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M.K. ELECTRYC LIMITED

Report of the Directors

for the 52 weeks ended 26 March 1988

1 The directors prescnt herewlith the audited accounts for the 5! weeks ended
26 March 1988,

Drincipal activitles

2 The principal activities of the company are the manufacture of electric
gnd electronle commection, control and circuit protection equipment,

Raview of busgine uture development

3 Both the level of business and the year end L£inancial position were
satigfactory and the directors expect that the present level of activity
will be sustained for the foresecable future.

buring the year the company acquired controlling interests in a Yest
German company and Lts Dutch subsidiary for a consideration of £7,150,000.
Furthexr details of this acquisition are set out in note 9.

4 An interim dividend of £18,000,000 way pald duving the year, It is
proposed that the retained loss of £8,376,000 be transferred to reserves.

Eixad asance

5 Tho company spent £6,970,000 on plint and other fixed assets during the
period, The policy of tho cowpany is to rewvalue frwechold and leagehold
proparty every five vesrs, the last valuntion having been undextaken in
1986, 1ln the opinlon of the directors, ths current open markst value on
an exlsting use basis of the froehold and leasehold propexty exceeded the
amount of £8,758,000 at which they are inciuded in the belance shest at 26
Mareh 1988 by approximatoely £830,000,

Dixectors

6 The directors of thu company at 26 Mareh 198B wore as follows:-
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R.F, Leverton {Chalrman)

M.J, Dowuabt {Managing Directoy)
J.W, Bloomfiunld
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Directors' interegts
7

The interests of the directors of the company, other than those who are
also directors of the intermediate holding company, MK Electric Group ple,
in shares or loan notes are as follows:-

At 26 March 1988 At 28 March 1987
The RTZ Corporation PLC MK Electric Group PLC
Loan Notes Ordinary Shareg of 25p
J.W. Bloomfileld £46,256 2,598
G.R, Carr - 1,381
N.A. Couter £ 6,195 885
A.  Goodfellow £ 4,893 669
W.H, Hickman-Flttex £ 6,230 890
D.G. Rance £ 9,296 1,328
R.W, Wiggp - 1,180

Thore have been rno changes in the above - archoldings since 26 March 1988,

No director had any matorial interest during the period in any contract
significant in rolatlon to the company’s businoss.

Reaonzeh.and. devolopront
8 Thoe company places great emphasis on rosearch asnd developmont activities to

maintain L€s positlon as market lsadex in the sector of the electrical
industry in wvhieh 4t oporatos. In sccordance with accounting policies,
costs ralating to theso activities totalling £3,36],000 (1987 -
£3,138,000), have been eharpged againat the profit for the pexiod.

The eompany recoegnises the lmpnrtanes of employeo conmunications including
briofing mestings, lousa journals and ewployee eonsultative committees.

A companywido inesntive sehema axists to vihance enployee awarencss of the
importance of thair eontribution Lo the company’s sffleiency and to share
in the benafits achiaved,



Empl¢ yment of disabled pexsons

10 The company's policy and practice is to encourage and asslst the employment
of disabled people, their recruitment, training, career development and
promotion, and the retentlion of employees who become disabled. The
operation of this policy is reviewed regularly.

Close company provisiong
11 As far as the directors ara aware, the close company provisions of the
Income and Coxporation Taxes Act 1970, as amended, do not apply to the

company. Thoere has been no change in this respect sineaz the end of the
financial period.

Audltors

12 A resolution to reappoint the auditors, Coopers & Lybrand, will be proposed
at thoe annual general mecting,

BY ORDER QF . : BOARD

Lot

Scerotary
17 June 1988



Report of the auditors tu the members of
M.X., ELECTRIC LIMITED

We have audited the accounts on pages 5 to 17 in accordance with approved
Audiring Standards.

In our opinien the account:s give a true and fair view of the state of affairs of
the company at 26 March 1988 and of its results and source and application of
funds for the 52 weeks then ended and comply with the Companies Act 1985.

,: Cotlo ”"V-

Chartered Accountants
IMIDON, 17 June 1988




M.X. ELECTRIC LIMITED

Profit and loss account
for the 52 weeks ended 26 March 1988

Turnover
Net operating costs

Trading profit
Interest payable

Profit on oxdinary activities
before taxation

Tax on profit on ordinary activities

Profit on crdinary activities aftar
taxation

Dividend paild

Retained (loss)/profit for the period

STATEMENT OF RETAINED PROFITS
Retained profits at 28 March 1987
Retained (Losa)/profit for the period

Trangfer from rovaluatlion raserve

Ratainad proflty at 26 March 1988

Tho policios and notes on pages 8 to 17 form part of these accounts.

Audicors' Raport -~ page 4,
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52 Weeks
1988

£'000
102,341
(84,972)

17,369
(4,707)

12,662
(3,038)

9,624

(18,000)

(8,376)
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13,565
(8,376)

5,189

52 Weeks
1987

£/000

92,222
(78,416)

a—

13,806
(3,888)

r——— | —tbin s

9,918

(4,045)

5,873
(1,830)

4,043

9,222
4,043
300

13,565
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M.K, ELECTRIC LIMITED

Balance Sheet - as at 26 March 1988

FIXFD ASSETS

Tangible assets
Investments

CURRENT ASSETS

Stocks
Debtors
Cash at bank and in hand

CREDITORS: Amounts falling
due within one year

NET CURRENT ASSETS
Total assets less current
ligbilities

CREDITORS: Amounts falling
due after more than one yoar

PROVISIONS FOR LIABILITIES
AND CHARGES

CAP1TAL AND RESERVES

Called up share capital
Rovaluation regorve
Profit and losg account

Notes

W Lo

10
11

12

13
14

15

e Y e e

1988

£/000

19,102
22,909
462

42,473

(29.674)

£'000

30,291
7,150

37,44),

12,799
50,240

(36,458)
(550)

13,232

901
7,142
5,189

13,232

A ks St S

£/000

15,950
16,615
4,729

37,294

(19,010)
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1987

£'000

27,462

27,462

:
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(23,038)
(1,100)

21,608

S P ————_—

901
7,142
13,565

21,608

The Accounts were approved by tha Board of Directors on 17 June 1988 and are

signed on its behalf by:-

Aided . D e

DIRECTORS

e A
The policies and ndtes on pagas~8 to 17 form part of these accounts.

Auditors’ Report - page 4,



M. X, ELECTRIC LIMITED

Statement of source and application of funds

for the 52 weeks ended 26 March 1988

SOURCE OF FUNDS

Profit on ordinary activities
before taxation

Adjustment for item not
involving movement of funds:

Deprecilation

Total E£rom operations
Funds fzom other sources!

Sale of tangible fixed assets

Total sources of funds
APPLICATION OF FUNDS

Tax paid
Purchase of tangible fixed assets
Investment in Limited partnership

(INCREASE) /DECREASE IN WORKING CAPITAL

Stocks
Debtors
Trading account with rolated company
Creditors fulling due within one year

Nat fundsg(absorbed)/panerated
Hovement. in financing atrangements

Amount due to Group companloes
Cash at bank and in hand
Dividend paid

3,872

16,534

269

16,803

(5,285)
(6,970)
(7,150)

(2,602)

(3,152)

(5,946)

(348)
4,838

(4,608)

(7,210)

Sl Yol M. e I Pt

(13,420)
(11,790)
18,000

(7,210)

The policies and notes on pages B to 17 form part of these accounts.
Auditors' Report - page 4,

b, 124

14,042

723

14,765

(6,215)
(#,245)

4,305

2,682
1,658
660

(536)

4,464

8,769

" i Sl i

2,500
4,439
1,830

8,769
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M.K. ELECTRIC TLIMITED

Accounting Policies

General

All accounting policies are consistent with those applied in the previous year.
Historiecal cost convention

The accounts are prepared under the historical cost convention, with the
exception that properties are included at a valuation.

Foreipgn currencies

Assets and liabilities in foreign currencies are translated into sterling at the
rates of exchange ruling at the balance sheet date. Gains and losses on
exchange are included in the profit and loss account.

Turnover

Turnover reprosents net sales to customers excluding value added tax.

Tangible fixed asgets

Frechold property and property held on long lease are revalued professionally on
the existing use basis at five yearly intervals, the last valuation having taken
place as at 29 March 1986, The surplus on tevaluation is credited to the
revaluation reserve. Plant and other fixed assets are shown at cost less
accumulated depraclation.

Depreciation

Depreclation is provided on a straight line basis caleculated to write off the
grogs book value of the asssts over their useful lives. Depreciation is
provided on all fixed assets apart from land. The average life expectancies
used in computing depreciation charges for the maln catepories of assets are as
follows:

Years
Freehold buildings 50
Proporty held on long lease 50
Plant: and machinery 10

Daferred taxation

Provigion is made for deferred taxation at the expected rate of corporation tax
in the years in wilch the tax llability 1s expected to arise. No provision is
made fox amy tax feduction which s expectod to coutinue foxr the foreseeable
future, The full potential liability and amounts provided are set out in note
14,




Research and pevelopnment

Expenditure on research and development 18 charged to yevenue as incurred,

Stocks

The basis of stock valuation is the Lower of cost, computed on the 'first
in first out! basis, and net yeallsable value. Inn the case of finished
stocks and work in progress cost comprises material and direct laboul
costs with an appropriate addition for manufacturing overheads.

Peqsigp.Fugding

Contributionsa te the M.K. Pension Tund are charged ageinst profits.

The fund is reviewed Tegularly py actuaries and the rates of
contribution are adjusted based on thelr advice.

Leasing

Payments under operating leases are charged vholly to the profit and loss

account in the year in which they arc ipeurred, 7There are mo significant
assets held under finance leases.

Invggtments

Investments held as fixed assets are gtated at cost.




M.K., ELECTRIC LIMITED

Notes to the accounts

Turnover

1. A geographical analysis of turnover is as follows:-

United Kingdom
Middle East
Far East
Africa

Other

Net operating costs

2. Net operating cogts are made up as follows:-

Chango in stocks of finilshed goods and work in
progross

Own work capitalisged

Raw matorlials and consumablos

Other external charges

Employas costa (aca noto 5)

Daproclotion

Trading profit
3. Trading profit is stated after charging:-

Auditors’ remunoration

Hire of plant and machinexy
Dapreciation of tangible Eixed asscts
hirectors’ emolumants (see note 4(a))
Employea share scheme

Operating laase rentals for

land and bulldinpgs

TR e R e T i

1988 1987
£/000 £/000
88,341 78,257
7,964 3,483
2,241 1,729
719 787
3,076 2,966
102,341 92,222
1988 1987
£1000 £1000
(2,415) 2,035
(360) (198)
33,434 25,099
13,553 13,922
36,888 33,434
3,872 4,124
84,972 78,416
£1000 £4000
53 49

38 65
1,872 4,124
419 373
850 633
452 475



M.K, ELECTRIC LIMITED

Notes to the accounts - continued

Directors' amoluments

4, (a) Directors’ emoluments comprise emoluments (including pension
contributions) for management services.

() Particulars of directors' emoluments (excluding pension
contributions), are as follows;-

1988
£/000
Emoluments of the chailrman Nil
Emoluments of the highest pald director 57
Number of directors (excluding those above)
whose emoluments were within the ranges:-
NiL to £5,000 Two
£15,001 to £20,000 Nil
£30,001 to £35,000 Nil
£35,002 to £40,000 Nil
£40,001 to £45,000 Two
£45,001 to £50,000 Two
£50,001 to £55,000 Two

Employvee lnformation

1987
£'000

Nil

49

Two
One
One
Two
One
Two
Nil

5.{a) The average number of persons employsd by the company (including

oxecutive directors) during the year was 3,425 (1987 - 3,420).

All of those wero based in tho United Kingdom.

Ramunoration of senjor omployesas which £all within

Nil

£1000

29,466
2,227

1,741

the following range: 1988
£30,001 to £35,000 One
(b) Employment costs of all employeas included above:-
1288
£000
Gross wages and salaxies 32,49)
Employer's natlonal insurance 2,537
Employor’s pension contyibutions undex
the company penzion schama 1,860
36,888

33,434




M.X. ELECTRIC LIMITED

Notes to the accounts - continued

Interest payable
g, 1988 1987
£000 £000
Interest charges levied by the holding
company 4,394 3,798
Interest payable to fellow subsidiary Company 113 90
Othex interest 200 -

4,707 3,888

fax on profic on oxdinary actlvities
7.  The tax charge Ls based on the profit on ordinary activities for the
year and comprlses:-
1088 1287
£'000 £/000
United Kingdom corporation tax at 35% 3,588 4,445
Defiorred tax credit {5350) (400)

3,038 4,045

The tax charge for the year has baen reduced by Group ralief received free of
chagjse,




M.BE., ELECTRIC TLIMITED

Notes to the accounts - continued

ad

Cost or valuation
{see below)
At 29 Maxrch 1987

Expenditure
Disposals

At 26 March L988

Depraeciation
At 29 March 1987

Charge fou year
Dlsposals

At 26 March 1988

Not book
value at
26 Maxch 1988

Revaluod asgabs:

sets

Freehold
proparty

£000

8,583

388

-

8,971

129
132

261

o ot

8,710

Ravalusd assats dneludad above
Original cost and depreciation
whiek would huve bosn saleulatad

theraon

Inereage dus to revalustion

Property
on long

Leasa
£'000

50

50

o

£1000
8,633

3,575

Lo acmmomnrel)

5,058

Tt ety e oo

Plant
and
mac ar

£'000

43,797

6,582
(812)

49,567

24,838

3,739
(543)

28,034

21,533

AT N e

Donreclation

£1000
(250)

{1,210)

950

PRSI AT TR VT Amemay e ¢

3
i*]
x4
m
=

£000

52,430

6,970
(812)

58,588

24,968

3,872
(543)

28,297

30,291

Net book
yalue

£/000
8,373

2,365

6,008

1o b bbrsemerslmst i
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M, K. ELECTRIC LIMITED

Notes to the accounts - continued

Fived Assets : Investments

9.
£1000
At 28 March 1987 -
Additions 7,150
At 26 March 1988 7,150

During the year, MK Electrie Limited and another pgroup company acquired the
entire izsued share capital of Esser Sicherheitstechnik OmbH and Klaus Esser
Nederlands BV through a West German limited partnership, MK Electric GmbH & Co
KG, Under the partnership agreement, MK Llectric Limited is entitled to receive
substantially all of the profits of the partnership. Esser Sicherheltstechnik
GmbH, which 1s incorporated in West Germany, and Klauas Esser Nederlands BV,
which is incorporated in the Netherlands, manufacture fire detection and
Intruder security products,

Stocko
10. 1988 1987
£'000 £/000
Raw materials and consumables 1,981 1,244
Work in progross 9,033 7,972
Finished goods and goods for resale 8,088 6,734
19,102 15,950
Dobtory
11, 1988 1987,
£/000 £4000
Trade debtoxs 19,293 13,187
Amounts owed by fallow subsidiarioes 516 86
Trading account: with related sompany 1,343 995
Othor debtory hh9 308
Prapayments an¢d acerued Iincome 1,208 2,039
22,909 16,615

All the above nmounts are due within one year of the balance sheat date,
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M.X. ELECTRIC LIMITED

Notes to the acecounts - continued

Greditors: amounts falling due within one vear

12. 1988 1987
£'000 £7000

Bank loans and overdrafts 7,523 -
Trade creditors 9,768 5,554
Amounts wwed to fellow subsidiaries 1,510 1,551
Taxatlon and soclial security (see below) 9,404 10,767
Accruals and deferred incoma 1,469 1,138
29,674 19,010

The cred!tor for taxation and soclal security includes UK corporation tax
payable amounting to £4,791,000 (1987 - £6,488,000).

Crod HI e
13, 1268 1987
£2000 £/000
Amounte due tio Group companies 36,458 23,038
14, Defexred Taxation
£7000
At 28 Mareh 1987 1,100
Credit to profit and loss ascount (550)
At 26 March 1988 550

R iyt i e S



M.X. EILECTRIC ILIMITED

Notes to the aceounts - continued

The provision for deferred taxation and the full potential liability are

as follows:-

Tax at 35% on the
excess of capltal allowances
over depreciation

Tax that would arise on the
disposal of properties at thoelr
revalued amounts

Tax at 35% on short term timing
differonces

Salled yup_ share capital
15,
Authoxisnod;

1,500,000 shures of £1 cach

Allotitad, callod up and fully pald:

900,605 ghares of £1 eath

1988
Full
Provision potential
pade 1iability
£7000 £/000
268 5,114
- 594
282 282
550

5,990

134,
Full
Provision potential
made 1iability
£/000 £7000
1,100 5,598
- 1,492
- 602
1,100 7,692
1988 987
£'000 £7000
1,500 1,500
201 901
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M.K, ELECTRIC LIMITED

Notes to the accounts - continued

Commitments and contingent liabilities

16. (a) GCapital expenditure 1988 1987
£7000 £:000
Contracted but not provided in 1,319 1,334
the accounts
Authorised but not yet contractad 834 784
Approved in principle but subject
to gpeclific authorisation 7,000 5,250
9,153 7,368
(b) Pensions

Most employees of the company are covered by the M.K. Pension Fund
which 18 centracted out of the state scheme, Fntry to the Fund is
voluntary for employces aged over 21 and with six months service. The
Fund is Ffinanced by contributions (partly from employees and partly
from the eamploying company’ at ratec based on advice from Iindependent
actuaries. Pensions are pald on retirement based on the contributor’s
flnal salary and number of years of eorvice.

The latest actwarlasl valuation as at 5 April 1986 showed that the
valus of aseuts of the Fund wae adequate te cover the benefits of
current bonoficlavies and doferred pansions for current contributors
on a digcontinuancse basis, The assots of the Fund are independent of
the Group’s f£inances

(c¢) Dank borrowing facilitios

The company has glven gueranteoes Iin respect of certain of the banking
facilities of the M.K., Blactriec Group. ‘Thare was £437,000 outstanding
on these facilitias at 26 Mareh 1988,

Oparating. Leass. Coumlimenty

17, At 26 March 1988, the company was vommitied to maling the Lollowing
payments during the next yeay in respsct of property operating leaces:-

1988 1987
£1000 £1000
Loasey which expire
within one yeay 8 .
within 2 « 5 years 165 165
aftay 5 yenrs 279 279
452 1A

Ultindte holding. ¢ompany

18, The ulti{rate holding company is The RTZ Corporation PLC Incorporated in
Great Britain.

Auditor’s Report - Page 4



