or any of its
subsidiary undertakings, including participation in the underwriting or sub-underwriting
of the offer;
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•

a proposal involving another company in which he and any persons connected with him
has a direct or indirect interest of any kind, unless he and any persons connected with
him hold an interest in shares representing one per cent. or more of either any class of
equity share capital, or the voting rights, in such company;

•

any arrangement for the benefit of employees of the Company or of any of its subsidiary
undertakings which does not award the director any privilege or benefit not generally
awarded to the employees to whom such arrangement relates;

•

any proposal concerning the purchase or maintenance of any insurance policy under
which he may benefit; and

•

any proposal concerning indemnities in favour of directors or the funding of expenditure
by one or more directors on defending proceedings against such director(s).

A director shall note vote or be counted in the quorum on any resolution of the Board
concerning his own appointment (including fixing or varying the terms of his appointment or
its termination) as the holder of any office or place of profit with the Company or any company
in which the Company is interested.
The Board may authorise any matter that would otherwise involve a director breaching his duty
under the Act to avoid conflicts of interest, provided that the interested director(s) do not vote
or count in the quorum in relation to any resolution authorising the matter. The Board may
authorise the relevant matter on such terms as it may determine including:
(a)

whether the interested director(s) may vote or be counted in the quorum in relation to
any resolution relating to the relevant matter;

(b)

the exclusion of the interested director(s) from all information and discussion by the
Company of the relevant matter; and

(c)

the imposition of confidentiality obligations on the interested director(s).

An interested director must act in accordance with any terms determined by the Board. Any
authorisation of a relevant matter may also provide that where the interested director obtains
information that is confidential to a third party (other than through his position as director) he
will not be obliged to disclose it to the Company or to use it in relation to the Company’s affairs,
if to do so would amount to a breach of that confidence.
(m)

Appointment of directors
(i)

Unless otherwise determined by ordinary resolution, the number of directors (other than
alternate directors) shall not exceed 8 but shall not be less than two.

(ii)

Subject to the 2006 Act and the Articles, the Company may by ordinary resolution
appoint any person who is willing to act as a director either as an additional director or
to fill a vacancy. The Board may also appoint any person who is willing to act as a
director, subject to the 2006 Act and the Articles. Any person appointed by the Board as
a director will hold office only until conclusion of the next annual general meeting of the
Company unless he is re-elected during such meeting.

(iii)

The Board may appoint any director to hold any employment or executive office in the
Company and may also revoke or terminate any such appointment (without prejudice to
any claim for damages for breach of any service contract between the director and the
and the Company).
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(n)

Retirement and removal of directors
Without prejudice to the provisions of the 2006 Act, the Company may by ordinary resolution
remove any director before the expiration of his period of office and may appoint by ordinary
resolution another director in his place.

(o)

5.

Directors’ Indemnity and Insurance
(i)

Subject to the 2006 Act, each director of the Company and of any associated company
may be indemnified against any liability.

(ii)

Subject to the 2006 Act, the Board may purchase and maintain insurance against any
liability for any director of the Company or of any associated company.

Share option schemes

The Company has adopted four employee share plans to be used to incentivise and retain employees.
Summaries of the plans are set out below.
5.1

The entu (UK) plc Company Share Option Plan (“CSOP”)
5.1.1

General
The company share option plan (“CSOP”) is a discretionary employee share plan,
which the Company intends to self-certify under the provisions of Schedule 4 to the
Income Tax (Earnings and Pensions) Act 2003 in order to allow options to acquire
Ordinary Shares (up to £30,000 in value at grant) to be granted on a tax-favoured basis.
The CSOP will also allow for larger non-tax efficient options to be granted on the same
terms. Options are intended to be granted on or after Admission. A summary of the
principal terms of the CSOP are set out below.
The CSOP is governed by the rules of the CSOP and administered by the Board or
Remuneration Committee.

5.1.2

Eligibility
Any employed director or employee of the Company or the Group will be eligible to
receive options under the CSOP. Options under the CSOP are not assignable or
otherwise transferable.

5.1.3

Options
Awards under the CSOP take the form of an option over Ordinary Shares with a market
value exercise price. Options will normally vest and become exercisable 3 years after
grant.
It is intended that Options will initially be granted on or immediately before Admission
with an exercise price equal to the Placing Price.
Options may be satisfied by newly issued Ordinary Shares, existing Ordinary Shares
purchased in the market, by transfer of Ordinary Shares from the Trust or by the reissue
of treasury Ordinary Shares.
No options may be granted after the tenth anniversary of adoption of the CSOP.

5.1.4

Individual Limits on Options
The maximum value of any tax efficient options that can be granted to any individual
participant at any time (when aggregated with the value at grant of any other
unexercised options granted pursuant to a CSOP held by that individual) is £30,000.
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The maximum value of any non-tax efficient options that can be granted to any
individual participant in a financial year of the Company is one times salary. Both limits
are measured by reference to the value of the Ordinary Shares at the date of grant.
5.1.5

Performance Targets
Options may be granted subject to performance targets.

5.1.6

Exercise of options
Subject to satisfaction of the performance targets, options will normally vest and
become exercisable on the third anniversary of the date of grant.
Options will then remain exercisable until the tenth anniversary of the date of their
grant. The option will lapse if not exercised by the end of that period.
Earlier exercise is permitted if the participant dies or leaves employment as a
consequence of injury, disability, redundancy, the transfer of the employing business or
company or retirement (“Good Leaver”).
If an employee leaves employment before the end of the vesting period other than as a
Good Leaver, his option will normally lapse unless the Remuneration Committee
exercises its discretion to permit the options to be exercisable to the extent determined
by the Remuneration Committee taking into account the proportion of the vesting
period that has elapsed and the extent to which the performance targets have been met
at that time.

5.1.7

Manner of Exercise
Within 30 days of the receipt of a notice of exercise of an option, Ordinary Shares in
respect of which the option has been exercised must be issued by the Company or the
Company must procure their transfer to the employee. The Ordinary Shares will rank
pari passu in all respects with the other fully paid issued Ordinary Shares. Following the
exercise of any option satisfied by newly issued Ordinary Shares, the Company will
apply to the relevant stock exchange for the relevant Ordinary Shares to be listed and
admitted to trading.

5.1.8

Takeovers
If any company obtains control of the Company as a result of a takeover offer or the
sanctioning of a scheme of arrangement under section 899 of the Companies Act 2006
or if a company has become bound or entitled to acquire all the Ordinary Shares under
sections 979 to 982 or 983 to 985 of that Act, all outstanding options shall vest to the
extent determined by the Remuneration Committee taking into account the proportion
of the vesting period that has elapsed and the extent to which the performance targets
have been met at that time.
Where an offer is made to obtain control of the Company which the Board believes will
result in a takeover, it may, at its absolute discretion, resolve that options will vest to the
extent determined by the Remuneration Committee taking into account the proportion
of the vesting period that has elapsed and the extent to which the performance targets
have been met at that time.

5.1.9

Exchange of Options on a Change of Control
If any company obtains control of the Company as a result of a takeover offer or the
sanctioning of a scheme of arrangement under section 899 of the Companies Act or if
a company has become bound or entitled to acquire all Ordinary Shares under sections
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979 to 982 or 983 to 985 of the Companies Act, an option holder may, by agreement
with that other company, seek the release of his options in return for the grant of
equivalent options over shares in that other company
5.1.10 Variation of Share Capital
In the event of any variation of the Company’s capital by way of capitalisation or rights
issue, or consolidation, subdivision or reduction, the number of Ordinary Shares
subject to the option and/or the exercise price may be adjusted in such a manner as the
Remuneration Committee considers appropriate provided that the aggregate market
value of the Ordinary Shares acquired and the exercise price payable to exercise the
option is not substantially changed, and that the exercise price shall not be reduced to
below the nominal value of an Ordinary Share unless the Company is authorised to
capitalise reserves to pay up each Share allotted to option holders.
5.1.11 Tax Liability on Exercise
The CSOP permits the Company or any group company to withhold or collect from
participants a sum equal to the income tax and employee National Insurance
Contributions for which the Company or any group company must account under the
PAYE tax withholding system. The CSOP also permits the Company or Group company
to transfer any employer National Insurance Contributions to the participants.
5.2

The entu (UK) plc Save As You Earn Option Plan (“SAYE”)
5.2.1

General
The Save As You Earn Option Plan is an all-employee UK SAYE Share Option Plan,
which the Company intends to self-certify under the provisions of Schedule 3 to the
Income Tax (Earnings and Pensions) Act 2003 in order to allow options to acquire
Ordinary Shares to be granted on a tax-favoured basis on or after Admission. A
summary of the principal terms of the SAYE are set out below.
The SAYE is governed by the rules of the SAYE and administered by the Board or
Remuneration Committee.

5.2.2

Eligibility
All UK resident tax-paying employees and full-time directors of the Company and its
participating subsidiaries will be eligible to participate in the SAYE. The SAYE allows the
Company to set a minimum qualifying period of service in order for an individual to be
eligible to participate.

5.2.3

Issue of Invitations and grant of options
Invitations to participate in the SAYE may be made at any time and options must be
granted to employees who accept the invitation within 30 days of the invitation. No
options may be granted after the tenth anniversary of the adoption of the SAYE.

5.2.4

Exercise Price
The price at which an option holder may acquire Ordinary Shares on the exercise of an
option shall be determined by the Board or Remuneration Committee at the date of
grant but shall not be less than the greater of 80 per cent. of the market value of an
ordinary share at the date of invitation and its nominal value.
It is intended that Options will initially be granted on or immediately before Admission
with an exercise price equal to 80 per cent. of the Placing Price.
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5.2.5

Savings Contract
Upon applying for an option, the participant will be required to enter into an approved
SAYE contract with a savings institution nominated by the Company which lasts for
either three or five years. The maximum amount which an employee is permitted to
contribute under SAYE contracts is £500 per month. The minimum contribution is £10
per month. A tax-free bonus may be payable on savings on completion of the relevant
savings contract after a predetermined time of three or five years.
At the end of the savings contract, the employee may either exercise the option (using
funds from the savings account) or have the savings and any bonus repaid. The total
exercise price of the Ordinary Shares over which the option is granted may not exceed
the aggregate of the monthly contributions and bonus payable at the end of the
participant’s related SAYE contract.

5.2.6

Exercise of options
Options will normally be exercisable during a period of six months following the
maturity date of the related SAYE savings contract and the allocation of the bonus. The
option will lapse if not exercised by the end of that period.
Earlier exercise is permitted if the participant dies or leaves employment as a
consequence of injury, disability, redundancy, the transfer of the employing business or
company, retirement or death (“Good Leaver”), or if the employee ceases employment
more than 3 years after the date of grant except for dismissal for fraud or any act or
omission amounting to misconduct. Early exercise may also be permitted in the event
of a takeover, reconstruction or voluntary winding up of the Company.
Whenever an option is exercised early before completion of the related SAYE contract,
the exercise of such option is limited to the total of refunded contributions together with
any interest received under the SAYE contract at that time.
If an employee leaves employment before the end of the savings period other than as a
Good Leaver, his option will normally lapse.

5.2.7

Manner of Exercise
Within 30 days of the receipt of a notice of exercise of an option, the Ordinary Shares
in respect of which the option has been exercised must be issued by the Company or
the Company must procure their transfer to the employee. The Ordinary Shares will
rank pari passu in all respects with the other fully paid issued Ordinary Shares.
Following the exercise of any option, the Company will apply to the relevant stock
exchange for the relevant Ordinary Shares to be listed and admitted to trading.

5.2.8

Exchange of Options on a Change of Control
If any company obtains control of the Company as a result of a takeover offer or the
sanctioning of a scheme of arrangement under section 899 of the Companies Act 2006
or if a company has become bound or entitled to acquire all the Ordinary Shares under
sections 979 to 982 or 983 to 985 of that Act, an option holder may, by agreement with
that other company, seek the release of his options in return for the grant of equivalent
options over shares in that other company.

5.2.9

Variation of Share Capital
In the event of any variation of the Company’s capital by way of capitalisation or rights
issue, or consolidation, subdivision or reduction, the number of Ordinary Shares
subject to the option and/or the exercise price may be adjusted in such a manner as the
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Remuneration Committee considers appropriate provided that the aggregate market
value of the Ordinary Shares acquired and the exercise price payable to exercise the
option is not substantially changed, and that the exercise price shall not be reduced to
below the nominal value of an Ordinary Share unless the Company is authorised to
capitalise reserves to pay up each Share allotted to option holders.
5.3

The entu (UK) plc Long-Term Incentive Plan (“LTIP”)
5.3.1

General
The LTIP is a discretionary employee share scheme, pursuant to which the Board or
Remuneration Committee may make awards to certain employees of any Group
Company. The LTIP is intended to be used for awards to senior management on or after
Admission. A summary of the principal terms of the LTIP are set out below.
The LTIP is governed by the rules of the LTIP and administered by the Board or
Remuneration Committee.

5.3.2

Eligibility
Any employed director or employee of the Company or Group will be eligible to
receive awards under the LTIP. The Board intends that only senior management will
receive awards under the LTIP. Awards under the LTIP are not assignable or otherwise
transferable, except on the death of the holder.

5.3.3

Awards
Awards under the LTIP take the form of nil cost options. Awards will vest three years
after grant if stretching performance targets are met.
Awards may be satisfied by newly issued Ordinary Shares, existing Ordinary Shares
purchased in the market, by transfer of Ordinary Shares from the Trust or by the reissue
of treasury Ordinary Shares.
No awards may be made after the tenth anniversary of adoption of the LTIP.

5.3.4

Limits on Awards
Other than in respect of awards granted on or before Admission, the maximum value
of the award that can be made to any individual participant in any financial year of the
Company is normally one times salary for that financial year, but if the Remuneration
Committee considers that exceptional circumstances exist, the award may be two times
salary for that financial year. In each case the value of the award is measured by
reference to the value of the Ordinary Shares at the date of grant.
It is intended that awards granted on or immediately prior to Admission shall not in
aggregate be over more than 1,000,000 Ordinary Shares.

5.3.5

Performance Targets
Awards will only vest if performance targets have been met during a three year
performance period. The current intention is for awards granted on or immediately prior
to Admission to be subject to a performance target relating to aggregate cumulative
normalised EPS over the performance period.

5.3.6

Exercise of awards
Subject to satisfaction of the performance targets, awards will normally vest and
become exercisable on the third anniversary of the date of grant.
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Awards will then remain exercisable until the tenth anniversary of the date of their
grant. The award will lapse if not exercised by the end of that period.
If an employee leaves employment before the end of the vesting period, for any reason
(including death), his award will lapse.
5.3.7

Manner of Exercise
Within 30 days of the receipt of a notice of exercise of an award, Ordinary Shares in
respect of which the award has been exercised must be issued by the Company or the
Company must procure their transfer to the employee. The Ordinary Shares will rank
pari passu in all respects with the other fully paid issued Ordinary Shares. Following the
exercise of any award satisfied by newly issued Ordinary Shares, the Company will
apply to the relevant stock exchange for the relevant Ordinary Shares to be listed and
admitted to trading.

5.3.8

Takeovers
If any company obtains control of the Company as a result of a takeover offer or the
sanctioning of a scheme of arrangement or if a company has become bound or entitled
to acquire all Shares on a compulsory basis, all outstanding awards shall vest and
become excisable for a limited period, to the extent determined by the Remuneration
Committee taking account of the proportion of the vesting period that has elapsed and
the extent to which performance targets have been met at that time.
Where an offer is made to control the Company which the Board believes will result in
a takeover, it may, at its absolute discretion, resolve that awards will vest and become
exercisable for a limited period, to the extent determined by the Remuneration
Committee taking account of the proportion of the vesting period that has elapsed and
the extent to which performance targets have been met at that time.

5.3.9

Variation of Share Capital
In the event of any variation of the Company’s capital, the number of Ordinary Shares
subject to the award shall be adjusted in such a manner as the Board considers
appropriate.

5.3.10 Tax Liability on Exercise
The LTIP permits any Group Company to withhold or collect from participants a sum
equal to the income tax and employee National Insurance Contributions for which the
Group Company must account under the PAYE tax withholding system. The LTIP also
permits any Group Company to transfer any employer National Insurance
Contributions to the participants.
5.4

Management Incentive Plan (“MIP”)
5.4.1

General
The proposed MIP is a discretionary employee share scheme, pursuant to which the
board of entu (UK) Holdings Limited with the permission of the Remuneration
Committee, may make awards to certain employees of any Group Company. The MIP
is only intended to be used for awards to Senior Management on or immediately prior
to Admission. A summary of the principal terms of the MIP are set out below.
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5.4.2

Subscription
On or immediately prior to Admission participants selected from the senior
management team of the Company will be invited to subscribe for A ordinary shares in
entu (UK) Holdings Limited (“A Shares”) at nominal value.
A Shares will have no entitlement to dividends or voting rights until immediately prior
to Vesting (see further below).
Subject to a number of provisions described below, the A Shares can in future be
exchanged for a certain number of Ordinary Shares pursuant to the provisions of the
articles of association of entu (UK) Holdings Limited, representing a proportion of the
increase in value of Ordinary Shares above a share price growth hurdle (“Hurdle”) (see
further below).

5.4.3

Limits on A Shares
The total value of Ordinary Shares which participants shall become entitled to on
Vesting shall not exceed a number of Ordinary Shares having an aggregate value at
Vesting of £12.5 million (see further below).

5.4.4

Hurdle
Subject to valuation advice, it is proposed that the Hurdle will be set at a price which
is 30% above the Placing Price.

5.4.5

Performance Target
A Shares will only Vest if a performance target has been met during a three year
performance period commencing 1 November 2014. It is intended that A Shares will
be subject to a performance target relating to aggregate cumulative normalised EPS over
the performance period.

5.4.6

Vesting
If the mid-market closing price of an Ordinary Share is at or exceeds the Hurdle for 30
Dealing Days immediately prior to the end of the performance period, the Hurdle shall
be deemed to be met. Thereafter, if following publication of the audited accounts of the
Company for the last financial year of the performance period, the performance target
has been met, all of the A Shares will vest (“Vest”). If the performance target is not met
then none of the A Shares will Vest.
On Vesting, the holder of A Shares will be entitled to exchange their A Shares for a
specific number of Ordinary Shares calculated as follows:
X = ______
A
x
D

((B – C) x
_______
B

(E x 12.5%))

Where:
X is the number of Ordinary Shares
A is the number of A Shares
B is the price of an Ordinary Share at Vesting
C is the Hurdle
D is the total number of A Shares in issue at Admission
E is the total number of Ordinary Shares in issue at Vesting
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If the total value of the aggregate entitlement to Ordinary Shares at Vesting under the
above formula, for all participants, exceeds £12.5 million (measured at Vesting), the
entitlement of each participant shall be pro rata reduced so as not to exceed this limit.
In the event the A Shares do not Vest, the A Shares shall be transferred to the Company
for £1 in aggregate per participant (and thereafter those A Shares will automatically be
re-designated as ordinary shares in entu (UK) Holdings Limited).
5.4.7

Termination of Employment
If an employee leaves employment of the Group before Vesting for any reason
(including death) all his A Shares shall immediately be transferred to the Company for
£1 in aggregate (and thereafter those A Shares will automatically be re-designated as
ordinary shares in entu (UK) Holdings Limited).

5.4.8

Change of Control
On a change of control of the Company unvested A Shares shall Vest in full if the
consideration per Ordinary Share under that change of control (“Consideration per
Ordinary Share”) is at or above the Hurdle (irrespective of satisfaction of the
performance target). On Vesting, a participant shall be required to exchange their A
Shares for a number of Ordinary Shares in accordance with the above formula
(replacing the reference in the definition of ‘B’ therein to ‘price of Ordinary Share at
Vesting’ with ‘Consideration per Ordinary Share’).
If the Consideration per Ordinary Share under that change of control is below the
Hurdle, the A Shares shall be transferred to the Company for £1 in aggregate per
participant (and thereafter those A Shares will automatically be re-designated as
ordinary shares in entu (UK) Holdings Limited).

5.4.9

Adjustments
The board of entu (UK) Holdings Limited (with the permission of the Company), has the
absolute discretion to rebase or adjust the Hurdle, or the performance target on the
occurrence of adjustment events (including any acquisition or disposal by or out of the
Group of any company, business or assets or new financing or refinancing
arrangements) provided that the adjustment is made on a just and reasonable basis and
with a view to ensuring that the holders of A Shares are not materially disadvantaged
or benefited by the adjustment.

5.4.10 Tax Liability
The MIP permits any Group Company to withhold or collect from participants a sum
equal to the income tax and employee National Insurance Contributions for which the
Group Company must account under the PAYE tax withholding system as a result of the
acquisition, holding or disposal of the A Shares and /or the Ordinary Shares by a
participant. The MIP also permits recovery of any employer National Insurance
Contributions from the participants that arise in relation to the aforementioned events,
but only to the extent that it is legally permissible to do so.
5.4.11 Amendments
The terms of the MIP permitting entu (UK) Holdings Limited to invite employees of any
Group Company to subscribe for A Shares and the terms upon which subscription may
be made can be amended by entu (UK) Holdings Limited, but only with the permission
of the Company.
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5.5

Provisions common to several plans
5.5.1

Limits on issue of Ordinary Shares
The CSOP, SAYE and LTIP contain a limit on the number of new Ordinary Shares to be
issued pursuant to the plans. This dilution including the MIP will not exceed 10 per
cent. of the issued ordinary share capital of the Company, from time to time, should be
issued or issuable under all share incentive schemes operated by the Group in any
rolling ten year period commencing on, or immediately prior to, the date of Admission.
This limit applies to awards made or options granted under all employee share schemes
operated by the Group, including the CSOP, SAYE, LTIP and the MIP. Options and
awards which have lapsed or been renounced are disregarded. Ordinary Shares which
have been purchased in the market are disregarded.

5.5.2

Benefits non-pensionable
Any awards under the CSOP, SAYE, LTIP and MIP are not pensionable.

5.5.3

Amendments
The Company may from time to time amend the rules of the CSOP, SAYE and LTIP
provided that:
(a)

no amendment shall adversely affect to a material extent existing awards (in the
without the consent of at least 75 per cent. of participants);

(b)

the prior approval of the Company in general meeting is obtained for amendments
made for the benefit of participants to the provisions relating to:

(v)

(i)

the persons to whom an award may be made;

(ii)

the limit on the aggregate number of Ordinary Shares over which awards
may be made;

(iii)

the limit on the number of Ordinary Shares over which awards may be made
to an employee;

(iv)

the basis of determining an employee’s entitlement to and the terms of
Ordinary Shares; and

the adjustment of awards on a variation of share capital of the Company

(save for minor amendments to benefit the administration of the plan, to take account
of changes in legislation or to obtain or maintain favourable tax, exchange control or
regulatory treatment for the participants or for the Company or its subsidiaries).
5.6

Employee Share Trust (“Trust”)

The Company intends to settle a Trust which will be an employee share scheme and can be used to
satisfy awards under the CSOP, SAYE and LTIP.
The Trust will be resident outside the UK and administered by the trustee (which will be a professional
trust company). The Trust will be a discretionary trust whose beneficiaries are the employees and
Executive Directors (and former employees and executive directors) of the Company and its group,
and their spouses, civil partners, widows, widowers, children and step-children under the age of 18.
The Trust has the power (inter alia) to acquire Ordinary Shares in any Group Company, grant options
over Ordinary Shares to beneficiaries, transfer Ordinary Shares to beneficiaries by gift or otherwise
and make grants or loans to beneficiaries to enable them to acquire Ordinary Shares. However, the
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Trust will not be able to hold more than 5 per cent. of the issued ordinary share capital of the
Company at any time when it is listed, unless authorised to do so by the Company in general meeting.
The Trust will be funded by contributions or loans from the Company or the Group.
The Trust will waive its right to dividends and to vote in respect of any Ordinary Shares held in the
Trust unless otherwise requested by the Company.
6.

Directors’ and other interests

The names of the Directors of the Company are set out under “Directors and Senior Management” in
paragraph 7 of Part 1 of this Document. As at the date of this document and as expected to be
immediately following the Placing and Admission, the interests of the Directors and their families (as
defined in the AIM Rules) in the share capital of the Company the existence of which is known to or
could with reasonable diligence be ascertained by the Directors are as follows:
Present

Ian Blackhurst
Belinda Blackhurst
Darren Cornwall
David Forbes
David Grundy
Lorraine Clinton
(a)

Following the Placing

Ordinary
Shares

%

Ordinary
Shares

%

9,840,000
9,840,000
6,560,000
—
—
—

15.0
15.0
10.0
—
—
—

4,920,000
4,920,000
3,280,000
—
—
—

7.5
7.5
5.0
—
—
—

Save as disclosed above, the Company is not aware of any holding (within the meaning of the
AIM Rules) in the Company’s ordinary share capital which amounts or would, immediately
following the Placing and Admission, amount to three per cent. or more of the Company’s
issued ordinary share capital other than the following:
Present
Ordinary
Shares

Brian Kennedy
39,360,000
AXA Investment Managers
UK Limited
—
Premier Fund Managers Limited
—
Miton Asset Management Limited
—
River and Mercantile Asset
Management LLP
—

Following the Placing
%

Ordinary
Shares

%

60.0

19,680,000

30.0

—
—
—

6,719,000
6,000,000
4,000,000

10.24
9.15
6.10

—

2,750,000

4.19

The voting rights of the Shareholders set out in this paragraph 6(a) do not differ from the voting
rights held by other Shareholders.
(b)

There are no outstanding loans granted or guarantees provided by the Company to or for the
benefit of any of the Directors, nor are there any outstanding loans or guarantees provided by
the Directors to or for the benefit of the Company.

(c)

Save as disclosed in paragraph 8 of this Part IV, no Director has any interest, whether direct or
indirect, in any transaction which is or was unusual in its nature or conditions or significant to
the business of the Company taken as a whole and which was effected by the Company during
the current or immediately preceding financial year, or during any earlier financial year and
which remains in any respect outstanding or unperformed.

(d)

Save as otherwise disclosed in this document, none of the directors nor any member of their
respective families nor any person connected with the Directors (within the meaning of section
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252 of the Act) has any holding, whether beneficial or otherwise, in the share capital of the
Company.
(e)

None of the Directors nor any member of a Director’s family is dealing in any related financial
product (as defined in the AIM Rules) whose value in whole or in part is determined directly or
indirectly by reference to the price of the Ordinary Shares, including a contract for differences
or a fixed odds bet.

(f)

Save as disclosed above, no Director have any interest in the share capital or loan capital of
the Company or any of its subsidiaries nor does any person connected with the Directors
(within the meaning of section 252 of the 2006 Act) or senior sales staff have any such interests,
whether beneficial or non-beneficial.

(g)

The Directors have held the following directorships and/or been a partner in the following
partnerships within the five years prior to the date of this Document:
Current Directorships/partnerships:
Name

Company/LLP

Ian Blackhurst

Manchester Sale Rugby Club Limited
Cheshire Sport Promotions Limited
Broken Biscuits Limited
Cheshire Rugby Limited
Blackhurst Investments Limited
KBC Interiors Limited
entu (UK) Limited
HI Sales Limited
JWD Installations Limited
Window Care Limited
Blackhurst Investments France SRL
SAS Paulian Investments
entu (UK) Holdings Limited

Darren Cornwall

Broken Biscuits Limited
Nykorak Investments Limited
KBC Interiors Limited
entu (UK) Limited
HI Sales Limited
JWD Installations Limited
My Green House Limited
Window Care Limited
Quotes Near Me Limited
Job Worth Doing Limited
entu (UK) Holdings Limited

David Grundy

242 Associates LLP
Flowgroup plc
Omega Sky Limited
My Online Estate Agent Limited
The Manufacturing Institute (charity)

David Forbes

Vertu Motors plc
DM Forbes Limited
boohoo.com plc
Renew Holdings Plc
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Name

Company/LLP

Lorraine Clinton

University Hospital of South Manchester
Clinton Consultants Limited
MLC Pension Scheme Trustees Limited
HGCA Pension Plan Trustees Limited

Previous directorships/partnerships over the last five years:
Name

Company/LLP

Ian Blackhurst

Penicuik Home Improvements Limited
Latium Building Products Holdings Limited
Genesis Associates (UK) Limited
Norwood Interiors (UK) Limited
WH Realisations Limited

Name

Company/LLP

Darren Cornwall

Genesis Associates (UK) Limited
Fluid Services (UK) Limited
Penicuik Home Improvements Limited
Europlas Limited
Norwood Interiors (UK) Limited
Carbon Green Limited
Foundation Property and Developments Limited
Spectus Manufacturing Limited
Macclesfield Marketing Ltd
I Law Limited
Latium Building Products Holdings Limited
Penicuik Home Improvements Limited

Lorraine Clinton

Department of Social Development (Northern Ireland)
Environmental Trust Scheme Regulatory Body
Service Personnel and Veterans Agency
McArthur Group Limited
Agricultural and Horticultural Development Board

David Grundy

Grant Thornton UK LLP

David Forbes

Codex Holdings Limited
Northern Ballet Theatre Limited
Zero Paper LLP
N M Rothschild Corporate Finance Limited
1st Express Couriers Limited

(i)

Ian Blackhurst was also a director of W H Realisations Limited and W S W Realisations
Limited which were both put into administration in 2010 and 2007 respectively. In
respect of W S W Realisations Limited, there was a deficit of £562,000 which meant that
there were insufficient funds to provide a return to unsecured, non preferential creditors.
W H Realisations Limited was put into administration but moved to creditors’ voluntary
liquidation and there was a deficit of £9,660,000 which meant that there were
insufficient funds to provide a return to unsecured, non preferential creditors.

(ii)

Lorraine Clinton was a director of McArthur Group Limited when this company was
placed into administration on 8 May 2014. The administrators were appointed by the
security holders and are working to make a distribution to the unsecured creditors. The
majority of the trade and assets of the Company were sold by the administrators on
8 May 2014 to Rcapital Partners LLP. At the date of this document, the total debt position
has not been finalised and the process is ongoing.
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(iii)

(h)

David Forbes was a non executive director of 1st Express Couriers Limited which was
subject to a creditors voluntary liquidation on 20 March 2007 and was dissolved on
1 August 2008. The deficit for creditors was minimal and is thought to be in the region
of £15,000.

Save as disclosed above, no Director:
(i)

has any unspent convictions in relation to indictable offences; or

(ii)

has been bankrupt or the subject of an individual voluntary arrangement, or has had a
receiver appointed to any asset of such Director; or

(iii)

has been a director of any company which, while he was a director or within 12 months
after he ceased to be a director, had a receiver appointed or went into compulsory
liquidation, creditors voluntary liquidation, administration or company voluntary
arrangement, or made any composition or arrangement with its creditors generally or
with any class of its creditors; or

(iv)

has been a partner of any partnership which, while he was a partner or within 12 months
after he ceased to be a partner, went into compulsory liquidation, administration or
partnership voluntary arrangement, or had a receiver appointed to any partnership asset:
or

(v)

has had any public criticism and/or sanction by statutory or regulatory authorities
(including designated professional bodies); or

(vi)

has been disqualified by a court from acting as a director of a company or from acting
in the management or conduct of the affairs of any company.

(i)

So far as the Directors are aware, no person, directly or indirectly, jointly or severally, exercises
or could exercise control over the Company.

(j)

So far as the Directors are aware, there are no arrangements the operation of which may at a
later date result in a change of control of the Company.

(k)

None of the Company’s major holders of shares listed above has voting rights which are
different from other holders of Ordinary Shares.

(l)

No Director has any interest, direct or indirect, in any assets which have been acquired by,
disposed of or leased to, any member of the Group or which are proposed to be acquired by,
disposed of by, or leased to, any member of the Group.

7.

Directors service contracts

(a)

Ian Blackhurst has entered into a service agreement with the Company dated from Admission
and thereafter, subject to termination upon 12 months’ notice by either party. The agreement
provides for an annual salary of £274,000, entitlement to a discretionary bonus, membership
of a private medical scheme and entitlement to participate in such pension scheme as the
Company may operate from time to time.

(b)

Darren Cornwall has entered into a service agreement with the Company dated from
Admission and thereafter, subject to termination upon 6 months’ notice by either party. The
agreement provides for an annual salary of £172,000, entitlement to a discretionary bonus,
membership of a private medical scheme and pension contributions of £1,000 per month.

(c)

The services of David Forbes as non-executive Director and Chairman are provided under the
terms of an agreement between the Company and David Forbes dated from Admission for an
initial fee of £50,000 per annum and for an initial term of 3 years which is terminable on 3
months’ notice at any time by either the Company or the non-executive Director.
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(d)

The services of Lorraine Clinton as non-executive Director are provided under the terms of an
agreement between the Company and Lorraine Clinton dated from Admission for an initial fee
of £30,000 per annum and for an initial term of 3 years which is terminable on 3 months’
notice at any time by either the Company or the non-executive Director.

(e)

The services of David Grundy as non-executive Director are provided under the terms of an
agreement between the Company and David Grundy dated from Admission for an initial fee of
£30,000 per annum and for an initial term of 3 years which is terminable on 3 months’ notice
at any time by either the Company or the non-executive Director.

(f)

Save as set out in paragraphs (a) to (e) above, there are no service agreements in existence
between any of the Directors and the Company or any of its subsidiaries which cannot be
determined by the employing company without payment of compensation (other than statutory
compensation) within one year.

8.

Related party transactions

8.1

Related Party Loans

The following loans were made by Zenith Staybrite Limited, Job Worth Doing Limited and
Windowcare Limited to companies connected with Brian Kennedy, Ian Blackhurst and Darren
Cornwall:

Manchester Sale Rugby Club Limited(1)
Latium Management Services Limited(2)
Blackhurst Investments Limited (“BIL”)(3)
Nykorak Investments Limited (“NIL”)(4)
(1)
(2)
(3)
(4)

This
This
This
This

company
company
company
company

is
is
is
is

connected
connected
connected
connected

to
to
to
to

Zenith Staybrite
Limited

Window Care
Limited

Job Worth
Doing Limited

£9,200,600
NIL
£976,000
£1,139,000

NIL
£2,340,748
£363,914
£92.00

NIL
£5,527
£564,748
£309,462

Brian Kennedy
Brian Kennedy
Ian Blackhurst
Darren Cornwall

On 1 April 2014, a loan by Zenith Staybrite Limited to BIL in the sum of £2,440,000 was capitalised
and 2,440,000 Preference Shares of £1.00 were issued to Zenith Staybrite Limited in the capital of BIL.
In order to achieve a clean break between the Group and the companies connected with certain of
the Selling Shareholders, a sequence of corporate transaction steps have been implemented, the
object of which was to settle the outstanding loans.
Accordingly:
•

On 16 October 2014 a reduction of capital was effected in accordance with section 642 to 644
of the 2006 Act by BIL pursuant to which the 2,440,000 Preference Shares of £1.00 each issued
to Zenith Staybrite Limited were cancelled and extinguished.

•

On 16 October 2014 Window Care Limited entered into a deed of novation in order to novate
the loans made by it to BIL in the sum of £363,914 and to Latium Management Services
Limited (“Latium”) in the sum of £197,769 to Zenith Staybrite Limited.

•

On 16 October 2014 Zenith Staybrite Limited entered into a deed of novation in order to
novate part of the loans made by it to Manchester Sale Rugby Club Limited in the sum of
£4,850,000 and to NIL in the sum of £1,139,000 to Job Worth Doing Limited.

•

On 16 October 2014 each of Zenith and Job Worth Doing Limited passed written resolutions
to approve the waiver of the balance of the loans which remained outstanding.
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•

On 16 October 2014, Window Care Limited also passed a written resolution to waive the
balance of £92 owing to it by NIL, leaving a balance of £2,142,979 owing to it by Latium
which will be settled from the amounts received by Brian Kennedy as Selling Shareholder in
full and final settlement.

This is further detailed in Section B and Section D of Part III of this document.
8.2

Acquisition of Europlas Limited from Specialist Building Products Limited

Europlas Limited (Christies Bedrooms (UK) Limited) acquired the business known as “Europlas” and
its assets from Specialist Buildings Products Limited on 20 December 2013. Specialist Building
Products Limited which is a supplier of windows and doors to the Group and is a wholly owned
subsidiary of Epwin Group Limited in which Brian Kennedy is a shareholder. Further details in respect
of the asset purchase agreement are contained in paragraph 10(d) of this Part IV.
8.3

Patrick Properties Manchester LLP

This is a limited liability partnership in which Brian Kennedy is a designated member. There is a lease
in place between this entity and Job Worth Doing Limited for the Manchester office space located on
the 3rd floor, Bow Chambers, 8 Tib Lane, Manchester, M2 4JB. The lease is for a 10 year term which
commenced on 21 October 2013. There is a rent review on 29 September 2018. The current annual
rent is £50,500 per annum exclusive of VAT on usual quarter days.
8.4

Supply Agreement

On 11 July 2014 the Company entered an exclusive supply agreement with Epwin Group Plc
(“Agreement”). Brian Kennedy is a shareholder of the Company and also a shareholder of Epwin
Group Plc.
The Agreement grants exclusivity to Epwin Group Limited and its group companies (“Epwin Group”)
to supply the Company and any of its group companies (“Entu Group”) with the products set out in
the Agreement (being primarily PVC windows and doors and a wide range of related parts and
products) (“Products”). In the first year of the Agreement the exclusivity granted to the Epwin Group
is 75 per cent. of the Group’s requirements for PVC-U windows and doors and 100 per cent. of its
requirements for other Products. After the first year of the Agreement the exclusivity granted to the
Epwin Group is 100 per cent. of the Group’s requirements relating to all Products. The Agreement is
for a 5 year term subject to a number of termination rights for each of the parties (including for the
other party being in material breach or suffering insolvency events).
There are separate key terms schedules that apply to the supply of Products to Europlas Limited,
Zenith Staybrite Limited and Job Worth Doing Limited. There are some limited warranties given by
Epwin Group Limited in relation to the Products being free of defects due to faulty materials and
workmanship. There is the potential for the Epwin Group to increase its prices over the term of the
Contract due to increased costs although no price increases are to be made in the first 12 months.
Epwin Group may increase the prices following the first 12 months pursuant to a prescribed formula
in relation to PVC resin prices although there must not be more than one price increase for this reason
in any 12 month period. In relation to any other price increases these must not be made more than
six times in any 12 month period.
8.5

Latium Management Services Limited

A monthly management charge of £20,000 has been charged to Window Care Limited since 2008 by
Latium Management Services Limited, which is a company wholly owned by Brian Kennedy, in
respect of support services provided to the Group, particularly in respect of tax and legal services.
This arrangement will cease immediately on Admission.
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8.6

Winsford Property lease

A new lease has been entered into on 10 September 2014 between Job Worth Doing Limited (a
subsidiary of entu) and Brian Kennedy (as landlord) in respect of the premises located at Unit 1 of The
Phoenix Centre, Road One, Winsford. The lease is for a fifteen year term with a break date at
10 September 2019 and 10 September 2024 for an initial rent of £40,500 per annum (exclusive of
VAT). Rent is payable in advance in four equal instalments on 25 March, 24 June, 29 September and
25 December each year. The rent review dates are on 10 September 2019, 10 September 2024 and
10 September 2029. The lease is not assignable without the consent of the landlord.
8.7

9.

A guarantee was entered into on 30 October 2014 by Brian Kennedy, Ian Blackhurst and
Darren Cornwall in favour of Weatherseal Home Improvements Limited pursuant to which
Brian, Ian and Darren have agreed to guarantee the repayment of the sum of £1,159,000 owed
by Weatherseal Holdings Limited (which is a company owned by Brian Kennedy and Ian
Blackhurst). The aggregate liability of each of Brian Kennedy, Ian Blackhurst and Darren
Cornwall in respect of this amount shall be proportioned as follows:
•

Brian George Kennedy – 60 per cent.;

•

Ian Peter Blackhurst – 30 per cent.;

•

Darren Cornwall – 10 per cent.

Placing agreement

A placing agreement dated 16 October 2014 between Grant Thornton, Zeus Capital, the Directors,
the Company, Brian Kennedy and Belinda Blackhurst, pursuant to which Zeus Capital has agreed to
use its reasonable endeavours to arrange for Placees to purchase 32,800,000 Placing Shares at the
Placing Price.
The agreement is conditional, inter alia, upon Admission taking place on or before 30 October 2014
or such later date as Zeus Capital and the Company may agree but in any event not later than
5 November 2014. The Company will pay to Grant Thornton a fee together with all costs and
expenses and VAT thereon where appropriate. The Selling Shareholders will pay to Zeus Capital a
commission of 4 per cent. on the aggregate value of the Placing Shares at the Placing Price, 1 per
cent. of which shall be payable entirely at the discretion of the Selling Shareholders, together with all
costs and expenses and VAT thereon where appropriate.
The agreement provides for the Company to pay all expenses of and incidental to the Placing and the
application for Admission, including the fees and costs of other professional advisers, all costs relating
to the Placing, including printing, advertising and distribution charges, the fees of the Registrars and
the fees payable to the London Stock Exchange.
The agreement contains certain limited warranties given by the Company and the Directors in favour
of Grant Thornton and Zeus Capital as to the accuracy of information contained in this Document.
The Directors, Brian Kennedy and Belinda Blackhurst have each agreed not to dispose of any interest
in their Ordinary Shares in the Company for the period expiring on the first anniversary of Admission
save in the event of certain exceptions, including but not limited to, an intervening court order, a
takeover offer relating to the Company’s share capital becoming or being declared to be
unconditional, or on death of the relevant individual.
For the six month period thereafter, the Directors, Brian Kennedy and Belinda Blackhurst have agreed
that they will only dispose of any interest in their Ordinary Shares through Zeus Capital (as broker).
Grant Thornton or Zeus Capital may terminate the placing agreement in specified circumstances prior
to Admission, principally in the event of a material breach of the placing agreement or of any of the
warranties contained in it or where any event of omission relating, to the Group is, or will be in the

99

opinion of Grant Thornton or Zeus Capital, materially prejudicial to the successful outcome of the
Placing, or where any change in national or international, financial, monetary, economic, political or
market conditions is, or will be in the opinion of Grant Thornton or Zeus Capital, materially
prejudicial to the successful outcome of the Placing.
The following table contains details of the Selling Shareholders and the Ordinary Shares to be sold
by them pursuant to the Placing:
Number of
Placing Shares

Position, office or material
relationship with the
Group during the past 3 years

Name

Business Address

Brian Kennedy

Bow Chambers,
8 Tib Lane,
Manchester, M2 4JB

19,680,000

Ian Blackhurst

Bow Chambers,
8 Tib Lane,
Manchester, M2 4JB

4,920,000

Director of the Company, HI Sales
Limited, JWD Installations Limited
and Window Care Limited

Darren Cornwall

Bow Chambers,
8 Tib Lane,
Manchester, M2 4JB

3,280,000

Director of the Company, HI Sales
Limited, JWD Installations Limited,
Window Care Limited, My Green
House Limited, Quotes Near Me
Limited and Job Worth Doing
Limited

Belinda Blackhurst

Bow Chambers,
8 Tib Lane,
Manchester, M2 4JB

4,920,000

Director of Job Worth
Doing Limited

10.

Former Director of the Company
and HI Sales Limited, Job Worth
Doing Limited and JWD
Installations Limited

Material contracts

The following contracts, not being contracts entered into in the ordinary course of business, have
been entered into by the Company and its subsidiaries during the two years preceding the date of this
Document and are, or may be, material:
(a)

on 10 September 2012, KBC Energy Limited acquired the entire issued share capital of The
Essex Solar Company Limited. The agreement was made between Keith Terence Spencer and
KBC Energy Limited, and the consideration was £10,000 which was paid on completion of the
transaction;

(b)

on 20 December 2012, KBC Energy Limited acquired the entire share capital of Energy
Hypermarket Limited. The agreement was made between Stephen Armstrong and Jason Essex,
KBC Energy Limited and Energy Hypermarket Limited. The consideration was £22,500 which
was paid on completion of the transaction. Short form warranties were given by the Sellers in
favour of KBC Energy Limited together with an indemnity in favour of Energy Hypermarket
Limited and KBC Energy Limited in respect of any liabilities relating to the unwritten contracts
entered into with Climate Energy Limited. There are no limitations in respect of time or
quantum.

(c)

on 18 April 2013, KBC Energy Limited acquired the entire issued share capital of Soltrac
Limited. The agreement was made between Nicholas Alistair Browne, Nicholas Radford, Robert
Patrick Synge and Arthur Hugh Millington Synge, KBC Energy Limited and Soltrac Limited. The
consideration was £5,000 which was paid on completion of the transaction. No warranties or
indemnities were given as part of this transaction;
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(d)

on 20 December 2013, Europlas Limited (Christies Bedrooms (UK) Limited) acquired the
business known as “Europlas” and its assets. The agreement was made between Specialist
Building Products Limited and Europlas Limited. The consideration was £1 together with the
assumption of liabilities. The agreement contained restrictions on future business activities on
Specialist Building Products Limited for a period of 12 months from the date of the agreement,
save in respect of any involvement in a competing business where the restriction is for two
years. The agreement also contained a royalty free licence for one year granted by Europlas
Limited to Specialist Building Products Limited to use the registered trademarks relating to the
retained business known as “Europlas Commercial” and Specialist Building Products Limited
indemnifies Europlas Limited in respect of any breach of such licence;

(e)

on 6 February 2014, Job Worth Doing Limited (“JWDL”) entered into a supply agreement with
British Gas Trading Limited (“British Gas”) with effect from 1 October 2013 for the supply of
self- generated measures to enable British Gas to comply with its obligations under the
Electricity and Gas (Energy Companies Obligation) Order “ECO Order”. This agreement was
varied with effect from 1 April 2014 pursuant to the terms of a variation agreement dated
25 March 2014.
Under the terms of this agreement, JWDL has a minimum volume of installations to complete
and is also subject to a monthly cap on installations. However, if the obligations under the ECO
Order change in the future or if completed installations cease to count towards the targets
imposed by British Gas (to achieve a reduction in the carbon emissions target, carbon savings
community target and home heating cost reduction target) then British Gas is entitled to cease
funding further installations and is entitled to claw back funding for any installations completed
since the date of the effective change of the ECO Order. In any event, British Gas is entitled to
terminate the agreement for convenience on 45 written days’ notice at any time. The agreement
will terminate of 31 March 2017.

(f)

a share exchange agreement dated 7 July 2014 between Brian Kennedy, Ian Blackhurst, Belinda
Blackhurst and Darren Cornwall and the Company whereby the Company agreed to purchase
the entire issued share capital of JWD Installations Limited, HI Sales Limited and KBC Energy
Limited in consideration for the issue of 10,020 ordinary shares of £0.01 each in the capital of
the Company, credited as fully paid;

(g)

the Company has entered into a revolving credit facility for committed funds of up to
£1,000,000 for a one year term with Barclays Bank plc. This facility will be on the standard
terms of the bank. The interest rate will be 2.25 per cent per annum and there will be a nonutilisation fee on undrawn funds of 1.125 per cent. The Company will pay an arrangement fee
to the bank of £7,500.
In addition, there will be a group overdraft facility under which the Company and each
Subsidiary may each be overdrawn by an amount of up to £2,000,000. However, the Company
and each Subsidiary must not, on a net basis (when taking into account all debit and credit
balances of the Company’s and each Subsidiary’s accounts) be in excess of £2,000,000.
The facilities will be secured by a cross guarantee and debenture from the Company and each
Subsidiary, which will be registered at Companies House. There will also be an unlimited CAS
(Composite Accounting System) guarantee in favour of the bank in respect of the overdraft.

(h)

a nominated adviser agreement dated 30 October 2014 between the Company and Grant
Thornton pursuant to which the Company has appointed Grant Thornton to act as nominated
adviser to the Company for the purposes of AIM for a period of 12 months commencing on the
date of the agreement. The Company has agreed to pay to Grant Thornton a fee of £40,000 per
annum (plus applicable VAT) payable quarterly together with expenses. The agreement is
terminable on 3 months’ notice after the initial term by the Company and by Grant Thornton;
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(i)

a broker agreement dated 30 October 2014 between the Company and Zeus Capital pursuant
to which the Company has appointed Zeus Capital to act as broker to the Company for the
purposes of AIM for an initial fixed term period of 12 months commencing on the date of the
agreement. The Company has agreed to pay Zeus Capital a fee of £40,000 per annum (plus
applicable VAT) payable in four equal instalments together with expenses. The agreement is
terminable on 3 months’ notice by any party after the end of the fixed term;

(j)

a warrant agreement dated 30 October 2014 between the Company and Zeus Capital pursuant
to which the Company has granted Zeus Capital a right to subscribe for up to 3 per cent. of the
issued share capital of the Company on Admission exercisable from the first anniversary of the
date of Admission at the Placing Price and which will expire ten years from the date of
Admission;

(k)

a Relationship Agreement dated 30 October 2014 between the Company, Brian Kennedy, Ian
Blackhurst, Belinda Blackhurst, Darren Cornwall, Grant Thornton and Zeus Capital to regulate
the relationship to manage the relationship between the Selling Shareholders to ensure that the
Company will at all times be capable of carrying on the business independently of the
significant shareholders. The Relationship Agreement provides, amongst other things, that all
transactions and arrangements between the Company and the significant shareholders and/or
their connected parties will be at arm’s length and on normal commercial terms and places
obligations on the parties not to act in a way which would prevent the Company from being
managed in accordance with the QCA Corporate Governance Code. The agreement also
provides the right for Brian Kennedy to nominate one person to be a director for so long as he,
either individually or with his connected persons is interested in shares in the capital of the
Company conferring more than 20 per cent. of the rights to vote at a general meeting of the
Company, should he exercise his right, the Board is entitled to appoint a further Non-executive
Director in order to ensure that the Board continues to be majority independent;

(l)

the Placing Agreement referred to in paragraph 9 above; and

(m)

the Supply Agreement referred to in paragraph 8.4 above.

11.

Taxation

The following comments are intended as a general guide to the position under current United
Kingdom tax legislation and what is understood to be the current practice of HM Revenue and
Customs in the United Kingdom, and may not apply to certain classes of people (such as dealers in
securities). Shareholders who are in any doubt about their tax position should consult their
professional adviser immediately.
(a)

UK Taxation

The comments of this section are intended as a general guide for UK resident Shareholders as to their
tax position under United Kingdom law and HMRC practice as at the date of this document. Such
law and practice (including, without limitation, rates of tax) is in principle subject to change at any
time. The comments apply to Shareholders who are resident and domiciled for tax purposes in the
UK who will hold Ordinary Shares as an investment and will be the absolute beneficial owners of
them.
Non-UK resident and non-UK domiciled shareholders should consult their own tax advisers.
The position of Shareholders who are officers or employees of the Company is not considered in this
paragraph 11, such Shareholders may be subject to an alternative tax regime and should therefore seek
tax advice specific to their individual circumstances. The position of UK resident but non-domiciled
individuals claiming the remittance basis of taxation is not considered in this paragraph 11.
The tax position of certain Shareholders who are subject to special rules, such as dealers in securities,
broker-dealers, insurance companies and collective investment schemes is not considered in this
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paragraph 11. Any shareholder who has any doubt as to his or her tax position or who is subject to tax
in a jurisdiction other than the United Kingdom should consult a professional adviser without delay.
(b)

Taxation of chargeable gains

For the purpose of UK tax on chargeable gains, the purchase of Ordinary Shares on a placing is
regarded as an acquisition of a new holding in the share capital of the Company. To the extent that a
Shareholder acquires Ordinary Shares allotted to him, the Ordinary Shares so acquired will, for the
purpose of tax on chargeable gains, be treated as acquired on the date of the purchase becoming
unconditional.
The amount paid for the Ordinary Shares will constitute the base cost of a Shareholder’s holding.
A disposal of all or any of the Ordinary Shares may, depending on the circumstances of the relevant
shareholder give rise to a liability to UK taxation on chargeable gains. Shareholders will normally be
subject to UK taxation of chargeable gains, unless such holders are neither resident nor, in the case
of individuals, are treated as satisfying the “residence condition” for taxation on chargeable gains to
apply.
Individuals
Where an individual Shareholder disposes of Ordinary Shares at a gain, capital gains tax will be
levied to the extent that the gain exceeds the annual exemption (£11,000 for 2014/15) and after
taking account of any capital losses available to the individual.
For individuals, capital gains tax will be charged at 18 per cent. where the individual’s taxable
income and gains are less than the upper limit of the income tax basic rate band (for 2014/15
£31,865). To the extent that any chargeable gains, or part of any chargeable gain, aggregated with
income arising in a tax year exceed the upper limit of the income tax basic rate band, capital gains
tax may be charged at 28 per cent.
For trustees and personal representatives of deceased persons, capital gains tax on gains in excess of
the current annual exempt amount (for 2014/15, £11,000 for personal representative of deceased
persons and trustees for disabled persons and £5,550 for other trustees) will be charged at a flat rate
of 28 per cent. (being the current rate at the date of this document).
Where a Shareholder disposes of the Ordinary Shares at a loss, the loss should be available to offset
against other current year gains or carried forward to offset against future gains. In certain
circumstances the loss may be available to offset against taxable income in the current year
(depending upon, inter alia, the circumstances of the Company and the Shareholder).
Companies
Where a Shareholder is within the charge to corporation tax, a disposal of Ordinary Shares may give
rise to a chargeable gain (or allowable loss) for the purposes of UK corporation tax, depending on the
circumstances and subject to any available exemption or relief. Corporation tax is charged on
chargeable gains at the rate applicable to that company. Indexation allowance may reduce the
amount of chargeable gain that is subject to corporation tax but may not create or increase any
allowable loss.
(c)

Taxation of dividends

Under current United Kingdom legislation, there is generally no tax required to be withheld from
dividend payments by the Company.

103

Individuals
Shareholders (other than a company) receiving a dividend from the Company also receive a notional
tax credit in respect of the dividend of an amount equal to one-ninth of the amount of the net
dividend (which is 10 per cent. of the sum of the dividend and the tax credit). The liability to UK
income tax is calculated on the gross dividend income (i.e. the net dividend received plus the
notional 10 per cent. tax credit).
Individual Shareholders whose income is within the basic rate tax band will be subject to dividend
income tax at the rate of 10 per cent., so that (after taking into account the notional 10 per cent.
credit) such Shareholders will have no further liability to income tax on that dividend income.
Individual Shareholders who are subject to the higher rate of income tax (broadly, where income
exceeds £31,865) will be subject to dividend income tax at 32.5 per cent. (the rate as at the date of
this document). After allowing for the 10 per cent. notional tax credit, a higher rate taxpayer suffers
an effective rate of 25 per cent. on the net dividend received.
Individual Shareholders who are subject to the additional rate of income tax (broadly, where income
exceeds £150,000) will be subject to dividend income tax at 37.5 per cent. After allowing for the 10
per cent. notional tax credit, an additional rate taxpayer suffers an effective rate of 30.6 per cent. on
the net dividend received.
Dividends payable to trustees and personal representatives of deceased persons will be subject to
dividend income tax at 37.5 per cent.
Shareholders who are not liable to income tax on the dividend income (or any part of it) may not
claim repayment of the tax credit (or any part of it).
Companies
Shareholders within the charge to UK corporation tax which are “small companies” (for the purposes
of UK taxation of dividends) will not generally expect to be subject to UK tax on dividends from the
Company. Other Shareholders within the charge to UK corporation tax will not be subject to UK tax
on dividends (including dividends from the Company) so long as the dividends fall within an exempt
class and certain conditions are met. In general, dividends paid on shares that are “ordinary share
capital” for UK tax purposes and are not redeemable, and dividends paid to a person holding less
than 10 per cent. of the issued share capital of the payer (or any class of that share capital) are
examples of dividends that fall within an exempt class. UK resident shareholders (including
authorised unit trusts and open ended investment companies) and pension funds are not entitled to
claim payment of the tax credit (or any part of it).
(d)

Stamp duty and Stamp Duty Reserve Tax (“SDRT”)

Neither stamp duty nor SDRT will ordinarily arise on the issue of new Ordinary Shares.
The Finance Act 2014 introduced provisions that exempt shares admitted to trading on AIM from
stamp duty and SDRT, applying with effect from 28 April 2014. As a result of the new provisions,
transfers of securities admitted to trading on certain recognised growth markets (presently including
AIM) are exempt from stamp duty and SDRT provided the securities are not “listed” on a recognised
stock exchange. As such, following Admission, subsequent transfers of Ordinary Shares for value
should also not give rise to either stamp duty or SDRT.
However for completeness, absent an exemption from stamp duty and SDRT, transfers of existing UK
shares (being shares of a company that is incorporated in the UK or which maintains its share register
here) will normally be subject to stamp duty or SDRT as described below.
Stamp duty at the rate of 0.5 per cent. (rounded up to the next multiple of £5, if necessary) of the
amount or value of the consideration given by the purchaser is generally payable on an instrument
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transferring UK shares. However, an exemption from stamp duty is available on an instrument
transferring UK shares where the amount or value of the consideration is £1,000 or less and it is
certified on the instrument that the transaction effected by the instrument does not form part of a
larger transaction, or series of transactions, in respect of which the aggregate amount or value of the
consideration exceeds £1,000.
An unconditional agreement to transfer UK shares will normally give rise to a charge to SDRT, at the
rate of 0.5 per cent. of the amount or value of the consideration payable by the purchasers for such
shares, but such liability will be cancelled, or any SDRT paid refunded, if the agreement is completed
by a duly stamped (or exempt) instrument of transfer within six years of the date of the agreement or,
if the agreement was conditional, the date on which the agreement became unconditional. Both
stamp duty and SDRT will normally be the liability of the purchaser or transferee of the UK shares.
Under the CREST system for paperless share transfers, no stamp duty or SDRT will arise on a transfer
of shares into the system, unless the transfer into CREST is itself for consideration in money or money’s
worth, in which case a liability to SDRT will arise, usually at the rate of 0.5 per cent. of the amount
or value of consideration given. Transfers of shares within CREST are generally liable to SDRT at the
rate of 0.5 per cent. of the amount or value of the consideration payable rather than stamp duty, and
SDRT on relevant transactions settled within the system or reported through it for regulatory purposes
will be collected and accounted for to HMRC. CREST is obliged to collect SDRT on relevant
transactions settled within the CREST system.
The above statements are intended to be a general guide to the current stamp duty and SDRT position.
Certain categories of person are not liable to stamp duty or SDRT and others may be liable at a higher
rate or may, although not primarily liable for the tax, be required to notify and account for it. Special
rules apply to agreements made by market intermediaries and to certain sale and repurchase and
stock borrowing arrangements. Agreements to transfer shares to charities will not give rise to a liability
to stamp duty or SDRT.
(e)

Inheritance Tax

Individual and trustee investors domiciled or deemed to be domiciled in any part of the UK may be
liable on occasions to inheritance tax (“IHT”) on the value of any Ordinary Shares held by them. IHT
may also apply to individual shareholders who are not domiciled in the UK although relief under a
double tax convention may apply to those in this position.
Under current law, the chief occasions on which IHT is charged are on the death of the Shareholder,
on any gifts made during the seven years prior to the death of the Shareholder, and on certain lifetime
transfers, including transfers to trusts or appointments out of trusts to beneficiaries, save in very
limited and exceptional circumstances.
However, a relief from IHT known as business property relief (“BPR”) may apply to Ordinary Shares
in trading companies once these have been held for two years. This relief applies notwithstanding that
the Company’s shares will be admitted to trading on AIM (although it does not apply to companies
whose shares are listed on the Official List). BPR operates by reducing the value of shares by 100 per
cent. for IHT purposes.
Any person who is in any doubt as to his tax position or who may be subject to tax in any other
jurisdiction should consult his professional adviser.
12.

Employees

As at 31 August 2014, being the latest practicable date prior to publication of this document, the
Group employed 365 employees. The number of people (full-time equivalents) employed in the
Group as at 31 October 2011, 31 October 2012, 31 October 2012 and 30 April 2014 were 195, 294,
419 and 372 respectively.
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13.

Squeeze Out and Sell Out Rules relating to the Ordinary Shares

Squeeze Out
Under the 2006 Act, if an offeror were to acquire 90 per cent. of the Ordinary Shares within four
months of making the offer, it could then compulsorily acquire the remaining 10 per cent. It would
do so by sending a notice to outstanding shareholders telling them that it will compulsorily acquire
their shares and then, six weeks later, it would execute a transfer of the outstanding shares in its favour
and pay the consideration to the Company, which would hold the consideration on trust for
outstanding shareholders. The consideration offered to the shareholders whose shares are
compulsorily acquired under the 2006 Act must, in general, be the same as the consideration that
was available under the takeover offer.
Sell Out
The 2006 Act also gives minority shareholders in the Company a right to be bought out in certain
circumstances by an offeror who has made a takeover offer. If a takeover offer related to all the
Ordinary Shares and at any time before the end of the period within which the offer could be
accepted the offeror held or had agreed to acquire not less than 90 per cent. of the Ordinary Shares,
any holder of shares to which the offer relates who has not accepted the offer can require the offeror
to acquire his shares. The offeror would be required to give any shareholder notice of his right to be
bought out within one month of that right arising. The offeror may impose a time limit on the rights
of minority shareholders to be bought out, but that period cannot end less than three months after the
end of the acceptance period. If a shareholder exercises its rights, the offeror is bound to acquire
those shares on the terms of the offer or on such other terms as may be agreed.
14.

Investments

There are no investments being made by the Company or to be made in the future in respect of which
firm commitments have been made.
15.

Environmental Issues

To the best of the Company’s knowledge, the Company is unaware of any environmental issues that
may affect the Company’s utilisation of its tangible fixed assets.
16.

Intellectual Property

There are no patents or other intellectual property rights, licences or particular contracts which are of
fundamental importance to the Group’s business, however, the Group does have some key trade mark
registrations for a number of the key brands including Job Worth Doing, Zenith, Penicuik and
Weatherseal.
17.

Working capital

In the opinion of the Directors, having made due and careful enquiry, the working capital available
to the Company and the Group is sufficient for its present requirements, that is for at least the next
twelve months from the date of Admission.
18.

Litigation

No member of the Group is or has been involved in any governmental, legal or arbitration
proceedings and the Company is not aware of any such proceedings pending or threatened by or
against the Group during the 12 months preceding the date of this document which may have or have
had in the recent past a significant effect on the financial position or profitability of the Group, except
as described below:
(a)

Following ongoing correspondence over a number of months between The Office of Fair
Trading (“OFT”), Weatherseal Home Improvements Limited (“WHIL”) and Window Care
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Limited (“WL”), on 16 August 2013 the OFT commenced a consultation process pursuant to
Part 8 of the Enterprise Act 2002 with WHIL, WL and certain respective offices of each of WHIL
and WL. This consultation process related to the sales practices of WHIL, particularly when
selling to customers in their home, and other support services provided to WHIL by WL.
The Group fully cooperated with the OFT during the course of this consultation process which
was finally concluded in January 2014 when both WHIL and WL voluntarily provided written
assurances to the OFT relating to sales agents training, sales practices, the provision and
delivery of information relating to the entry into credit agreements and compliance, customer
service and complaints handling, all of which are available on the public record. No further
action was taken by the OFT in this regard.
19.

No significant change

Save as disclosed in this document, there has been no significant change in the financial or trading
position of the Group since 30 April 2014, the date to which the last unaudited interim results of the
Group were prepared.
20.

General

(a)

Grant Thornton in its capacity as Nominated Adviser to the Company has given and has not
withdrawn its written consent to the inclusion in this document of its name in the form and
context in which it appears. Grant Thornton has no material interest in the Company.

(b)

Grant Thornton in its capacity as Reporting Accountants to the Company has given and not
withdrawn its written consent to the inclusion in this document of its accountant’s report on
historical financial information in Section A of Part III of this document, and its review report
on unaudited financial information in Section C of Part III of this document in the form and
context in which it appears.

(c)

Zeus Capital has given and has not withdrawn its consent to the issue of this document with
the inclusion of its name and references in it in the term of context in which they appear.

(d)

The total costs and expenses of and incidental to the Admission and Placing, are estimated to
amount to approximately £2.16 million (excluding VAT). This amount includes the
commissions referred to in paragraph 9 of this Part IV. The Selling Shareholders shall be
responsible for paying the broker commission. All other costs and expenses of the Placing and
Admission will be paid for by the Company.

(e)

Except for fees payable to the professional advisers whose names are set out on page 6 of this
document, payments to trade suppliers, and except as set out below, no person has received
any fees, securities in the Company or other benefit to a value of £10,000 or more, whether
directly or indirectly, from the Company within the 12 months preceding the application for
Admission, or has entered into any contractual arrangement to receive from the Company,
directly or indirectly, any such fees, securities or other benefit on or after Admission:
(i)

BDO UK LLP have advised the Group in respect of the conversion of the accounts for
the periods ended on 31 October 2011, 31 October 2012 and 31 October 2013 for
which it will receive fees of £40,000 plus applicable VAT.

(f)

The Group is not aware of any patents or other intellectual property rights, licences or
particular contracts on which it is dependent but wherever possible and necessary, the Group
will seek protection for intellectual property.

(g)

There are no arrangements under which any future dividends are waived or agreed to be
waived.
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(h)

The auditors of the Company are Beever and Struthers, who are a member of the Institute of
Chartered Accountants in England and Wales, who have audited the accounts of the
Subsidiaries for each of the three financial years ended on 31 October 2011, 31 October 2012
and 31 October 2013.

(i)

Where information has been sourced from a third party this information has been accurately
reproduced. So far as the Company and the Directors are aware and are able to ascertain from
information provided by that third party, no facts have been omitted which would render the
reproduced information inaccurate or misleading.

(j)

Other than the current application for Admission, the Ordinary Shares have not been admitted
to dealings on any recognised investment exchange nor has any application for such admission
been made nor are there intended to be any other arrangements for dealings in the Ordinary
Shares.

(k)

The Company’s registrar and paying agent for the payment of dividends is Capita Registrars
Limited of Ibex House, 42-47 Minories, London, EC3N 1DX.

21.

Availability of Admission Document

Copies of the admission document, which will contain full details about the Company and the
admission of its securities, will be available from the registered office of the Company and at the
offices of Grant Thornton UK LLP, 30 Finsbury Square, London EC2P 2YU during normal business
hours on any weekday (Saturdays and public holidays excepted) for a period of one month from the
date of admission.
Dated: 16 October 2014
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