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People are at
the heart of
our success.

Every January the Group holds the

MAVTAs (Marshall Achievement

Values and Teamwork Awards) at

King’s College, Cambridge. 

We recognise colleagues from

across the Group who have

demonstrated their commitment to

living our company values.



Organisational Structure

• Revenue up 43% to £2.26bn

• Operating loss before tax of £4.5m

• Loss provision of £26m against our largest and most complex engineering project

• Dividends to Ordinary and NVPO shareholders maintained at 4.0p and 6.0p per share respectively

• Increased NVPO share price

• Marshall Motor Holdings plc acquires Ridgeway for £109m

• Marshall Aerospace and Defence Group receives Queen’s Award for Enterprise: International Trade

• Completion of Section 106 agreement and subsequent grant of planning permission on Wing

• Marshall Aerospace and Defence Group celebrates 50 years supporting the Royal Air Force’s fleet

of Hercules C-130s 

• Sir Michael Marshall confirmed as President from 1st October 2016 and Alex Dorrian CBE

appointed as Chairman

2016 Headlines

Integrity     |     Customers     |     People     |     Innovation

Marshall Group 
Finance

Marshall Motor Holdings plc
Marshall Fleet Solutions

Martlet and Marquity

Military Aerospace
Civil Aerospace

Aviation Services
Land Systems

Advanced Composites
Aerostructures
Major Projects

Marshall Aerospace 
and Defence Group

Quorum
Wing and North Works

Land North of Cherry Hinton
Airfield and Airside Properties

Marshall Group 
Properties

The business is a service provider

to a range of customers in military

and commercial markets in the

air, land and sea domains.  

There are seven primary business

streams, supported by central

functional support departments

and Cambridge Airport.

The property business holds and

rents out both investment

properties and properties used in

the business of other Group

companies, sited in Cambridge.

The property business is also

progressing two major

development projects: Wing and

Land North of Cherry Hinton, as

well as farming its land.

As an operating entity within the

company, Marshall Group

Finance (MGF) aims to be profit

and cash generative, through the

active management of its assets

and investments.  Under the new

structure, MGF will control the

treasury functions for the Group.
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Chairman’s Statement

Alex Dorrian CBE

Chairman
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I was honoured to
be invited by the
Board to succeed
Sir Michael Marshall
as Chairman on 1st
October.  Marshall
is a very special
business, uniquely
placed with a broad
range of diverse but
complementary
business interests
and Sir Michael has
strengthened the
Company greatly
during his
remarkable career.
We all wish him well
in his new role as
President.

In my first report we have some significant

disappointments to highlight, but I am

pleased that we have also had some

substantial successes across the Group.

Our turnover is up 43% to £2.3bn;

however we are reporting a loss before

taxation of £9.8m driven by a significant

loss provision of £25.9m against our

largest and most complex engineering

project and combined losses of £13.4m in

two of our Aerospace and Defence

businesses.  These challenges have been

painful to address and we have taken

some difficult decisions to strengthen the

business for the future.  In particular, we

enhanced our core management in the

Aerospace & Defence business,

restructured the Group Board

substantially, and embarked on a

programme to simplify and focus our

portfolio of businesses starting with the

successful divestment of FlairJet.

The key achievements in the year include:

• The transformational acquisition in May

by Marshall Motor Holdings plc (MMH) of

the Ridgeway Group which has seen

MMH move up the rankings to be the

seventh largest dealer group in the

country.  This strategic acquisition by

MMH has enriched the portfolio and

extended its reach across the affluent

central southern counties of the UK.

• The formal award of outline planning

permission for our Wing development on

the land we own to the north of

Newmarket Road in Cambridge was

given in November 2016.   Our dynamic

property team are to be commended for

the speed with which they were able to

conclude the complex legal negotiations

on our planning obligations and financial

contributions to local infrastructure and

education, commonly referred to as

S106 obligations (S106 of the Town &

Country Planning Act 1990).  This will

deliver 1,300 new homes which are

much needed in the Cambridge area,

together with a primary school and other

community and business facilities.

• The award of a second Queen’s Award

for Marshall Aerospace and Defence

Group, this time for International Trade,

reflecting the progressive growth of our

overseas business activities over the last

three years.

• Marshall Aerospace and Defence

Group’s celebration of fifty years in

support of the Royal Air Force’s fleet of

Lockheed Martin Hercules C-130

aircraft.

We continue to develop and support our

people and I am pleased to report further

progress on key talent development

programmes, including the next phase of

our Leadership Development Programme

and the bolstering of the leadership of our

Human Resources team.

We have been delighted to welcome three

new directors to the Board.  In the

summer, Sean Cummins joined the

Company as Chief Financial Officer,

bringing a wealth of external experience.

In the autumn, we were joined by Philip

Yea, who is Chairman of Greene King plc

and a non-executive director of Vodafone

Group plc among other appointments, and

whose in-depth knowledge of private

equity and finance should stand us in

good stead.  Julie Baddeley joined us in

December and was appointed our Senior

Independent Director.  She is one of the

most experienced directors in the UK and

is Chairman of the recruitment consultants

Harvey Nash, as well as a non-executive

director on a number of other boards. 

We have seen strong growth in the value

of our NVPO shares, which are openly

traded, from 290p at the start of the year

to 365p at the end of the year.  Despite

having to deal with the challenges of

2016, our focus remains firmly on our

ambitious five year business plan as we

look to optimise and balance our three

core businesses in terms of earnings,

asset strength and risk.  In anticipation of

the trading performance in the current

year returning to levels achieved in 2015 I

am pleased to report that, subject to

shareholder approval, the Company will

be paying a final dividend of 3.0p per

Ordinary and NVPO share.  This will take

the total for the year to 4.0p per Ordinary

share and 6.0p per NVPO share, being

the same as last year, with no repeat of

the one-off special dividend paid to mark

the flotation of MMH.

I would like to finish by thanking everyone

at Marshall, as well as our customers and

partners, for their invaluable and ongoing

support as we strive to exceed our

customers’ expectations.

Alex Dorrian CBE
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After 56 years as a director, including 27 years as Chairman,

Sir Michael Marshall stood down from the Board on 1st

October 2016, taking up the new position of President, still

actively supporting and promoting the Company in local and

national arenas. Having joined the Company in 1955, he was

appointed a Director in 1960 before taking up the role of

Managing Director of the retail motor business in 1963 and

then Deputy Chairman of the Group in 1965, succeeding his

father in 1990 to become Chairman.

Sir Michael Marshall becomes President



7

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016



8

Group Strategic Report
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Robert Marshall
Group Chief Executive

The headline 
financial performance
reported here is
clearly not one that I
would have wished
for and with this
disappointment has
come the need to
address the root
causes.  When
viewed in the overall
context of our 5 year
strategic aim,
however, we can
demonstrate an
upward trajectory of
earnings and
continuation of value
creation over the
previous five years.

During the year we have addressed
three specific issues, which resulted
from decisions made more than three
years ago and which have each had a
profound negative impact on our overall
Group outturn in 2016. These are:

• A major failure of our project
processes on our most challenging
discrete engineering programme
resulting in a best estimate loss
provision of £26m.  As a result, we
have changed the project
management team and our approach
to project processes throughout the
company.  Successful on-time delivery
to our customers is critical to our core
values and we will continue our
programme of improvements
throughout the coming year.

• In 2013, we acquired Hawker
Beechcraft Ltd at Broughton. This
acquisition has not been successful
and necessitated a write down of
assets in 2015.  Subsequently, trading
conditions have deteriorated further
and we have suffered worsening
trading losses in 2016. The action
taken has been to downsize the
business, further strengthen the
management team, and to overhaul
completely MADG’s approach to
acquisitions (initiated in 2015 and
completed in 2016). Following an
unsuccessful sale process we will
announce a consultation process
about the closure of the operation.

• In recent years, under-investment in
the development of a strong pipeline of
potential contracts in Advanced
Composites meant that we started the
year with an inadequate level of order
coverage, which became more acute
as the year progressed.  Our direct
action was to integrate the unit within
our core operations in Cambridge.  
As a result, the order book increased
significantly over the latter part of the
year and our execution, as well as
delivery, has improved.

These three failures have pointed to
some challenges in the management of
Marshall Aerospace and Defence
Group, which have been addressed,
and also in the way Group manages,
monitors and influences practices in its
wholly owned subsidiaries.  

I have therefore instigated a more
structured interaction with the
management of these companies.

Set against these challenges, however,
there were many key positive
achievements made this year:

• Marshall Group Properties has
secured planning consent for our
1,300 home Wing development in
Cambridge, within the timescales
articulated in last year’s report.  We
are now in negotiation with a
development partner and expect to
commence development in 2019 and
selling properties in 2020.  This is a
major value-adding opportunity which
we intend repeating and have started
to work to gain planning permission
over the next two years on some of
our land north of Cherry Hinton for a
further 700 houses.

• As a precursor to the initiation of
housing development, significant
progress has been achieved on the
planning application for a new engine
running enclosure, master planning for
the South Works and proposals for the
relocation of the North Works.

• Our Marshall Group Finance
business has had a good year overall.
I would highlight:

• Marshall Motor Holdings plc (MMH), in
which we hold a 65% share, has had
an excellent year, adding a further
£1bn to its annual sales turnover
through the very successful
acquisition of Ridgeway, a dealer
group based in the central south of
England.  They acquired this company
without recourse to raising additional
shareholder capital but instead used
the bank facilities which had become
available following flotation of the
business on AIM in 2015.  During the
year, MMH has also continued to
upgrade its property portfolio in
accordance with the manufacturers’
standards across many of its sites,
especially for Jaguar Land Rover and
Audi, and they are now a third of the
way through this £75m upgrade
programme.  With only 7 months’
benefit from Ridgeway in the year, 
the operating profit for MMH plc is 
up 57.6%.



Marshall of Cambridge - Growth Strategy

• Consistent improvement in year on year performance
of the Group is a primary driver

• We will match our risk profile against the need for
consistent improvement

• We will always be focused on cash management and
will ensure we have sufficient reserves in place in the
event of unforeseen risk materialisation

• We will remain steadfast to our Values in all circumstances,
whatever the short term cost

• We will routinely provide our customers with on-time, on-
cost solutions with quality that exceeds their expectations,
through developing a unique understanding of their needs

• We will invest in our people to ensure that Marshall has a
reputation, and is living up to that reputation, as a Great
Place to Work
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• Ambition to grow the Profit Before Tax of the business beyond £60m by 2021

• Which, if achieved, will build the value of each of the 3 legs to over £200m in that time, 

thereby balancing the Risk and Assets of the Group

• Build the skill base and management strength to take the Company beyond this ambition

Realise domestic growth
opportunities arising from 2015

Strategic Defence and 
Security Review

Expand international reach in
alliance with our strategic partners

Simplify and balance the 
portfolio of activities through a
combination of disposals and

success-based expansion

Increase margin to benchmark
levels via cost efficiency, people
development and organisational

design

Grow underlying asset value

Increase value of portfolio whilst
simultaneously developing and

disposing of outlying and 
unused land

Develop land projects in partnership
with experienced and trusted

development partners

Achieve satisfactory returns while
ensuring that the quality of

design and build adds value to
the portfolio as a whole

Maximise value of unsold land and
our overall property legacy

Manage property portfolio, including
assets occupied by Group

companies, to ensure that all of our
workspaces and environments are

fit for our state of the art
engineering and retail activities

Continue to support Marshall Motor
Holdings plc so that it can fulfil its

strategic aim to be the UK’s premier
automotive retail and leasing group

Build on Martlet seed equity
portfolio of predominantly
Cambridge originated high

technology Companies

Develop our MarQuity venture
capital company into a highly

profitable self-sustaining
investment company feeding 

from the Martlet portfolio

Help Marshall Fleet Solutions with
its aim to achieve benchmark
returns on capital through the

provision of premium sales, service
and parts support for the UK

distribution industry

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016

Marshall Group 
Finance

Marshall Aerospace 
and Defence Group

Marshall Group 
Properties

• The strategy and actions of each business will be
additive to each of the others

• The strategy and values of each business will be
consistent with the Company’s

• Where either of the above cannot be demonstrated
by a business, that business will be subject to
rectification or disposal

Change
the Gear, 
Hold the
Values

Our evolving
strategy derives
from and is
closely linked to
the “Change the
Gear, Hold the
Values” strategy
which we have
followed over the
last five years.
The strategy
comprises three
key elements:

One 
Company

Consistency in
Performance

Pride in our
Values and
making them
work
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Group Strategic Report

Group Chief Executive’s Statement

We readily recognise the power of
our people to drive the Marshall
Group forward. Everybody in the
Group contributes, in various ways,
to the products and services we
supply. We value each individual’s
contribution, encouraging everyone
to reach their full potential.

• Our Martlet and Marquity investment
portfolio has grown to 32 companies. We
have benefitted from the successful exit
of two investments, realising £0.6m cash
from our £0.2m investment, with
additional receipts possible in the future.
The growth of our portfolio of
investments in, primarily, Cambridge-
based technology companies, is a year
ahead of our 5 year plan to build a 
self-sustaining portfolio with net cash
generation whilst annually increasing the
asset value.

• Marshall Fleet Solutions, however, had a
difficult 2016.  The downgrade in the
value of Sterling following the EU
Referendum had an adverse effect on
refrigeration unit sales volumes and
margins.  This, along with the associated
impact on productivity of installation
engineers, resulted in a trading loss for
the year.  A series of initiatives have
been implemented to resolve these
issues, meaning that an improved result
is expected for 2017.

• In Marshall Aerospace and Defence
Group (MADG), there were a number of
standout results:  our C-130 business
has been exceptionally busy and
delivered a great result, building on our
continued focus on our customers’
requirements and our relationship with
Lockheed Martin. With respect to the
latter, on 19th December 2016 we
celebrated the 50th anniversary of the
first delivery of the Lockheed Martin 
C-130 to the UK Royal Air Force.

• Additionally, our Land Systems business
continued to flourish and outperformed
expectations, as did Aeropeople and our
Aerostructures operation, which
predominantly provides long-range fuel
tanks for the Boeing P8 Poseidon
maritime patrol aircraft.

• Progress in these businesses is ahead of
the 5-year business plan which has been
reviewed and updated in 2016.

Our strategy is well articulated on the
previous page but I would like to make
special reference to the work we have
been doing in MADG to build on the
opportunities afforded to us by the
quinquennial Strategic Defence and
Security Review (SDSR) published at the
end of 2015.  

The review confirmed the extension of
the out-of-service date of the RAF 
C-130J fleet from 2022 to 2035 for 14 of
the 24 aircraft, with the remainder of the

fleet still intended to retire by 2020 via a
phased approach.

Our partnerships with the UK and other
defence ministries, coupled with those with
Lockheed Martin and the Boeing Aircraft
Company, have been strengthened during
the year and we look forward to
supporting all of them fully in the year
ahead, including Boeing for the UK’s
procurement of P8 maritime patrol aircraft.

Our people agenda remains an extremely
important part of our strategy and there
was progress in our annual employee
engagement survey across most parts of
the business in the year.  Our flagship
Leadership Development Programme
(LDP) continues with the launch of LDP3
which follows on from the very successful
LDP1 and LDP2 programmes which we
have been running over the last 5 years.

A couple of years ago, we signalled that
the Group would require investment
capital to fulfil our strategic aspirations 
and to invest in upgrading our
infrastructure and buildings at Cambridge
to make it fit for the 21st century, in
addition to our £20m runway and taxiway
upgrades in 2015.  On the airport, we
need to invest in building a modern engine
running bay and to upgrade some of our
electronic navigational aids.  As planned,
the Group moved from the position of
being a net holder of cash to being
moderately indebted during 2016, with
both the Core Group (Marshall of
Cambridge (Holdings) Ltd, excluding
MMH) and MMH securing financial
facilities with a consortium of banks.  

Looking ahead to 2017, the executive
team is committed to building on the
underlying profitability of the Group across
all sectors and to demonstrate clearly that
we are still on track to deliver against our
very ambitious 5-year strategic aims
through continuous development of our
people and constant vigilance on
satisfying our customers’ needs.

Finally, I would just like to add my personal
thanks to my father, Sir Michael Marshall,
for all that he has done for the Group
during his 56 years as a director, including
27 as Chairman.  He has handed the
business over with far stronger prospects
than it had when he took full responsibility
in 1990 and we intend to continue to build
upon his great achievements.

Robert Marshall
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Putting our
customers
above all else.
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Financial Performance
During 2016, specific challenges in

certain market sectors have resulted

in an operating loss of £27.3m for 

the year.

The overall loss was driven by one-off

losses in respect of a key aircraft

modification programme of £25.9m;

continuing difficult trading conditions in

our Aviation Services division, which

reported a loss of £9.3m (2015 - loss

of £9.9m) for the year; and operating

losses in our Advanced Composites

business (£4.1m) linked primarily to

delayed order capture on key marine

and missile programmes which have

since been secured, which bodes well

for a strong improvement in 2017. In

addition, whilst we made significant

progress in securing work with a

number of key customers in our Civil

Aerospace aircraft business, growing

revenues to £5.8m (2015 - £1.5m),

activity levels were beneath target

overall and resulted in an under-

recovery of costs within the division.

Our Military Aerospace business,

however, continued to perform

strongly, delivering operating profits

which exceeded target by 16.8% as a

result of increased workloads in

support of our international C-130

customers, whilst our Aerostructures

business delivered significant profit

growth when compared with 2015, due

to a number of operating efficiencies

and foreign exchange gains following

the weakening of Sterling against the

US Dollar. Our Land Systems division,

despite the impact of delays in certain

key orders planned for the year,

delivered an operating profit 4.1%

ahead of its target, representing a

return on sales of 8.9%.

As a result of our operating losses,

net assets within MADG reduced to

£38.1m (2015 - £67.3m), but a strong

focus on improving working capital

disciplines across our businesses

helped to reduce the impact on our

cash reserves. We remain, therefore,

well placed to support future

investment and capitalise on growth

opportunities in 2017 and beyond.

Business Environment
Defence budgets in the United States,

United Kingdom, Netherlands, France,

the Middle East, and other nations are

increasing at a time when national

security threats are being heightened.

Consequently, gentle growth in

defence expenditure is expected to

return in 2017 as governments across

the world equip their armed forces

with modern defence platforms and

next-generation technologies,

including cyber, intelligence gathering

and defence electronics.  In the UK,

the Strategic Defence and Security

Review (SDSR) completed in

November 2015 has presented the

company with a number of

opportunities and we are now working

to capture some of these and grow

our Military Aerospace business.  Our

Land Systems business has also

experienced a good year and awaits

the outcome of a number of significant

bids to continue this growth through

2017 and beyond. Following

significant investment in equipment

processes and facilities, our Advanced

Composites business has won

significant new orders in late 2016 

and expects to build on this in the

current year.

In parallel, the commercial aerospace

subsector is expected to continue its

decade-long trend of above-average

growth rates, driven by growth in

passenger travel demand and an

accelerated equipment replacement

cycle. The continued growth in global

air passenger traffic means that the

outlook in the civil aerospace market

remains, in the medium term, positive.

Strong annual increases in global

revenue passenger kilometres are

leading to an unprecedented level of

aircraft production rates, which in

2015 were about twice the levels

experienced 10 years ago, with

government sources citing that the UK

industry has “strong foundations” to

grow.  We continue to provide support

to this market via our Aerostructures,

Aeropeople and Civil Aerospace

businesses and, following the

commissioning of a new aircraft paint

facility, we are seeing an increasing

number of narrow and wide-body civil

aircraft in Hangar 17.

Excluding the HIOS contract, our

order intake for 2016 was £171m,

representing a book to bill ratio of 1.12

(2015 - 1.12), and the pipeline

remains strong.  Notwithstanding this,

we have continuously improved order

intake every year for the last five

years, and we commence 2017 with

the highest revenue order cover for

many years across all the business

units. As such, whilst our financial

performance in 2016 has failed to

meet expectations, we have

generated long-term value for the

business via the strengthening of our

order book and further developing our

operational capabilities in support of

our ambitious growth plans.
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Maintaining
competitive
edge through
innovation
and creativity.
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During the course of 2016 we have

made good progress simplifying our

business, by successfully completing

the sale of our Flairjet business and

also implementing a series of

restructuring actions elsewhere within

our Aviation Services division. We

continue to seek ways to reduce our

exposure to the challenging and

difficult market conditions in the

business aviation sector.

We have continued to build on the

positive opportunities presented in the

2015 SDSR and have successfully

progressed and strengthened our

strategic relationships with key 

OEM partners such as Lockheed

Martin, Boeing Defence, Airbus 

and Bombardier on a number 

of programmes.

Internally, we have launched and

successfully embedded our “Safety

Matters” programme, which is

designed to create and sustain a best

in class safety culture which protects

our employees and customers to the

highest possible standards. As a

result, we have already seen a

significant 12% reduction in safety

incidents in 2016. 

We have continued to invest in

strengthening our management teams

and processes across the business,

particularly in our operations and

engineering functions, as part of our

commitment to delivering operational

excellence. In the fourth quarter of

2016 we launched a dedicated

internal programme, with the support

of PA Consulting, to challenge and

reduce our operating cost base,

introducing a cost-efficient culture

within our support functions.

In terms of investing in our capability,

despite the disappointing financial

results in the year, we continued to

commit significant investment in

developing our key businesses,

completing the renovation of our

dedicated composite manufacturing

facilities in Kirkbymoorside, Yorkshire,

and making significant progress in

terms of the implementation of a new

product lifecycle management system

to support our aviation businesses.

Strategy
The key objectives underpinning our strategy are set out within the diagram below:

Group Strategic Report

Marshall Aerospace and Defence Group (MADG)
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Upholding
the highest
standards of
integrity and
fairness.
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Strategy and Objectives
The core property strategy is to

create long-term value for the

shareholders within the overall Group

strategic framework through:

• Protecting and leveraging our land

and property assets to maximise

total return

• Managing and investing in the

existing property portfolio

• Ensuring the successful

development of Wing and Land

North of Cherry Hinton

• Strategically acquiring and

consolidating land and property

which would complement the

existing portfolio

• Supporting our fellow subsidiaries

in the achievement of their

strategies

• Acting as a fair and equitable

property company for both internal

and external tenants

Business Environment
The property business holds and

rents out both investment properties

and properties used in, or important

to, the business of other group

companies sited within Cambridge,

as well as carrying out farming and

related agricultural activities on its

land. It has an increasingly proactive

property development role,

particularly within the Cambridge

residential market which has a high

demand for new private and

affordable housing.  

Position
The business is currently progressing

two major development projects in

Cambridge:

• The Wing development – a

proposed development of up to

1,300 homes, replacement car

showrooms, a commercial hub,

primary school and open space for

the community to enjoy. A key driver

for this project has been to create

an impetus for investment in

modern facilities for the Group

businesses currently located on

North Works.

• Land North of Cherry Hinton – in

partnership with the adjoining

landowner, work is underway to

prepare a planning application for

the development of around 1,200

homes, a primary school,

secondary school, local centre and

spine road which will provide a

relief road for Cherry Hinton.  The

scheme will deliver around 700

homes on Marshall-owned land.

In addition, we are developing a full

estate master plan, working closely

with MADG as our largest tenant. 

Pictured: Land North of  Cherry Hinton with Cambridge Airport in background



Pictured: WING - Artists impression
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Performance
Following Cambridge’s Joint

Development Control Committee’s

resolution to grant planning

permission for the Wing development

in April 2016, we have been in

detailed negotiations in respect of the

legal agreements that underpin the

permission, ensuring the terms of the

permission are viable and workable.

This led to the formal grant of

permission in November 2016.

In parallel with securing the planning

permission, we have been working

with a team of professional advisors

to commence the process of

identifying a developer joint venture

partner for phase one.  We have

decided upon a joint venture route to

ensure we have the right balance of

risk and reward. The process is well

advanced, having shortlisted the

parties based on their proposals.

Our objective is to formalise

contractual arrangements with the

preferred partner during the first half

of 2017, with a view to

commencement on-site during 2018.

A key enabling project of Wing is the

relocation of the aircraft ground

running activity from the current site.

A preferred location has been

identified for the construction of a

purpose built Aircraft Ground Run

Enclosure adjacent to Hangar 17

apron/Delta taxiway, and a planning

application was submitted to the

Local Authorities in December 2016,

with an expectation of a decision by

the summer of 2017.  The new

facility will enable the relocation of

ground running activities from the

existing location adjacent to

Newmarket Road and will reduce

noise levels for the majority of the

Airport’s neighbours.  Construction is

planned to commence in the latter

part of 2017. 

We are also progressing the outline

planning application for around 1,200

homes, with associated primary and

secondary schools and other

community facilities, to the North of

Cherry Hinton.  The scheme will

deliver around 700 homes on

Marshall-owned land and the

development will also safeguard the

potential for around a further 600

additional homes on Marshall-owned

land which may be brought forward

as a further planning application in

due course, most likely following the

planned review of the Local Plans in

2018/19.

There was a conscious decision

within the year not to re-let the

vacated suites at the Quorum office

complex, the Group’s principal

investment property.  Whilst the

Cambridge market for office space

remains highly competitive and

buoyant, a strategic decision was

taken to use the space as a means

to assist in the delivery of Wing-

enabling projects by allowing

activities previously situated on the

North Works to be relocated to the

Quorum in the fullness of time.

The business has also been

supportive of the planning application

to site a new Ice Rink within the

boundary of Greenhouse Farm.  This

facility is seen as complementary to

the Wing development and, following

the grant of permission for Wing,

lease arrangements are being

formalised with the operator.  In

addition we have leased land to BP

on Newmarket Road, who opened its

new petrol filling station in December

2016.

Group Strategic Report
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The first year of reporting for the

Group Finance division has seen

transformational change in Marshall

Motor Holdings plc (MMH), and

impressive growth in the investment

portfolio. The results, however, were

held back by poor volume and

margins in Marshall Fleet Solutions

(MFS), our transport refrigeration

business.

Marshall Group Finance’s (MGF)

objective is to deliver an attractive

return from the diverse range of

assets under its management, which

totalled £78m at the end of 2016.  A

significant proportion of total assets

under management relate to MMH,

whose results and performance are

considered on the following pages. 

Investment Portfolio
The Group’s corporate venture

capital operation achieved results

ahead of expectations during the

year and saw the MarQuity portfolio

of investments become the driving

force of the investment strategy.  

The Martlet fund invests in early

stage companies, usually with a

technology bias, under a clear

investment strategy.  The book value

of the fund at the end of the year

was £1.3m (2015 - £1.4m).  The fair

value, based on latest investment

rounds, is estimated to be £2.5m

(2015 - £1.8m). 

Thirteen investments were made

during 2016 with a total value of

£0.5m, adding seven new companies

to the Martlet portfolio.  Provisions of

£0.4m (2015 - £0.4m) were taken

where later investment rounds are

completed at a lower price. 

During the year, two of our Martlet

portfolio companies were sold

realising cash receipts of £0.6m and

achieving an internal rate of return in

excess of 40%.  As a result gains of

£0.3m have been recognised in the

year (2015 - £nil).

The MarQuity fund sources its

opportunities from the Martlet fund.

As larger follow-on investments are

made, MGF expects access to the

investee company’s board and

enhanced information rights.  The

book value of the fund at the end of

the year was £1.9m (2015 - £1.0m).

The fair value, based on latest

investment rounds, is estimated to

be £2.8m (2015 - £1.3m).  

Four investments totalling £0.9m

were made during the year into the

companies in the MarQuity portfolio:

Vantage Power (manufactures

complete hybrid powertrains for bus

OEMs – pictured); Arachnys (a

unique combination of automation

and analyst cognitive enhancement

to help businesses overcome their

due diligence challenges); Undo

Software (improved program

execution technology) and Plumis

(innovative sprinkler alternative that

uses a fine mist to suppress fires).

MGF also holds listed investments in

two companies quoted on AIM

(Abcam plc and Frontier

Developments plc).  During the year

the value of these investments grew

by £0.3m (2015 - £0.6m) to £2.5m.

These investments will be realised

during 2017 for re-investment into

other funds.

Marshall Fleet Solutions
MFS experienced a challenging trading

year, despite growing revenues by

17% to £46.8m. The uncertainty

generated by the EU Referendum

result and the resultant fall in the value

of Sterling, meant that margins on the

sale of refrigeration units were £1.4m

lower than the previous year.  MFS,

therefore, reported an operating loss

before tax of £1.5m for 2016 (2015 -

profit £0.5m).

MFS was awarded the contract to

maintain Tesco’s home delivery fleet

of 2,000 vehicles based in the South

East of England late in 2015. 

A number of difficulties were

experienced in the early stages of the

operation, but as 2017 began these

had been resolved meaning that a

positive contribution is expected in the

future.

MFS has responded well to the

change in the economic situation,

working with Thermo King Europe, its

main OEM partner, to implement

improved sales processes that are

already achieving more acceptable

margins and reductions in working

capital.  Similarly, changes to working

practices in unit installation and after

sales maintenance are improving

engineers’ productive efficiency.

MGF continues to work with the

management team at MFS to deliver

expected returns from the value of

assets employed.



Maintaining
competitive
edge through
innovation
and creativity.

Integrity     |     Customers     |     People     |     Innovation



22

People are at the
heart of  our success

Marshall Motor Holdings plc
This subsidiary was 100% owned until

its listing on the AIM market of the

London Stock Exchange in April 2015.

At 31st December 2016, Group

ownership was just under 65%.

Marshall Motor Holdings plc (MMH)

operates with its own board and

publishes its own annual report, which is

available from www.mmhplc.com.

MMH’s accounts are published under

IFRS but for Group purposes these have

been converted into FRS 102 and

consolidated with the rest of the Group

to produce the overall Group results.

Financial Performance
MMH delivered another record trading

performance in 2016 driven in large part

by two successful acquisitions but also

strong organic growth as measured by

like-for-like* comparisons which is

standard in the retail sector.  Revenue of

£1,899m was ahead of last year by

54.1% with the business also enjoying

strong like-for-like revenue growth of

10.7%.

The business recorded new vehicle

revenue growth of 54.2% (13.1% like-

for-like) and used vehicle revenue

growth of 56.4% (8.3% like-for-like).  As

a result of its positive sales performance

in recent years, and an increasing UK

vehicle parc, MMH has continued to

enjoy growth in aftersales and revenue

grew by 58.4% (5.7% like-for-like).

Operating profit of £27.1m (2015 -

£17.2m) was 57.6% ahead of the

comparable period last year.  Gross

margin at 11.6% is 19 basis points below

last year (2015 – 11.8%).  The business

experienced underlying margin pressure

on both new and used vehicles, which

was partly offset by further margin

improvement in aftersales.

Despite tough market conditions in the

second half of the year, overall the retail

business delivered profit growth of 45%,

whilst the leasing segment continued to

perform strongly throughout the year

with PBT of £4.9m (2015 - £4.9m). At

31st December, 2016, the leasing fleet

was 6,192 vehicles (31st December,

2015 - 6,029), an increase of 2.7%.

Business Environment
UK new car registrations of 2.69m in

2016 were 2.3% ahead of 2015

(including dealer and self-registrations).

Registrations to retail customers were

down 0.2% in 2016, while fleet/business

sales grew by 4.3%. Against this market

back drop, MMH’s new car sales

performance showed overall new unit

sales increasing by 39.3%, benefitting

from the Ridgeway acquisition and full

year contribution from SGS. Like-for-like

growth in new vehicle unit sales

outperformed the wider market, up 5.5%.

Following the UK referendum on EU

membership in June 2016, the overall

UK economy has entered a period of

economic uncertainty. This was reflected

in a slowing of growth of new car

registrations in the second half of 2016,

increasing by 1.2% (H1: 3.2%). Despite

this, MMH performance in the second

half of the year improved, with like-for-

like new car sales up 8.0% versus the

comparable period in 2015.

Following five consecutive years of

growth, the latest forecast from the

Society of Motor Manufacturers and

Traders (“SMMT”) for 2017 is for 2.56m

UK new car registrations. Whilst this

would be a decline of 5.0% compared

with 2016, it would still represent a

historically strong market; the third

highest in history. The strategic

acquisition of Ridgeway extended

MMH’s footprint into new and attractive

geographical territories and greatly

increased the business’ scale with key

brand partners. The acquisition added

30 franchises and moved the Group

from 10th to 7th largest dealer group in

the UK.

Following the strategic acquisition of

Ridgeway, the retail business now

consists of 103 franchises, representing

24 brand partners, trading from 89 sites

in 25 counties. In addition, MMH

operates five trade parts specialists, four

used car centres, five standalone body

shops and one PDI centre. The business

operates a balanced portfolio of volume,

prestige and alternate premium brands,

including all of the top 5 premium

brands. This diverse portfolio means it

represents manufacturer brands

accounting for around 83.5% of all new

vehicle sales in the UK. This increased

scale and diversified spread of

representation helps mitigate the effect

of the cyclical nature of individual brand

performance.
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* like-for-like businesses are defined as
those which traded under the Group’s
ownership throughout both the entire year
under review and the corresponding
comparative year
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Strategy
MMH’s strategic vision is to become

the UK’s premier automotive and

leasing group.  The five strategic pillars

which underpin that vision are: class

leading returns; putting customers first;

delivering retailing excellence for the

benefit of customers; being people

centric by focusing on employee

engagement; and pursuing strategic

growth both organically and through

targeted acquisitions in line with the

Group’s strategy.

Customer first
MMH continues to enjoy high levels of

customer advocacy. In 2016 43.4% of

41,928 customers surveyed indicated

that they were either previous

customers or MMH had been

recommended to them. The new MMH

website was launched in April 2016

and provides additional content and

functionality to support the customer

journey. The new website is fully

optimised for mobile and tablet

browsers, reflecting the clear move by

consumers from desktop to mobile and

tablet devices. The Group also

acquired the domain name,

“marshall.co.uk” which has now

replaced the “marshallweb.co.uk” URL.

Retailing excellence
New technology is being used to drive

efficiencies and to improve the

customer journey.  During the second

half of the year the implementation of a

tablet based enquiry management

system was extended to the newly

acquired businesses. The second

iteration of the group’s bespoke

management information (‘MI’) system,

Phoenix 2, was implemented and rolled

out in the acquired businesses in the

latter part of the year. Finally, MMH

continues to embrace social media as

a means of connecting with its

customers. Marshall is the most

influential dealer group in the UK on

Twitter with over 32,000 followers

across our various Twitter accounts. It

also has over 60,000 likes on

Facebook, 1.3m YouTube views and

30,000 likes on Instagram. The Group

received recognition for its focus on

social media and digital initiatives by

winning accolades at the Automotive

Management awards in February 2017.

People centric
Once again, in recognition of the

continued focus on all aspects of

colleague engagement, MMH was

delighted to be recognised by The

Great Place to Work Institute, being

ranked 19th in 2016. This was the

seventh year running it had been

classified as a Great Place to Work

and the second year it was ranked in

the top 30, amongst the best

companies in the UK including

Volkswagen Financial Services, Cisco

UK, Hyatt and Hilton Hotels.

Strategic growth
The strategy to grow scale with

existing brand partners in new

geographical territories has been

particularly well demonstrated by the

acquisitions of both SGS and

Ridgeway. In both cases the

businesses operated in territories

complementary to the existing

operations and with attractive brands

MMH already represented. These

acquisitions were made with the full

support of brand partners and MMH

will continue to work in partnership

with all of its brand partners to execute

the growth strategy moving forward.

Investment in new 
retail locations
In addition to the Ridgeway acquisition,

the Group continued its significant

investment in new retail locations with

three key site openings in the year:

• In October 2016, MMH completed

and opened a new Jaguar Land

Rover dealership in South Oxford.

This relocation brought together the

existing Land Rover and Jaguar

businesses which were previously on

separate sites in Oxford, in the

Jaguar Land Rover “Arch” concept. 

• In November 2016, the relocation of

Halesworth Land Rover and Ipswich

Jaguar to a new purpose built Jaguar

Land Rover site in Ipswich was

completed as part of a strategic

market area reorganisation. The

Halesworth site will remain open as

an authorised repair centre.

• In December 2016, the rebuild of

Cambridge Jaguar Land Rover was

completed. The existing site has

been fully redeveloped to meet the

Jaguar Land Rover “Arch” concept

requirements. 

Development of the new Exeter Audi

retail centre, which will be located in

Marsh Barton, one of Europe’s largest

motor retail parks, is progressing well

and is expected to open in Q4 2017.

Construction of a new Jaguar Land

Rover dealership in Newbury also

began in the second half of the year.

There has been encouraging initial

customer feedback for all these new

developments and, following the initial

transition, each one is expected to

generate additional revenue and

profitability over the medium to longer

term.
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Managing Our Risks
Taking risk is an inevitable aspect of

the businesses we operate within and

therefore risk management is a

fundamental part of achieving our

strategy. Risk is present in everything

we do and it is therefore our policy to

identify, assess and manage the key

areas of risk on a proactive basis. We

seek to embed risk management into

the culture of the Group without

introducing unnecessary bureaucracy.

We empower and give ownership of

the identification and management of

risk to all of our operating companies.

All of our principal risks are mapped

against the three key elements of the

Group strategy:

• One Company

• Consistency in Performance

• Pride in our Values and making 

them work

Risk Appetite
Risk appetite is the level of risk the

Group chooses to accept in pursuit of

its strategic objectives. The Group’s

lowest risk appetite relates to safety

and compliance objectives, and its

reputational exposure, with a higher

risk appetite towards its strategic and

operations objectives. The Board

formally reviews the Group’s risk

appetite statement annually. 

Risk Framework
The Group has an established

framework, structure and process for

the management of its key risks, and

the responsibility for risk identification,

assessment, mitigation and reporting

lies with the management of each of

its businesses. Each business, and

the Group overall, has its own risk

register where risks and their relative

likelihood and impact scores are

reviewed and re-scored every quarter.

Regular review, monitoring and

reporting by the businesses enables

the Board to ensure its risk appetite

remains appropriate and that the

businesses are consistent with it.

The Group takes a proactive

approach to risk management, with

the expectation that by identifying

risks early, the likelihood and impact

of those risks might be reduced or

removed before they transpire, and

appropriate plans can be put in place

to deal with them effectively if they

materialise.  

Providing a safe working environment

for employees, customers, suppliers

and visitors is of paramount

importance to the Group, as is

ensuring the Group operates in a

sustainable manner, in minimising its

impact on the environment and its

neighbours. The operating companies

continue to maintain an appropriate

governance structure for managing

the complex regulatory landscape

surrounding health, safety and the

environment. 

As with any system of internal control,

risk management policies and

processes are designed to manage,

not eliminate, the risk of failure to

achieve business objectives, and can

only provide reasonable, not absolute,

assurance against material

misstatement or loss.

Marshall of Cambridge (Holdings) Ltd
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Principal Risks and Uncertainties
The Group’s principal risks, which have been identified by our businesses and reviewed by the Board, are set out below:

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016

Cyber 
security 
incident

Constraints in
Group liquidity

Failure to
attract,

develop and
retain our

people

Reliance on
key customer
and supplier
relationships

Failure to
successfully

integrate new
businesses

Failure to
protect the

Group’s
reputation

Inability to
innovate and

maintain
competitive

edge

Failure to
provide a

safe working
environment

Impact of
macro-

economic
conditions

Regulatory
compliance

risk

Disruption
arising from

major incident
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Impact

Accountability
To facilitate the effective identification

and management of risk throughout

the Group, a Risk Advisory Group

meets at least three times a year

under the chairmanship of the

Company Secretary.  Relevant

directors from each operating

company, with additional invitees at

the Group’s request, attend to share

best practice across the Group, and to

review and monitor new risks and

procedures.  The Risk Advisory Group

serves both to embed risk

management procedures and advise

the Audit Committee on current risk

exposures and potential changes to

future risk strategy.

Communication
The Group has published to all

employees and on its website, its own

risk management framework booklet,

which sets out its policy statement,

approach and the detailed process,

together with a toolkit to support all of

its operating companies in their

effective management of risk. The aim

of this booklet is to make sure we

have a consistent approach to

managing risks – whatever these

might be – across the entire Group,

and to show employees how everyone

can contribute to the risk management

process, identifying risks as early as

possible and working out how to deal

with them effectively.

Failure to
manage complex

contracts
effectively



The Group’s principal risks, together with their potential

impact and the actions and controls put in place by the

Group to mitigate those risks, are set out below.
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Failure to protect the Group’s

reputation

RISK CONSEQUENCES IMPACT

HIGHPotential loss of trust and confidence could result in a decline in the customer base.

This could also affect the ability of the Group to recruit and retain good people as well

as having an adverse impact on financial performance.

Inability to innovate and maintain

competitive edge

The global markets in which the Group operates are intensely competitive from both

incumbent organisations and new market entrants. The landscape is expected to remain

highly competitive in all areas, which could adversely affect the Group’s profitability.

Reliance on key customer and

supplier relationships

The Group depends on the successful performance of its OEM partners and key

customers, and its continuing relationships with them. Although not unduly dependent on

any single manufacturer or supplier, a change in strategic relationship or continuing drop

in demand could threaten the operational and financial performance of the Group.

Disruption arising from 

major incident

The Group operates a variety of sites across the UK and internationally. A major incident

resulting in the denial of access to our key assets may impact our ability to fulfil contracts

and provide services to our customers.

Regulatory compliance risk The Group is subject to a regulatory compliance risk which can arise from a failure to

comply fully with the laws, regulations or codes applicable - for example those set out by

the Civil Aviation Authority, the Ministry of Defence, the Health and Safety Executive and

the Financial Conduct Authority as well as local authorities. Non-compliance can lead to

fines, enforced suspension from trade, public reprimand or, in the extreme, closure of

parts of the business.

Constraints in Group liquidity Due to the diverse nature of the Group and the competing demands of its subsidiary

companies, there may at times be constraints in Group liquidity. Furthermore, a

withdrawal of financing facilities or a failure to renew them as they expire could lead to a

significant reduction in the trading ability of the Group.

Failure to successfully integrate

new businesses

The underperformance of new acquisitions against expectations could adversely affect

the Group in terms of financial, operational and reputational performance.

Failure to provide a safe working

environment

Due to the scale and nature of its operations, the Group faces a multitude of health,

safety and environmental risks. A significant failure in the compliance framework

could place our people in danger, and subsequently a curtailment of operations and

significant financial penalties. Furthermore, an incident of this nature may have a

detrimental impact on our wider stakeholder community.

Failure to attract, develop and

retain our people

Shortages of key staff in critical business areas introduce cost and delays in delivering

our core services to our customers. Skills and experience lost are difficult to replace in

our specialist markets, and the loss of knowledge within the business can have a

detrimental impact on our operations.

Cyber security incident The Group is dependent on the secure, efficient and uninterrupted operation of its

information technology and the safeguarding of third party and customer

information from loss, theft or corruption. Computer systems are inherently

vulnerable to damage or interruption from power loss, telecommunications failures,

sabotage, vandalism or infiltration.

Impact of macro-economic

conditions

Deterioration in economic conditions in the UK may adversely impact the markets in

which we operate and alter the investment and spending decisions of our key customers.

In addition, governments may impose taxes and implement other measures to manage

the economic conditions in ways that adversely affect the Group’s business. Volatility in

exchange and interest rates, to which the Group is exposed, could have a material impact

on the financial performance of the Group. Any of the foregoing could have a material

adverse effect on the Group’s prospects, results of operations and financial condition. 

HIGH

HIGH

HIGH

HIGH

HIGH

MEDIUM

MEDIUM

MEDIUM

MEDIUM

MEDIUM

Failure to manage complex

contracts effectively

Potentially significant adverse financial and reputational consequences, including the

risk of potential litigation.  Additional resources required which could have a knock on

impact to other projects and cause further delays.

HIGH
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The Group safeguards its reputation through adhering to its stated ethics

and values, as well as business continuity planning and a responsibility to

the local community and environment.

The Board

MITIGATION LIKELIHOOD OWNERSHIP TREND

The Group’s balanced portfolio of businesses, specialist capabilities, focus

on delivering innovative solutions and outstanding customer service

continue to address this risk.

The Group continues to monitor its key suppliers and customers in

each of its markets, in order to manage reliance on any one party.

The Group recognises the strategic importance of its key assets and

infrastructure, and maintains its resilience through such tools as business

continuity, disaster recovery and emergency response planning.

The Group mandates and seeks assurance from each subsidiary

business dedicates the necessary resource to maintain regulatory

compliance in the markets and geographies in which they operate.

The Group operates a central treasury function which monitors the cash

requirements of the business on a daily basis. Rolling 13 week cash

forecasts identify liquidity requirements and a new multi-option facility has

recently been secured.

The Group has refreshed its governance procedures around the

acquisition and integration of new businesses. Investments are also

scrutinised by the Audit Committee.

The Group mandates and seeks assurance that each subsidiary

operates a robust health, safety and environment compliance framework

which is regularly updated and ensures the safety of our people and the

communities in which we operate.  In additional the airworthiness and

technical safety in MADG is considered of utmost importance.

The Group recognises that people are at the heart of our success, and

have the power to drive the Marshall Group forward. The Group continues

to invest strongly in training at all levels, from apprenticeship schemes

through to the leadership development programme. 

The Group has a broad range of measures in place, including appropriate

information security policies, contingency plans and tools, to monitor and

mitigate this risk. The Group also continues to benefit from support from

external organisations and MADG achieved the Cyber Essentials Plus

accreditation in 2016.

The decision for the UK to leave the European Union and changes to

the international political landscape may give rise to a period of

economic uncertainty. The Group is cognisant of this and other

macroeconomic conditions, and continues to monitor and take steps

to mitigate. 

Subsidiary Management

Boards

Subsidiary Management

Boards

The Board

The Board

Chief Financial

Officer

The Board/Subsidiary

Management Boards

The Board/Subsidiary

Management Boards

The Board

Subsidiary Management

Boards

The Board

MEDIUM

MEDIUM

MEDIUM

MEDIUM

MEDIUM

MEDIUM

MEDIUM

LOW

LOW

LOW

LOW

Greater selectivity on the type of project we would consider, supported

by a very stringent tender review process. All major contracts and

programmes are subject to regular status review by the subsidiary

management Board, with escalation to the Group as appropriate. 

There is mature project risk management in place, with particular focus

on emerging risks, and lessons learned from previous contracts.

The Board/Subsidiary

Management Boards

MEDIUM
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Trading Performance
84.1% of the Group’s revenues arose

from motor retailing (2015 - 77.7%)

and, with a full 12 months contribution

of Ridgeway in 2017, Group revenue is

likely to continue to grow.

On a statutory basis, the Group

reported a loss before tax of £9.8m

(2015 - profit of £22.2m).  The result

reflects loss provisions of £25.9m taken

against our largest and most complex

engineering project within MADG, as

well as a number of exceptional

restructuring and asset impairment

expenses.  When reviewing the results

before a number of exceptional

separately disclosed items, as set out

in note 3, this highlights a more

positive underlying foundation for the

future with MMH, Military Aerospace,

Land Systems and Aerostructures all

performing extremely well during the

year.

Aviation Services and Advanced

Composites reported disappointing

results with combined losses of £13.4m

(2015 - £9.3m).  We will announce a

consultation process about the closure

of our operations at Broughton within

the former and significantly improved

order coverage in the latter should

ensure a much improved result in the

current year.

With a higher level of average net

borrowing over the year, finance costs

rose to £7.3m (2015 - £3.1m).

The Group owns just under 65% of

MMH plc.  Recognition of this is

highlighted in the income statement to

reflect the profit after taxation in the

year relevant to the 35% not owned by

the Group, along with the

corresponding share of the net assets

being recorded on the balance sheet.

The Core Group (Group excluding

MMH) recorded significant tax losses

during 2016, which have been

mitigated by disclaiming capital

allowances and utilising loss carry-back

provisions where possible.  As the

Group’s holding in MMH is less than

75%, group relief of losses is not

available.  As a result of this, despite

the overall loss position, the Group is

expecting to pay cash tax relating to

the 2016 results of £4.6m (2015 -

£6.5m), including local corporation tax

paid in our overseas operations. 

Deferred tax on losses has been

recognised where the Directors

consider that profits will be made in the

foreseeable future, ensuring full

recovery.  The Group’s effective tax rate

for 2016 was (8.6%) (2015 - 30.9%).

The losses per share, on a statutory

basis, were 29.4p (2015 - earnings per

share of 22.3p).  Adjusting for

separately disclosed items, as set out

in note 3, underlying earnings per

share were 21.8p (2015 - 25.1p).

Dividend
As in previous years, preference

dividends amounting to £744,000 were

paid to preference shareholders.

The Board is recommending a final

dividend of 3p per Ordinary and NVPO

share for approval at the AGM to be

paid on 30th June 2017.  This would

take the full year normal dividend to 4p

and 6p respectively, the same level as

2015, with no repeat of the one-off

special dividend paid last year to mark

the flotation of MMH.

Net Debt / Cashflow
The Group closed the year with a total

debt net of cash at 31st December of

£122.2m (2015 - cash net of debt

£1.7m) after investing £96.7m in

acquisitions.

Capital expenditure, excluding leasing

vehicles, totalled £40.3m (2015 -

£35.0m) as the Group continued to

invest in its infrastructure for the future.

The runway rehabilitation project was

completed in the early part of the year

and new Jaguar Land Rover facilities

were constructed in Oxford, Cambridge

and Ipswich.  The next two years will

see continued investment in the future

as hangars are refurbished in

Cambridge, the Ground Running

Enclosure is relocated to accommodate

the Wing project and MMH completes

further OEM-led facility improvements

and refurbishments.

Marshall of Cambridge (Holdings) Ltd
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Revenue for the year
was £2.3bn,
representing an
increase of 42.5%
over the previous
period (2015 -
£1.6bn).  The
primary reason for
the increase was the
full year impact of
MMH’s acquisition
of S.G. Smith in
November 2015 and
additional revenue
of £415m arising
from the acquisition
of Ridgeway in May
2016.  
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Another major factor in the

movement in cash in the year was a

reduction of £20.4m in the balance of

customer advance payments, which

is a natural timing issue as we

execute major projects.

Financing
The Group completed two major re-

financing exercises during the year.

First, in May, MMH completed a

£120m three-year revolving credit

facility for general corporate

purposes including acquisitions.  This

was supplemented by an increased

level of funding for the leasing

business, which was partially utilised

for the Ridgeway acquisition.  The

second activity was in December,

with the Core Group finalising a

£75m three-year revolving credit

facility to support the 5 year business

plan and the Wing enabling works in

particular. Both facilities are provided

on an equal basis by Barclays Bank

plc and HSBC plc.

Intangible Assets
In accordance with FRS102, the

Group has identified goodwill of

£25.0m and other intangible assets

of £59.5m arising on MMH’s

acquisition of Ridgeway.

As required by the standard, the

acquisition of S.G. Smith in

November 2015 has been reviewed

with original estimates adjusted such

that goodwill of £5.3m and intangible

assets relating to franchise

agreements of £13.6m has been

identified.

These assets will be amortised over

20 years to an estimated residual

value.  Including previously acquired

goodwill, total amortisation during the

year was £5.0m (2015 - £2.8m), with

the net intangible asset carried on

the balance sheet rising to £117.2m

(2015 - £37.8m).

Pensions
The deficit on the Group’s defined

benefit scheme, the ‘Plan’, under

FRS 102 increased to £17.5m from

£11.5m, but after deferred tax there

was a net liability of £14.5m (2015 -

£9.4m). The expected liabilities

increased as a result of lower bond

yields (which determine the discount

rate), which more than offset a small

benefit from increasing asset values

largely through stock market gains.

Both the Trustees of the Plan and the

Board continue to work together to

reduce the inherent risk and ensure

the Plan remains viable, effective and

cost efficient. A funding valuation

used both by the Trustees and the

Group, as at 31st December 2013,

indicated an actuarial deficit of only

£1.5m and the Group eliminated this

in full by March 2015. The next

funding valuation is due to be carried

out as at 31st December 2016 and

should be concluded during 2017.

Treasury Operations
Our policy on treasury and financial

risk is set by the Board and reviewed

on a regular basis.  

The majority of the Group’s revenue

and expenditure from operations is

denominated in the same currency

giving an effective natural hedge to

relevant transactions.  The net

foreign exchange risk is hedged at

the point of order placement, using a

combination of currency swaps and

overdrafts.

Key Performance Indicators
The individual businesses use a

number of Key Performance

Indicators (KPIs), both financial and

non-financial to gauge performance.

The diversity of the nature of the

Group’s businesses, particularly after

the Motor Holdings flotation, means

that few are universal or applicable

for every company. A number of

specific KPIs against which individual

or Group performance can be

monitored, with order intake and

profitability being particularly

important, are measured and

reported to the Board each month.

Marshall of Cambridge (Holdings) Ltd
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Earnings per share

Key 

Performance 

Indicators

Revenue

£1,586m

£22.2m

2016 2015

£2,260m

(Loss) / profit before tax

2016 2015

£1.7m

(£122.2m)

2016 2015

2016

(29.4p)

21.8p

2015

22.3p 25.1p

Net (debt) / cash

Basic
Adjusted

(£9.8m)
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Health, Safety and the Environment
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Group

There is a complex and changing
regulatory environment surrounding
the management of Health, Safety
and the Environment (HSE) and the
Group prides itself on maintaining a
robust governance framework to
discharge its responsibilities and
exercise its duty of care and
environmental stewardship in this
regard.  The provision of a safe
working environment for all of the
Group’s employees is of paramount
importance along with the safety of
stakeholders that interact with the
business, including our customers,
suppliers, contractors and visitors.

Whilst the operating companies
clearly have the responsibility to
manage the specific risks relevant to
their operations, the Group takes a
very clear role in overseeing and
providing support and guidance
where appropriate.  At a Group level
the Holdings Board has a standing
agenda item for Health and Safety
and the Company Secretary provides
a written report analysing accidents,
trends and safety initiatives within the
operating companies to keep the
Board abreast of any issues
warranting the Board’s focus.  Where
relevant, Health and Safety risks are
also discussed at the Group’s Risk
Advisory Group and reported to the
Audit Committee if deemed to be of a
significant nature warranting the
appropriate level of scrutiny.

Marshall Group Finance 

Marshall Motor Holdings Plc
A HSE newsletter is published
regularly highlighting relevant
information to colleagues to
communicate and bring to their
attention any issues or concerns that
relate to their health, safety and
welfare.  Similarly, a quarterly bulletin
is published to management to
highlight key focus areas and new
processes.

All new managers to the business
receive the Manager’s handbook and
remote training in their first month in
the business.

The HSE department aims to provide
support and direction to all sites by
reviewing policies and procedures as
well as supporting and advising
managers to help them fulfil their
responsibilities.  It also coordinates
training for first aiders, fire wardens
and risk assessors and monitors,
reports and investigates incidents.

During 2016 there has been a 64%
reduction in major incidents resulting
in lost time (from 14 in 2015 to 5 in
2016).

Marshall Fleet Solutions (MFS)
In the summer MFS was recognised
at the Food Storage & Distribution
Federation annual Health & Safety
awards ceremony.  

There has been an ongoing
investment in training and awareness
and MFS has embarked on a three
year E-Learning for all employees.
Furthermore, managers within the
business have undergone specific
tuition in key areas of HSE risk
management. 

In terms of employee communication,
MFS has instigated bi-monthly
Health, Safety & Environment forums
to re-invigorate engagement across
the business.

There were 4 major incidents in 2016
(2015 - 4) resulting in lost time.

Marshall Aerospace and
Defence Group

MADG continues to be successful at
the RoSPA awards and in 2016
achieved the 14th successive
Presidents Award demonstrating
commitment and effort in accident
prevention across the workplace.

The significant investment in the
Safety Matters change programme
continued and entered the ‘Power Up’
phase in 2016 which resulted in 2,000
employees attending a 1 day
workshop on how they, individually,
have a responsibility to take
ownership and personal responsibility
for their own safety and that of their
colleagues and third parties operating
on our sites.  

There has also been a 38% reduction
in major accidents resulting in lost
time (from 24 in 2015 to 15 in 2016).

To assist in the communication of the
initiative a new Safety Matters
intranet has been launched along
with a newsletter and clearer
reporting using distinctive infograhics
as illustrated below.



Integrity     |     Customers     |     People     |     Innovation

Upholding
the highest
standards of
integrity and
fairness.
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Group Strategic Report

Corporate Social Responsibility

Environmental Initiatives

• During the year a Tenants

Handbook was issued to all of our

tenants on the Cambridge site to

articulate and raise the awareness

and responsibility they have to

ensure a safe, compliant working

environment. 

• MADG has numerous regulated

processes and permits in place and

works closely with regulators, who

audit and visit the site on a regular

basis to ensure compliance with the

relevant standards.

• MFS introduced a new fleet

management tracking system which

provides information on how the

vehicles are driven including harsh

breaking and turning, gear shifts,

and vehicle speeds.  In addition, it

has an Eco Driver function which

assists the driver to achieve

improved fuel consumption.

Following the roll out of the new

tracking system, each month, within

the business streams, driver

efficiency awards are announced to

encourage a change in behaviour.

• MFS also instigated a review of

lighting at their regional depots and

a programme of LED lighting

installations is underway; to date

six depots have had new energy

efficient lights installed.

• Furthermore, the business

constantly scans and assesses the

impact of new legislation, an

example being the Minimum

Energy Efficiency Standard (MEES)

which will apply to all rented

commercial buildings from April

2018.  Marshall Group Properties,

as landlord to the tenants at the

Cambridge site, is currently

undertaking a review and

implementing the relevant

measures to ensure compliance

with MEES by April 2018.

Case Study

Engine Ground Running Enclosure

In 2016 Marshall submitted a planning application for a purpose built aircraft Ground Run Enclosure (GRE) which,

subject to planning, will be constructed in the coming years. The sole purpose of the facility is as an acoustic enclosure,

specifically designed to reduce noise associated with aircraft engine testing. This is an intrinsic element of the

Aerospace business and is routinely undertaken to test engine performance and aircraft systems once work is complete

and prior to the return of an aircraft to the customer.  These activities have taken place at Cambridge since the 1940s. 

Delivery of the new facility will ensure improvements to the health and quality of life of the communities surrounding the

airfield.  With front doors to limit noise forward of the aircraft, and 20 metre high side walls, the facility will ensure almost

all residents are removed from the highest levels of noise exposure (i.e. above 70 decibels), with the vast majority of

residential, school and other community buildings experiencing a significant reduction in noise compared with today.

A further benefit of the GRE will be to limit the noise effects from engine testing on land being promoted by Marshall for

residential led development. The first, known as Wing, was granted planning permission in November 2016 and will

deliver up to 1,300 homes, a primary school and local centre.  The second, known as Land North of Cherry Hinton, will

deliver up to 1,200 homes, a primary school, a secondary school and a local centre.   In both cases, the delivery of the

GRE will ensure that the maximum potential of the landholdings can be realised and ensure that new residents are

protected using leading edge technology. Marshall is proud to be promoting one of the most advanced acoustic

enclosures in the world. This development acknowledges the close and special relationship that we have with our

existing neighbours and those who will be moving into new homes, schools and community buildings in the coming

years and with whom we will co-exist for many years to come.



Pictured: Marshall ADG, Engine Ground Running Enclosure - Artists impression



36

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016

Developing and recognising our

people is at the heart of the business.

Our ongoing development and

training programmes build on our 96

years of continuous apprentice

training and our successful graduate

recruitment scheme.  This has been

supplemented in recent years by a

clear focus on Leadership

Development, the first two waves of

which have been focused on our

senior management team, developing

awareness of the distinction between

management and leadership and

equipping the team with practical

skills and tools which they have been

able to bring into their roles in the

business. 

During 2016 we have taken this a

step further, developing a highly

targeted and focused third wave,

known as LDP3, aimed at a smaller

group of identified leadership

candidates for the future.  This

programme will launch fully in 2017

and has been developed in

conjunction with the world-leading

Møller Centre in Cambridge.

Across the whole group, we continue

to subscribe to the annual

independent employee survey run by

the Great Place to Work Institute; we

have seen some really positive

progress in many parts of the

business, which is encouraging but

the real value of these surveys

comes from the feedback which helps

us to identify the areas which require

improvement.

Over the last 6 years our annual

Marshall Achievement, Values and

Teamwork Awards (MAVTAs) have

become ingrained in the business as

a unique way to recognise and

celebrate the very many employees,

either individually or collectively in

teams, who have made a significant

contribution to the business.

Candidates for the MAVTAs are

nominated by their colleagues and

peers and these nominations are

then reviewed and sifted by the

senior terms in each of the

businesses before the strongest

nominees are submitted to Group for

the final round of judging.  As has

become customary, the award

winners were announced at a gala

dinner in the unparalleled

surroundings of the Great Hall at

King’s College in Cambridge, when

all of the finalists gathered from all

parts of the business, including

Canada, again this year.

Making a difference in the

communities in which we operate

remains a key driver for all of the

Marshall businesses and we continue

to encourage employees from all

parts of the business to get involved

in local groups, charities and

organisations with which they feel

some connection. We find that

harnessing individuals’ passions

significantly broadens and

strengthens the impact Marshall

people make.

Cambridge LaunchPad is our

headline programme aimed at

making a difference in Cambridge by

exposing young people between the

ages of 8 and 18 to the delights and

wonders of technology in all its forms.

Our long term goal is to encourage

more young people, especially girls to

make subject choices which will open

up the opportunities for them to work

in technology-related businesses.

Cambridge has an extraordinary

array of businesses offering a vast

range of career opportunities and we

want to give Cambridge’s children a

head start over those from anywhere

else.  One of the unique features of

Cambridge LaunchPad is a rigid

50:50 gender split.

In the first 2 years, more than 2,000

young people have engaged with

Cambridge LaunchPad and the

interest from schools, parents,

businesses and politicians has

encouraged us to take the necessary

steps to enable Cambridge

LaunchPad to scale up.  At the end of

2016 we entered into an agreement

with Form the Future, a Cambridge-

based Social Enterprise exemplar,

which already has a proven track

record in bringing schools and

businesses together, to take over the

management and growth of

Cambridge LaunchPad over the next

few years.  Working with them, we

are now bringing on board key

Cambridge businesses and more

schools to increase the capacity and

reach of the programme.  Our belief

is that this can grow into a movement

which will give young people growing

up in Cambridge unique experiences

and opportunities that will enhance

their future careers.

Group Strategic Report

Corporate Social Responsibility

Our People
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the heart of
our success.
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He was formerly Executive Vice President of Thales Group and Chairman of Thales UK. He is a member

Thales UK Advisory Board. He was also Chairman of Manoir Aerospace, Non-Executive Director of UKTI and

Chairman of the Defence Advisory Group of DSO. He was the founding President of ADS created by merging

the DMA and the SBAC. He has an Honorary Doctor of Science Degree from Strathclyde University and is a

Fellow of the Royal Academy of Engineering, the Royal Aeronautical Society and the Institution of

Engineering and Technology. He was made CBE in 2002 and an Officier de la Legion d'Honneur in 2010. He

is a Freeman of the City of London.

Alex Dorrian CBE FREng FRAeS FIET * o

Non-Executive Chairman – Appointed 2016

He joined Marshall Aerospace in 1995 and was appointed a director in 1999 before moving to Marshall SV

as Chief Executive in 2000. He was made Chairman of Marshall Land Systems in January 2006 and was

appointed Executive Chairman of Marshall Motor Holdings in 2007. He became Group Chief Executive from

1st January 2012 having been Chief Operating Officer since 2010. He is a Fellow of the Royal Aeronautical

Society.

Robert Marshall FRAeS

Group Chief Executive – Appointed 2000

He worked with Bidwells LLP for over 30 years, and was Senior Partner from 2000 to 2010. He was appointed

Chairman of Pigeon Investment Management in 2011. Prior to this he was Chairman of the CBI in the East

of England from 2003 to 2005, and on the Advisory Board of the Department of Land Economy at Cambridge

University from 2003 to 2007. He was appointed a Deputy Lieutenant of Cambridgeshire in 2006, and served

as High Sheriff of Cambridgeshire for 2013/14.

James Buxton DL FRICS *

Non-Executive Director – Appointed 2014

He was previously Group Finance Director of WYG plc from 2011 to 2016, Scott Wilson plc from 2007 to 2010

and Yule Catto plc from 1999 until 2007. He is a chartered accountant with more than 25 years’ experience

in financial management and business leadership across a number of sectors.

Sean Cummins ACA

Chief Financial Officer – Appointed 2016

She is Chairman of global recruitment company Harvey Nash plc and non-executive director of Ebiquity plc,

an AIM listed marketing analytics business, and Chrysalis VCT plc, which is a self managed fund investing in

small UK companies.  She has been on the board of several companies including Greggs plc, BOC Group

plc, Yorkshire Building Society and lottery operator Camelot.  Previously she was an executive director of

Woolwich plc and the partner in charge of Accenture’s change management practice in Europe. Early in her

career she started, built and sold her own consultancy based in Cambridge.

Julie Baddeley * o

Non-Executive Director – Appointed 2016
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Auditor  
Ernst & Young LLP

Bankers  
Barclays Bank plc
HSBC Bank plc
Lloyds TSB Bank plc
Santander UK plc 

Insurance Brokers  
Willis

Pension and 
Actuarial Advisers 
Conduent   

Property Advisers  
Bidwells
Rapleys
Russells
Savills

Solicitors  
Bird & Bird   
Dentons  
Greenwoods
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Travers Smith

Tax Advisers  
Deloitte LLP  

Registered Office
Airport House  
Newmarket Road  
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Registered Number  
2051460

www.marshallgroup.co.uk

�Member of the Audit Committee

* Member of the Nomination

Committee  
o Member of the Remuneration

Committee 
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He is a former chief executive of Barclays Corporate and Commercial Banking and, latterly, until his

retirement in 2008, Vice Chairman of Barclays UK Banking. He is now a non-executive director of Co-

operative Banking Group. He is a member of the Chartered Institute of Bankers. 

Peter Harvey ACIB DipFS � * o

Non-Executive Director – Appointed 2008

She joined the Group from Ernst & Young in 1997 and became Group Financial Controller in 2000 and Head

of Group Insurance in 2002. Sarah was appointed Company Secretary of the Group with effect from the AGM

in 2012. She is an independent trustee of the Royal Aeronautical Society and a member of its Finance

Committee. She is also a trustee of the Group’s pension schemes, and Finance Director of Marshall Group

Properties.

Sarah Moynihan FCA CRAeS

Company Secretary – Appointed 2012

He developed Deltron Electronics plc into a European-leading manufacturer and distributor of niche

components, which he sold during 2006. During 2007 he spearheaded the acquisition of Lorien Group plc, a

disparate group of companies, following restructuring and disposals, the remaining businesses grew some

300% which he sold during 2014/5 to NYSE/LSE companies. He is a fellow of the RSA and IOD, companion

of the Charted Management Institute and Past Master The Worshipful Company of Scientific Instrument

Makers. He is a Non-Executive Director at Marshall Motor Holdings plc and a Trustee of the Think Tank,

Tomorrow’s Company.

Christopher Sawyer � * 

Non-Executive Director – Appointed 2008

He is Chairman of Greene King plc, one of the UK’s leading pub and brewing companies. He is also a non-

executive director of Vodafone Group plc, Aberdeen Asian Smaller Companies Investment Trust plc and

Computacenter plc. He is an independent trustee of the Francis Crick Institute. He has spent over fifteen

years in private equity, including at 3i Group plc where he was Chief Executive from 2004 until 2009, and

before that at Investcorp. He is a former Finance Director of Diageo plc, the global drinks group. He is a

Chartered Management Accountant.

Philip Yea FCMA � * 

Non-Executive Director – Appointed 2016



Director Date Role Committee Attendance
appointed (C = current chair) record

Alex Dorrian 2016 Chairman Nomination (C) 10/10
(appointed 26th January 2016, Remuneration
Chairman from 1st October 2016)

Julie Baddeley 2016 Non-executive Director and Nomination 1/1
(appointed 1st December 2016) Senior Independent Director Remuneration

James Buxton 2014 Non-executive Director Nomination 10/10

Sean Cummins 2016 Group Chief Financial Officer 4/4
(appointed 13th July 2016)

Peter Harvey 2008 Non-executive Director Remuneration (C) 9/10
Audit 
Nomination

Robert Marshall 2000 Group Chief Executive 10/10

Christopher Sawyer 2008 Non-executive Director Audit (C) 10/10
Nomination
Remuneration

Philip Yea 2016 Non-executive Director Audit 2/3
(appointed 27th September 2016)

Sir Michael Marshall 1960 Chairman 8/8
(retired 1st October 2016)

Sarah Sillars 2004 Non-executive Director 5/5
(resigned 1st June 2016)

Bill Dastur 1996 Group Finance Director 4/4
(retired 30th April 2016)

Steve Fitz-Gerald 2011 Marshall Aerospace 9/9
(resigned 12th December 2016) and Defence Group

- Chief Executive
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Julie Baddeley will take over as Chairman of the Remuneration Committee and Philip Yea will take over as Chairman of the Audit Committee, both with effect from 1st April 2017.

Corporate Governance 
The Group endeavours to apply the

highest standards of corporate governance

and has considered the guidance set out

in the UK Corporate Governance Code

(April 2016) which applies only to

companies listed on the London Stock

Exchange, together with the Corporate

Governance Guidance and Principles for

Unlisted Companies which was issued by

the Institute of Directors in November

2010. The Group has implemented the

recommendations set out in these

guidelines where it is considered both

practical and appropriate for the Group.

Leadership
Board membership
Information about the Board members is

given on pages 38 and 39.

The role of the Board
The Board is responsible for creating the

framework within which the Group

operates and is collectively responsible to

the Company’s shareholders for the

direction and oversight of the company to

ensure its long-term success. It provides

leadership for the Group, devises strategy,

ensures the necessary resources are

available and sets controls and standards.

Other core activities include obtaining

assurance that material risks to the Group

are identified, defining the Group’s appetite

for risk and ensuring that appropriate

systems of risk management and internal

control exist to mitigate such risks, as well

as responsibility for ensuring the

effectiveness of, and reporting on, the

system of corporate governance. It also

monitors performance, and approves

budgets and material initiatives and

commitments. The Board has formally

reserved specific matters for its

determination and has approved terms of

reference for all Board committees.

The Board’s schedule of matters
reserved includes:
• Strategy and management

• Structure and capital

• Financial reporting and controls

• Internal controls and risk management

• Authorisation and approval levels

• Board membership

• Delegation of authority and policy

development

• Corporate governance matters

• Major acquisitions, projects and contracts

• Dividend policy

The Board is responsible for setting the

levels of delegated authority, whilst

retaining overall responsibility for the

governance of the Group.

Board meetings
The Board and its principal committees

met regularly during the year. The

timetable is set in the prior year so as to

ensure that sufficient regular meetings 

are scheduled and other meetings held, 

as required, in order for the Board and the

committees to discharge their respective

duties sufficiently. Board papers are

circulated electronically via a secure

system to facilitate the effective flow of

latest information. In the event that a

director is unable to attend a meeting, 

they still receive and read the documents

for consideration at that meeting, and 

have the opportunity to relay their

comments prior to the meeting.

Board attendance
The table below sets out details of all

directors who have served during the year

and their membership of Board

committees. This includes details of each

member’s attendance at the Board

meetings held in 2016. There are separate

attendance statements in respect of the

nomination, remuneration and audit

committees on pages 43, 44 and 46

respectively.
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Activity

Shareholder focus
During 2015 and 2016 the Board conducted a review of its
relationship with shareholders. The project was known internally
as Eclipse. It was proposed that, as part of increasing the
accountability to shareholders and to improve levels of
communication, certain transactions, not in the ordinary course of
business, should be subject to a requirement to provide
information to shareholders, and in some cases should be subject
to approval by ordinary shareholders.

Risk Appetite Statement
Following a review of Corporate Governance by the Financial
Reporting Council, which highlighted the need for Boards to re-
evaluate how good they are at managing risk, it was agreed that
the Board should consider producing a Risk Appetite Statement.
Although the Group is not required to follow the UK Corporate
Governance Code, it does try to adopt it where appropriate and
practical.

Revolving Credit Facility
In order to fulfil the strategic objectives of the Company, the
existing bank facilities were subjected to detailed review and
negotiation during the year.

Acquisitions
A key objective of the AIM listing of Marshall Motor Holdings plc in
April 2015 was to provide them with the means to fulfil their
strategic objectives, including becoming the UK’s premier
automotive and leasing group.

Strategy away days
The Board received presentations from the executive teams of
the operating companies and reviewed the medium and long-term
strategy of the Group following the successful Eclipse review.

Corporate Governance Bible
Originally endorsed by the Board in 2004, and most recently re-
issued in 2012, the Corporate Governance Bible provides the
Group with a clear and concise governance framework. The
Board requested a refreshing of the Corporate Governance Bible
to ensure that it continues to support the activities of the Group in
today’s business environment.

Quarterly Business Reviews
The remit of Project Eclipse included a review of management
and accountability of the operating companies.  As a result of this
review, in 2016 the Group Chief Executive introduced Quarterly
Business Reviews with each of the operating companies in order
to increase scrutiny.

Business planning and budgeting
The core Group has been restructured into three operating
divisions and the five year business plan was issued and
approved. 

Progress

The Articles of Association were amended to require the Board to
adopt new Terms of Reference which set out the accountability to
shareholders. These Terms of Reference and the revised Articles
were approved and formally adopted at the 2016 AGM held on
1st June 2016.  In addition to the requirement to provide
information or gain shareholder approval for certain transactions,
the Articles were updated to remove the existence of permanent
directors and to include a right for the Board to remove a director
with a 75% majority. 

A Risk Appetite Statement was debated and agreed by the Board,
following consultation with major shareholders.  Risk appetite is
the level of risk the Group chooses to accept in pursuit of its
strategic objectives. The Group’s lowest risk appetite relates to
safety and compliance objectives, and its reputational exposure,
with a higher risk appetite towards its strategic and operations
objectives. The Board will formally review the Group’s risk
appetite statement annually. 

In December 2016 the Board replaced the existing debt facility
with a new revolving credit facility of £75m. 

Marshall Motor Holdings plc acquired the privately owned
Ridgeway Group on 26th May 2016.  This was both a significantly
strategic and value enhancing acquisition for Marshall Motor
Holdings plc and thus the Group as a whole.

The Board agreed a number of strategic objectives over a five to
25 year horizon, together with agreeing an organisational strategy
and proposed changes to the organisational structure.

During the year the Corporate Governance Bible was refreshed. It
includes important revisions reflecting Project Eclipse along with
the revised risk management guidelines and code of ethics
booklets. In addition, in order to comply with the Modern Slavery
Act 2015, a Human Slavery and Trafficking Statement was
approved by the Board and incorporated in the Corporate
Governance Bible.

During the year there have been four Quarterly Business Reviews
with each of the operating companies. This has facilitated
additional review thus providing further assurance to the Board
over the financial and operational performance of the operating
companies.

Each operating company presented their five year business plan
and these were reviewed and approved by the Board. In addition,
the Board agreed the 2017 budget which has been designed to
achieve long term growth as well as short term profitability.
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Board agenda
Business considered at each meeting
includes:
• a review from the Company Secretary of

health and safety statistics, management
and monitoring;

• the Group Chief Executive’s report on
strategic and business developments,
together with operational updates from
the operating companies; and

• the Group Chief Financial Officer’s report
which includes commentary and
highlights from the latest available
management accounts, and where
relevant, budgets and forecasts.

On a cyclical basis, the Board agenda will
also include detailed assessments of Board
objectives, strategy, business plans, deep
dive into operating companies, risk,
governance, corporate responsibility,
organisation/succession planning, and,
where applicable, reports from the Board
committees. 

The Board also met in 2016 for a two-day
strategy and business planning meeting.

Board focus and activities during 
the year
The activities undertaken by the Board are
designed to assist them in the objective of
supporting and advising executive
management on the delivery of the Group’s
strategy within a framework of effective
corporate governance. Summarised below
are the key areas of Board focus during
the year. Focused discussion of these
items assists the Board to make good
decisions based on the long term
opportunities for the business and its
stakeholders.



42

Governance

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016

Effectiveness
Composition
The composition of the Board reflects a

good balance between aerospace,

property and general business skills. The

ratio of non-executive directors to

executive directors ensures an

independent Board which is also highly

experienced.

Independence
The Board is aware of the other

commitments of its directors and is

satisfied that these do not conflict with their

duties as directors of the Group. The

directors are responsible for notifying the

Company Secretary if they become aware

of actual or potential conflict situations or a

change in circumstance relating to an

existing authorisation.

Senior Independent Director (SID)
Until his retirement, Allan Cook fulfilled the

role of SID, providing an additional contact

point for shareholders. Following his

appointment to the Board on 26th January

2016, Alex Dorrian took on this role until

he became Chairman on 1st October

2016. Following her appointment to the

Board on 1st December 2016, Julie

Baddeley has now taken on the position of

SID.

Board Evaluation
In 2013, an external facilitator with no

other connection to the Group, Armstrong

Bonham Carter, was used to assist in the

evaluation of the performance of the Board

and its committees.  The Board had

intended to carry out a further external

review in 2016, but due to the number of

changes to the Board during the year this

decision has been deferred.

Non-executive directors
The Chairman holds meetings with the

non-executive directors without the

executive directors present which provides

the non-executive directors with a further

platform to discuss developments or

concerns, without prejudicing the main

activity of the Board meetings themselves.

The Board also met informally to discuss

strategic issues and other business

developments.

Induction
The Board has established procedures to

allow individual directors to seek

independent professional advice at the

Company’s expense for the furtherance of

their duties. All directors have access to

the services of the Company Secretary

who is responsible for ensuring

compliance with relevant procedures, rules

and regulations.

The Board also ensures that new directors

receive an induction covering, amongst

other things: the business of the Group;

their statutory responsibilities as directors;

opportunities to visit business operations;

and an introduction to the Marshall values

and code of business ethics.

Training
The Board is kept up-to-date on legal,

regulatory and governance matters

through regular papers from the Company

Secretary and by presentations from

internal and external advisors. During the

year, the Board received guidance on

updates on changes in corporate

governance regulation and practice.

Re-appointment
With effect from the AGM on 1st June

2016, all directors have been subject to

election by shareholders at the first annual

general meeting after their appointment,

and to re-election thereafter by rotation at

an interval of no more than 3 years.

Accountability
Risk management
The Group recognises that risk

management is a vital activity that

supports the delivery of the Group’s

strategy, aligned to its vision and values.

Risk is present in everything the Group

does and it is therefore the Board’s policy

to identify, assess and manage the key

areas of risk on a proactive basis. The

Group seeks to embed risk management

into the culture of the Group without

introducing unnecessary bureaucracy. The

aim for the risk management framework is

that it is fit for purpose, reflects the size

and nature of the various operations and

uses the Group’s skills and capabilities to

the full.

In order for risk management to be most

effective and become an enabling tool, the

Board ensures that there is a robust,

consistent, communicated and formalised

process across the Group. The risk

management policy and its supporting

documentation form an integrated

framework that supports the operating

companies in the effective management of

risk. In implementing the risk management

system, the Group seeks to provide

assurance to all stakeholders that the

identification and management of risk

plays a key role in the delivery of the

Group strategy and related objectives.

The Board empowers and gives

ownership of the identification and

management of risk to all of the operating

companies. Risk management activity is

regularly supported through discussion

and appropriate action by the Group. This

includes a thorough review and

confirmation of the significant risks,

evaluation of their mitigation strategies and

establishment of supporting actions to be

taken to reduce them to an acceptable

level. How risks are identified and

managed is set out in more detail on

pages 26 to 29.

Internal control
The Board has established what it

believes is an appropriate control

environment. The internal control system

is designed to facilitate the identification,

assessment and management of risk, the

protection of shareholders’ investments

and the Group’s assets. The system is

designed to manage rather than eliminate

the risk of assets being unprotected and

the failure to achieve business objectives.

Internal controls only provide reasonable

and not absolute assurance against

material misstatement or loss. The Board

delegates responsibility for reviewing and

monitoring the Group’s internal controls to

the Audit Committee and the key features

of the Group’s internal control systems are

therefore set out in the audit committee

report on page 48.

Ethics
The Board continues to ensure that the

Group’s code of business ethics remains

up to date with latest best practice and

legislation. All new employees receive a

copy of the code of ethics, along with the

Marshall values booklet, and the risk

management framework booklet, and are

asked to reinforce these messages via an

e-learning system. The Group’s anti-

bribery and corruption e-learning is also

mandatory for relevant new employees,

along with regular refresher training for

existing staff.  In accordance with the

Group’s disclosure obligations under the

Modern Slavery Act 2015, the Group has

published its Slavery and Human

Trafficking Statement on its website.
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Tax strategic intent
The principles which govern the Group’s

management of its tax affairs are fully

aligned with the Group’s wider

commercial, reputational and business

practices and are consistent with the

Group’s values and commitment to good

corporate responsibility.

The principles are also fully aligned with

the Confederation of British Industry’s

seven tax principles, and consist of the

following:

• To manage the Group’s tax affairs

responsibly and transparently;

• Not to use contrived or artificial structures

to reduce tax liabilities;

• To take advantage of the reliefs and

incentives that exist but show respect for

the intention, as well as the letter, of the

law at all times in conformity with the

Group’s values;

• The Group is committed to conducting its

affairs in a way that ensure a low risk tax

rating, a classification first awarded to the

Group by HMRC in 2009;

• As part of its aim to conduct business

safely, tax is considered in all significant

business developments or acquisitions

so as to assess fully any potential tax

consequences of actions in advance and

thereby reduce risk;

• Where required, proportionate external

advice is sought from reputable

professional firms;

• There is skilled in-house resource so that

the Group can adhere to these principles

without exception.

Whistleblowing
Commensurate with best practice, and to

ensure that the Group works to the highest

ethical standards, the Group operates an

independent whistleblowing procedure to

allow staff to confidentially raise any

concerns about business conduct. The

Group continues to engage Expolink to

operate an independent whistleblowing

hotline, affording employees the

mechanism by which to report concerns to

a party unconnected with the Group. The

whistleblowing policy is set out in the

Group’s code of business ethics which is

distributed to all staff and reinforced with a

bespoke e-learning system.

Board committees
In accordance with the principles of good

governance, a number of Board

committees, all of which operate under

written terms of reference, have been

established by the Board. The reports of

the Audit Committee, the Remuneration

Committee and the Nomination Committee

can be found on pages 43 to 48.

Relations with shareholders
Annual General Meeting
The Board recognises that the annual

General Meeting provides shareholders

with an important opportunity to receive

information on the Group’s business

performance and to meet with the Board.

The Chairman, the executive directors and

Board committee chairmen were present

at the 2016 AGM.

Interim Financial Statements
In addition to the annual report, the Board

also provides shareholders with Interim

Financial Statements, as at 30th June

each year, which sets out the key

highlights of the half year, together with the

main Financial Statements.

Terms of Reference
The review of Board structure and

interactions with the shareholders

produced several recommendations, and

included the creation of a new Board

Terms of Reference, which enshrines the

basis on which the Board will keep

shareholders informed and, where

appropriate, seek ordinary shareholder

consent for certain major transactions or

changes in ownership of major assets.

The shareholders approved these Board

Terms of Reference at the 2016 AGM held

on 1st June 2016.

Nomination Committee Report
The company has established a

nomination committee which comprises

the Chairman and all non-executive

directors, subject to a minimum of three to

be quorate.

Committee attendance

Director Role Attendance 
record

Alex Dorrian Committee Chairman1 3/3

Julie Baddeley Non-executive Director 1/1

James Buxton Non-executive Director 4/4

Peter Harvey Non-executive Director 4/4

Christopher Sawyer Non-executive Director 4/4

Philip Yea Non-executive Director 2/2

Sir Michael Marshall Committee Chairman2 2/2

Sarah Sillars Non-executive Director 2/2

1 Appointed 1st October 2016
2 Resigned 1st October 2016

Objective
The objective of the committee is to

ensure the Board comprises individuals

with the requisite skills, knowledge and

experience to ensure that it is effective in

discharging its responsibilities.

Responsibilities
In accordance with its terms of reference,

the key responsibilities of the committee

include:

• annual review of the Board’s composition

and consideration of any proposed

changes for proposal to the Board;

• the formation of a strategic succession

and replacement plan for the Board; and

• leading the process for identifying and

making recommendations to the Board

regarding candidates for appointment as

directors.

Main activities during the year
The committee identified and met with a

number of candidates for the role of Chief

Financial Officer, following the retirement

of the Group Finance Director.  The

committee proposed the appointment of

Sean Cummins, who was approved

unanimously and appointed to the Board.

The committee also identified and met with

a number of candidates for the role of non-

executive director, as the Board had

agreed that it needed strengthening in

terms of financial and people expertise.

The committee proposed the appointment

of Alex Dorrian, Julie Baddeley and Philip

Yea, all of whom were approved

unanimously and appointed to the Board.

All were selected based on merit against

objective criteria and with due regard to

the benefits of diversity on the Board.  

The Committee Chairman further

proposed that on appointment to the

Board, Julie Baddeley be appointed Senior

Independent Director, and that she be

appointed as Chairman of the

Remuneration Committee with effect from

1st April 2017 and that Philip Yea be

appointed as Chairman of the Audit

Committee with effect from 1st April 2017.

The Nomination Committee unanimously

approved the proposed changes. 

In addition, the committee identified and

met with a number of candidates for the

role of CEO of MADG, and approved the

appointment of Alistair McPhee.
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Remuneration 
Committee Report
Introduction from Peter Harvey,
Committee Chairman:
“I am pleased to present the
Remuneration Committee’s annual report
for 2016, which is to inform shareholders
on how senior executive remuneration is
determined, although as a private
Company there is no formal requirement
to do so.

The Group’s remuneration policy has been
designed to attract, motivate and retain
high calibre executives, supporting
achievement of  the Group’s business
strategy, encouraging behaviours in
accordance with Marshall values,
incentivising performance and the delivery
of  exceptional results, and rewarding the
creation of  long-term shareholder value.

During 2016 the Group commissioned
Deloitte to undertake the triennial
benchmarking exercise of  executive
remuneration to ensure that remuneration
stays competitive, when compared with
similar business entities, and to determine
that fair and appropriate total reward
packages are in place with the opportunity
for upper quartile total earnings for
achieving exceptional business and
personal performance. 

The Group also implemented a revised
Long Term Incentive Plan (LTIP) to reflect
the new structure of  the Group following
the listing of  Marshall Motor Holdings plc
on the AIM market of  the London Stock
Exchange in 2015. LTIP awards were
made to the Executive Directors during the
year for both 2015 and 2016.

It is intended to issue total reward
statements to include all fixed and variable
pay, rewards and benefits, to all senior
executives to demonstrate the value of
their entire remuneration.”

Committee attendance

Director Role Attendance 
record

Peter Harvey Committee Chairman 4/4

Sir Michael Marshall Chairman 3/3

Alex Dorrian Chairman 1/1

Sarah Sillars Non-executive Director 3/3

Julie Baddeley Non-executive Director 1/1

Christopher Sawyer Non-executive Director 4/4

Objective
The remuneration committee works with

the Group Chief Executive to set executive

remuneration and review subsequent

performance. The overarching aim is to

ensure that remuneration policies and

practices remain competitive within the

industries in which the Group operates,

and to attract the best talent, whilst driving

behaviours that are in the long-term

interests of the Group and its

shareholders.

Responsibilities
In accordance with its terms of reference,

the key responsibilities of the committee

include:

• determining and agreeing with the Board

the framework for the remuneration of the

Company's President, Chairman, Group

Chief Executive, Executive Directors,

Company Secretary and such other

members of the executive management

as it is designated to consider;

• Reviewing the ongoing appropriateness

and relevance of the remuneration policy;

• Reviewing the design of all Long Term

Incentive Plans and other performance

related pay schemes;

• Reviewing and approving the total annual

payments made under such schemes;

• In consultation with the Chairman and

Group Chief Executive, as appropriate,

determining the total individual

remuneration package of each Executive

Director and other senior executives

including bonuses, incentive payments

and any other remuneration awards.

Committee focus and activities during
the year 
The key focus of remuneration is long-

term performance and delivery of value to

shareholders.  In line with this, the

committee:

• reaffirmed the strategic objective to offer

competitive base salaries which attract

and retain high quality executives, with

the opportunity of upper quartile total

earnings, subject to achieving both

business and personal performance

targets;

• reviewed performance against the 2015

annual bonus targets and agreed

payments;

• reviewed and agreed stretching 2016

annual bonus targets and agreed

payments. The Group Chief Executive

and President have voluntarily declined a

bonus payment for 2016;

• reviewed and approved 2016 salary

levels for the Group Chief Executive, the

Executive Directors and the Company

Secretary.  The Group Chief Executive

declined any salary increase for 2017;

• reviewed performance against the 2013-

2015-2018 Long Term Incentive Plan;

• completed a review by Deloitte to identify

changes to the Notional NVPO share

scheme, so as to align more closely the

objectives of the executive team with the

delivery of value to shareholders;

• considered and established the

remuneration for the newly created role

of President; 

• managed the transition of the position of

Committee Chairman to Peter Harvey

from Sarah Sillars which became

effective from 1st January 2016;  

• agreed the appointment of Alex Dorrian

to the Committee in December 2016;

and

• agreed the appointment of Julie

Baddeley to the Committee in December

2016 who will chair this Committee from

April 2017. 

Governance

Remuneration Policy for Non-Executive Directors

Objectives

To provide fair remuneration, reflecting

the time commitment and

responsibilities of the roles.

Operational and 
Performance Conditions

Non-executive directors receive a fixed fee

and do not participate in any incentive

schemes or receive any other benefits.

Fee levels are reviewed annually by the

chairman. Additional fees are payable for

acting as Senior Independent Director or as

chairman of any of the Board’s committees

(excluding the nomination committee).

Opportunity

Account is taken of:

• increases awarded across the

Group as a whole

• fee levels at organisations of a

similar size, complexity and type

• changes in complexity,

responsibility or time

commitment required for the role
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Base Salary

Annual Bonus

Long Term Incentive Plan ‘LTIP’

Pension

Other Benefits

‘Notional NVPO’ Scheme

Objectives

A competitive market salary

commensurate with

responsibility and experience.

To motivate and reward annual

performance specifically with

respect to the business and

overall profitability.

To focus on longer term

performance and growth and

align executive director

interests with those of

shareholders.

To provide competitive levels

of retirement benefit.

To provide competitive levels

of employment benefits.

To ensure that executive

directors’ interests are aligned

with those of shareholders

over a longer time horizon.

Operational and
Performance Conditions

Reviewed at 1st January each

year taking into account

increases awarded across the

Group as a whole, personal

contribution and performance,

market changes and any

change in role or responsibility.

Maximum 100% of salary

which is only available for

exceptional performance. Paid

in cash after the Group annual

report and financial statements

have been approved.

Awards are made annually

based on three year

performance period.

Performance is against ROCE,

cash generation, shareholder

dividend growth and

adherence to Group objectives

and values. 50% paid out

after three years but remainder

withheld for further three years

in accordance with recent and

best industry practice.

Membership of company

pension scheme or salary

supplement or cash deferral

scheme.

Benefits include:

• car and fuel benefit or

equivalent

• private medical insurance

• income protection insurance

• life assurance of four times

cover

Opportunity to convert part of

withheld LTIP balance into

notional shares for the three

year deferral period following

the three year performance

period.

Opportunity

Increases are generally

expected to be in line with

inflation and comparative

increases in the business and

competitor companies.

Around 75% of salary, with

budget or target achievement

realising 50% and a threshold

level to be reached for 25%.

There is a subjective element

which can be up to 25% of

salary and thereby make the

total opportunity 100%.

Up to 125% of salary can be

achieved but only 50% can be

taken in cash in the year after

the initial performance period.

the remainder is held for a

further three years but can

be ‘notionally invested’ in

‘notional NVPO shares’ during

this period and converted into

cash or NVPO shares

(at the company’s discretion)

after a further three years.

Usually up to 24% of salary

with some variation based on

time employed.

Cost of providing a car benefit,

life assurance, private medical

insurance and income

protection insurance which are

reviewed annually to ensure

they are competitive.

First operated in 2013, a

further opportunity was offered

in 2014. Up to £100,000 of

deferred earned award could

be swapped into ‘notional

shares’. There are no longer

any Notional NVPO shares in

issue as they were all

converted into cash and paid

to executives during 2016.

Some of the executives

elected to re-invest part of their

net proceeds into NVPO

shares which have been

issued by the Company.

Remuneration Policy for Executive Directors
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Governance

Audit Committee Report
Introduction from Christopher Sawyer,
Committee Chairman
“I am pleased to present the Audit
Committee’s annual report on its activities
during the year. The committee has
considered the applicable provisions of
the various corporate governance codes
and principles, together with the latest
FRC guidance, and is satisfied that its
terms of  reference are in line with them.
The committee has spent considerable
time reviewing the projects undertaken by
internal audit, and has also reviewed the
external audit plans and met with auditors
to ensure that the key areas of  focus
across the Group are included.  The
committee also considered the possibility
of  conversion of  the financial statements
to IFRS and has agreed that an impact
assessment is performed in early 2017.”

Committee attendance

Director Role Attendance 
record

Christopher Sawyer Committee Chairman 4/4

Peter Harvey Non-executive Director 4/4

Objective
The objective of the audit committee is to

ensure the Board has adequate oversight

of the Group’s financial reporting, audit

and internal control functions, together with

compliance with the Group’s risk

management framework.

Governance
The audit committee comprises a

minimum of two members, all of whom are

independent non-executive directors of the

company. Two members constitute a

quorum. Appointments are for a period of

three years after which they are subject to

annual review, extendable by two further

three-year periods so long as members

continue to be independent. 

Any term beyond six years is subject to

particularly rigorous review.

The committee meets at least four times

during the year. The Group Chief

Executive, the Group Chief Financial

Officer, the Company Secretary, and the

Group Internal Audit Manager also attend

each meeting at the invitation of the

committee chairman. The external audit

partner is invited to attend meetings

involving the planning and reporting on the

results of the annual audit. Other relevant

people from the business are invited to

attend meetings as required for the

committee to discharge its duties. The

committee chairman also meets

separately with the external audit partner,

Group Chief Financial Officer and Group

Internal Audit Manager without others

being present.

Whilst there was not an individual member

of the audit committee with both the recent

and relevant financial experience

envisaged by the UK Corporate

Governance Code, the Board considers

that the skills and attributes of the

members, complemented by the

attendance of the Group Chief Financial

Officer, the Company Secretary and the

Group Internal Audit Manager who are all

qualified chartered accountants and

members of the ICAEW, are sufficient to

allow the audit committee to discharge its

responsibilities.  Philip Yea will assume the

position of Chairman of the Audit

Committee effective from 1st April 2017.

Philip will bring both recent and relevant

financial experience to the role.

The committee has unrestricted access to

company documents and information, as

well as to employees of the company and

the external auditors. The committee may

take independent professional advice on

any matters covered by its terms of

reference at the company’s expense. The

committee chairman reports the outcome

of meetings to the Board.

Responsibilities
In accordance with its terms of reference,

the key responsibilities of the committee

include:

• monitoring the integrity of the financial

statements;

• review of the financial statements and

recommendation to the Board for

approval;

• review of the Group’s internal controls

and risk management systems;

• post acquisition/major capital expenditure

reviews;

• review of major contracts;

• review of the external audit plan;

• review of the internal audit plan; and

• review of whistleblowing arrangements

Review of financial statements and
audit findings
The committee reviewed the annual report

and financial statements to ensure that

they are fair, balanced and

understandable, and provide the

information necessary for shareholders

and other stakeholders to assess the

company’s performance, strategy and

business model.  To enhance its review,

the committee considers reports from the

Group Chief Financial Officer and also the

external auditor on the outcomes of their

review and annual audit. As a committee it

supports EY in displaying the necessary

professional scepticism required by their

role.

Misstatements
Management reported to the committee

that they were not aware of any material or

immaterial misstatements made

intentionally to achieve a particular

presentation. The external auditor reported

to the committee any misstatements that

they had found in the course of their work.

After due consideration the committee

concurred with management that no

adjustments were required.
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External audit
During the year the committee received

reports from the external auditor on three

occasions. It also met with the external

auditor without the executive management

being present.

The Group uses a number of reputable

professional services firms or providers

including the external auditor. This

includes the provision of auditing and

accounting services, taxation compliance

and advice, corporate finance assistance,

strategic advice, due diligence on major

contracts and acquisitions as well as

support on technical and human resource

issues. For each discrete project,

consideration is given as to which

professional service provider is most

suitable. This ensures that the Group

continues to receive good quality,

independent advice at competitive rates

from a wide range of advisers.

At the December meeting the Audit

Committee asked the external auditor to

perform an independent review of the

options to develop, enhance and

strengthen the Audit Committee in the

future.

The committee monitored the balance of

audit and non-audit services provided by

the external auditor so as to form a view

on whether independence and objectivity

was being maintained.

Independence and objectivity are assured

through the rotation of the audit partner on

a regular basis, the last such rotation

having taken place in 2010. The

committee, having also evaluated the

performance of the external auditor

remains satisfied with the effectiveness of

the external auditor and, after review, has

recommended to the Board that a

resolution for the reappointment of the

external auditor should be put to the

shareholders at the AGM to be held on 7th

June 2017.

Issue

Long-term contract accounting

Liability provisioning

Goodwill impairment

Inventory provisioning

Revenue recognition

Acquisition fair values 

Assessment

The judgements made in relation to the accounting for long-term contracts are key to the

revenue and profit recorded in each period. In this period the focus has been on the major

complex project and the estimation basis for the expected loss. Working with the Board,

there was challenge of operating management’s analysis of the risks and assumptions,

resulting in further risk weighted provisions being established. The committee monitored this

and other contracts through regular Board updates on contract performance, and, where

required, key individuals from the business attended meetings to provide a deeper

understanding. EY also reported its audit findings on the key judgements used in material

contracts.

Provisions have been established for the major project loss (as noted above), onerous

leases, pensions and other exposures where it is probable that there will be an outflow of

resources. In each of these cases considerable judgement has been applied. The

committee reviewed reports from management, the external auditors and experts (in the

case of pensions) and assessed the appropriateness of the related judgements and

assumptions. 

The key goodwill impairment reviews were in relation to prior acquisitions Marshall Motor

Holdings plc. The key assumptions in the value-in-use analysis largely relate to short-term

profitability projections, long-term growth and the discount rate. In some cases the

realisable value of the business is considered. Where appropriate, provision was made. The

committee reviewed these assumptions and estimates, and discussed them with EY, which

provided a detailed report on its audit findings.

Provisions in all operating sub groups were assessed and discussed to ensure they are

based on reasonable assumptions and a consistency of application. EY also reported its

findings on the appropriateness of the management judgements and related provisions.

The appropriate recognition of revenue on long-term contracts as well as the proper

application of cut off procedures in the Group’s retail operations were reviewed and

assessed. EY also reported its findings on the application of the Group’s procedures and

the judgements used.

Marshall Motor Holdings plc (MMH) fair valued the assets and liabilities acquired in the

Ridgeway acquisition, and updated the fair values for the SG Smith acquisition in the prior

year. The fair values included £58m ascribed to franchise agreements, as valued by an

external valuer. The committee reviewed all the values incorporated by MMH under IFRS to

ensure appropriate for the UK GAAP accounts of the Group by reference to discussions

with management and the external auditors. 

Significant accounting issues considered by the committee in relation to the Group’s financial statements
In the preparation of these financial statements a number of areas required the exercise of management judgement or a degree of

estimation. The key judgement areas considered by the committee in relation to the 2016 financial statements, and how these were

addressed, were:



48

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016

Issue

Financial controls

Operational controls

Compliance

Assessment

• Board approved budgets and business plans for all operating companies

• Monthly results reporting to the Board for all operating companies, with written

commentary including key developments for each business stream

• Organisational structure at head office and operating company level which clearly defines

responsibilities

• Independent internal audit function

• Board approval of significant acquisitions and disposals, tenders and large long-term

contracts

• All Group operating companies have specific, written policies and procedures which

cover all material aspects of their operations. Compliance with these policies is subject to

internal and external review.

• Policies for health, safety and the environment which are enforced across the whole

Group

• Group code of business ethics, Marshall values booklet and a separate anti-bribery

policy in place.

• Detailed matrix across the Group setting out level of authority.

Internal control
The Board has established what it believes is an appropriate control environment. The key features of the Group’s internal

control system are:

Internal audit
The Board maintains its ongoing

commitment to operating an internal

audit function to provide the Board with

relevant, timely and independent

assurance on the Group’s activities.

Marshall Motor Holdings plc also has

its own internal audit function which

reports solely to its plc Board.

The Group internal audit manager has

direct access and responsibility to the

audit committee. Her work is risk

focused, and the areas of audit focus

are determined by a combination of

risk registers and assessments,

discussions held with senior

management and requests received

from the audit committee, the

Chairman or other senior executive

directors.

The committee approved the annual

internal audit plan to be undertaken

during the year and received internal

audit progress reports. The progress

reports summarised audit findings,

management responses and ongoing

internal audit activity within the Group.

The progress reports were reviewed in

detail and contributed to the audit

committee’s view on the effectiveness

of the company’s internal control

framework.

During the second half of 2016, the

committee directed the Group internal

audit manager to focus on ensuring

the financial internal controls were

appropriate and in operation, and this

will continue into 2017.

Risk management
The UK Corporate Governance Code

is in place to help company boards

become more effective and more

accountable to their shareholders.

Among its recommendations is a

requirement for the Board to undertake

a formal annual review of a company’s

risk management system. Under its

delegated authority the audit

committee has responsibility for

undertaking this review on behalf of

the Board. The Group’s risk

management process and principal

risks are set out in more detail on

pages 26 to 29.

During the year, the audit committee

received and reviewed reports from the

Company Secretary, as well as the

internal and external auditors. In the

Board’s view, the information it

received was sufficient to enable it to

review the effectiveness of the Group’s

current risk management procedures,

assessment and internal control

systems.

Governance

Audit Committee Report (continued)
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The directors are responsible for

preparing the Strategic Report, 

the Directors’ Report and the financial

statements in accordance with

applicable law and regulations.

Company law requires the directors to

prepare financial statements for each

financial year. Under that law, the

directors have elected to prepare the

financial statements in accordance with

UK Generally Accepted Accounting

Practice (UK Accounting Standards and

applicable law), including FRS 102 “The

Financial Reporting Standard applicable

to the UK and Republic of Ireland”.

Under Company law the directors must

not approve the financial statements

unless they are satisfied that they give a

true and fair view of the state of affairs

of the Group and of the Parent

Company and of the profit or loss of the

Group for that period. In preparing those

financial statements, the directors are

required to:

• select suitable accounting policies and

then apply them consistently;

• make judgements and estimates that

are reasonable and prudent;

• state whether applicable UK

Accounting Standards have been

followed, subject to any material

departures disclosed and explained in

the financial statements; and

•  prepare the financial statements on the

going concern basis unless it is

inappropriate to presume that the

Group and Parent Company will

continue in business.

The directors are responsible for

keeping proper accounting records that

are sufficient to show and explain the

Group’s and the Parent Company’s

transactions and disclose with

reasonable accuracy at any time the

financial position of the Group and the

Parent Company and enable them to

ensure that the financial statements

comply with the Companies Act 2006.

They are also responsible for

safeguarding the assets of the Group

and the Parent Company and hence for

taking reasonable steps for the

prevention and detection of fraud and

other irregularities. 

The directors are responsible for the

maintenance and integrity of the

corporate and financial information

included on the Group’s websites.

Legislation in the UK governing the

preparation and dissemination of

financial statements may differ from

legislation in other jurisdictions.

Statement of Directors’ Responsibilities 

in Respect of the Financial Statements
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Robert Marshall has a life interest in one eleventh of the income from 2,199,842 Ordinary shares, 6,259,774 NVPO shares, 771,268

8% A preference shares and 577,951 10% B preference shares out of the total referred to above in the trustee column.

Julie Baddeley, Sean Cummins and Philip Yea retire on first appointment and, being eligible, are offering themselves for 

re-appointment as director. Robert Marshall retires by rotation, and, being eligible, is offering himself for re-appointment as director.

The interests of the directors, who were directors of the Company at the date of the approval of the financial statements, in the shares

of the Company at 31st December, 2016 were:

Sir Michael Marshall (Chairman, retired 1st

October 2016)

Alex Dorrian (appointed 26th January 2016, 

Chairman from 1st October 2016)

Julie Baddeley (appointed 1st December 2016)

James Buxton

Sean Cummins (appointed 13th July 2016)

Bill Dastur (retired 30th April 2016)

Steve Fitz-Gerald (resigned 9th December 2016)

Peter Harvey

Robert Marshall

Christopher Sawyer

Sarah Sillars (resigned 1st June 2016)

Philip Yea (appointed 27th September 2016)

Marshall of Cambridge (Holdings) Limited          Registered Number: 2051460

The directors present their annual report, together with the audited financial statements for the year ended 31st December, 2016.

Results and dividends
The Group recorded a loss after tax and minority interests for the year of £16,561,000 (2015 – profit of £13,826,000). On 16th

December, 2016, the Board paid a priority dividend of 2.0p per share on the non-voting priority ordinary (NVPO) shares, together with

an interim dividend of 1.0p per share for both Ordinary and NVPO shareholders. The directors recommend a final dividend of 3.0p

per Ordinary and NVPO share making a total for the year of 4.0p per Ordinary share and 6.0p per NVPO share. In accordance with

FRS 102, the final dividend of 3.0p is not shown as a liability in the financial statements as it has been proposed after the balance

sheet date and will be included in the financial statements for 2017. Preference dividends on the A and B preference shares

amounting to £744,000 were paid in the year.

Research and development
The Group continues to be committed to research and development, especially in its aerospace and defence businesses, in order to

maintain a competitive position in all its markets (see note 5 to the financial statements).

Post balance sheet events
The financial statements take into consideration events occurring between the year end date and the date of their approval by the

Board of Directors, as indicated on the balance sheet.

Directors
The following served as directors of the Company during the year ended 31st December, 2016 and up to the date of signing except

as stated otherwise:

James Buxton

Alex Dorrian

Robert Marshall

Christopher Sawyer

As trustee
7,260,390

-

29,500

-

Beneficially
-

-

205,900

-

Beneficially
-

10,000

270,763

115,749

As trustee
20,768,010

-

373,167

-

Beneficially
-

-

-

-

As trustee
2,402,000

-

60,666

-

Beneficially
-

-

-

-

As trustee
1,801,000

-

28,333

-

Ordinary Shares 

of 12.5p each

NVPO Shares 

of 12.5p each

8% preference 

A shares of £1 each

10% preference 

B shares of £1 each

The interests of the directors, who were directors of the Company at the date of the approval of the financial statements, at 1st

January, 2016 were:

James Buxton

Robert Marshall

Christopher Sawyer

As trustee
7,260,390

29,500

-

Beneficially
-

205,900

-

Beneficially
-

57,983

109,275

As trustee
20,768,010

373,167

-

Beneficially
-

-

-

As trustee
2,402,000

60,666

-

Beneficially
-

-

-

As trustee
1,801,000

28,333

-

Ordinary Shares 

of 12.5p each

NVPO Shares 

of 12.5p each

8% preference 

A shares of £1 each

10% preference 

B shares of £1 each

Directors’ Report

Marshall of Cambridge (Holdings) Ltd

Annual Report & Accounts 2016

Directors’ and officers’ liability insurance
The Company has continued to effect directors’ and officers’ insurance in respect of all the directors of the Company and its subsidiary

undertakings. 
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Fixed assets
The Group invested £75.8m (2015 - £64.0m) in new fixed assets and investments and a further £96.7m (2015 - £22.0m) in new

businesses. Certain of the Group’s freehold property interests were reclassified from own use to investment properties as a result

of being let to third party tenants. These were formally valued for the first time as at 31st December 2016 and together with the

Group’s other existing freehold investment properties which were revalued by the directors, at 31st December 2016, resulting in

a total valuation of £13,989,000 (2015 - £13,755,000). A revaluation surplus of £2,282,000 (2015 – £791,000) has been taken to

the income statement and non-distributable reserves. Other tangible fixed assets’ details and movements can be found in note

14 to the financial statements.

Social policy
The Group takes its responsibilities to its employees, customers and shareholders seriously, as well as its wider social

responsibilities. The Group has a policy of not making donations to political groups, parties or individuals, but has a positive policy

of supporting, selectively, charities and organisations which benefit either the communities in which the Group operates or the

industries in which the Group works.

Charitable donations
The Group made charitable donations of £147,000 (2015 - £191,000) during the year.

Political contributions
There were no political donations in either year.

Future developments and risk management
The Group Strategic Report gives further details on future developments and the Group’s risk management framework, as set

out on pages 4 to 37.

Governance
Governance reports are set out on pages 38 to 49.

Going concern
The Group’s business activities, together with the factors likely to affect its future development, performance and position are

described within the Strategic Report on pages 4 to 37. Included within this, the financial position of the Group, its cash flows,

liquidity position and borrowing facilities are described in the Financial Review on pages 30 and 31 whilst the principal risks and

uncertainties facing the Group are set out in the Strategic Report and specifically on pages 26 to 29. The Group is diversified

across a number of customers and suppliers across different industries and the directors believe the Group is well placed to

manage its business risks successfully. The Board has reviewed the latest budgets and forecasts for the Group and, as a result,

the directors have a reasonable expectation that the Group has adequate resources to continue in operational existence for the

foreseeable future. Accordingly, they continue to adopt the going concern basis of accounting in preparing the annual financial

statements.

Disclosure of information to the auditor
So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information,

being information needed by the auditor in connection with preparing its report, of which the auditor is unaware. Having made

enquiries of fellow directors and the Group’s auditor, each director has taken all the steps that he/she is obliged to take as a

director in order to make himself/herself aware of any relevant audit information and to establish that the auditor is aware of that

information. This confirmation is given and should be interpreted in accordance with the provisions of S418 of the Companies

Act 2006.

Auditor
A resolution to re-appoint Ernst & Young LLP as auditor will be put to the members at the Annual General Meeting.

BY ORDER OF THE BOARD

Sarah Moynihan

Group Company Secretary

28th March, 2017

Marshall of Cambridge (Holdings) Ltd
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Parent Company 

Group
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Impairment testing

Motor retail CGUs 
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Financial assets at fair value through the income statement

Financial liabilities measured at fair value through the income statement

Financial liabilities measured at amortised cost

Bank loans and overdrafts
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2016 Performance Award

IPO Performance Reward
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IPO Restricted Share Award
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Terms and conditions of transactions with related parties 
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