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M.X, ELKCTRIC LIMITED

Report of the Directors
for the year ended 31 December 1989

1 The directors present herewith the audited accounts for the year ended
31 December 1989,

Principal activities

2 The pxincipal activities of the company are the manufacture of electric
and electronic comnection, control and circult protection equipment,

Review of business and future developments

3 Trading profit for 1989 at £6,790,000 compared with £10,278,000 for the 40
weeks to 31 December 1988 and profit before taxation reduced to £2,863,000
{60 weeks to 31 December 1988 - £7,300,000), High interest rates had an
adverse impact on construction activity and encouraged distributors to
de-stock, Company profits were reduced through lower sales volumes and
£2,737,000 of redundancy costs necessary to adjust production capacity in
line with market demand, With this improvement in production organisation
and cost base, the company is well placed to improve performance in 1990,

Rividends and Xeserves
4 An interim dividend of £6,000,000 (£5.45 per ordinary share) was paid

during the year. It is proposed that the xetained loss of £5,044,000 be
trangferred to ressrves.

RDirectors

5 The divectors of the company during the year ending 31 Decenmber 1989 were
a5 follows!-

J.W, Ray {Chaitman, appointed 12 May 1989)
M.J, Dowsett (Hanaging Director)

J.W. Bleomfiold

G,R, Carr

N.A, Couter

B.R, Edwards

A, Goodfallow

B, Race

M, Snowball (appointed 28 February 1989)
R.W. Wiagg

R.F, Laverton, resigned on 12 May 1989, D.C. Rance, resigaed on 28
February 1989,




Diyectors’ terests

6

The interests of tne directors of the company, other than those who are
also directors of the intermediate holding company, Pillar Electrical PLC,
in shares or leoan notes are as follows:-

At 31 December 1989 At 3] Decemhsr 1988
The RTZ Corporation PLC The RTZ Corporation FIC

Loan Notes Loan Notes
J.W. Bloomfiald £26,256 £46,256
N.A. Couter £1,057 £6,195
A. Goodfellow £2,639 £4.,893
R.W. Wigg £8,260 £8,260

There have been no changes in the above holdings since 31 December 1989.

No director had any material interest during the period in any contract
significant in relation to the company'’s business.

Regeatch aud development
7 The company places great emphasis on research and development activities to

maintain itg position as market leader in the sector of the electriecal
industry in vwhich it operates. In accordance with the accounting
pelicy, coets relating to these activities totalling £5,413,000 (40 weeks
to 31 Decomber 88 -~ £3,354,000), bhave been charged against the profit for
the perilod,

Bnpleyes communications and invelvement

The corwpany recoguises the importance of employoe communications including
briefing meetingn, house journals and employee consultative committees.

A profit related pay schamo exists to anhance empleyee awareness of the
importance of their contribution to the company’s efficiency and to share
in the benefits achievad,

Employment of digabled pexsons

9

The company’s policy and practice is to encourapge and assist the employment
of disabled people, thelr reooruitment, training, career development and
promotion, and the retontiion of employses who become disabled. The
oparation of this poliey is raviewad ragularly,
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Auditorsz

10 Oux auditors Coopers & Lybrand are {n the process of mexging their practice
with Deloitte Has%ins & Sells and in the meantime have adopted Cocpers &
Lybrand Deloitce ac thelr business nams. They have signed the auditors’
report in their new name. A resolution to reasppoint Coopers & Lybrand
Deloitte as the company’s auditors will be proposed at the annual general
meeting.

BY ORDER OF THE BOARD

(-
ot

Secretary

Shrubbexy Road
Fdmonton
London N9 OPB

28 February 1990




Report of the auditors to the members of
MK, ELECTRIC TIMITED

We have audited the accounts on pages 5 to 18 in accordance with Auditing
Standards,

In our opinien the accounts give a true and fair view of the state of the
company's affalrs at 31 Decomber 1989 and of its yesults and source and
application of funds for the year then ended and have been properly prepared in
aceordance with the Companies Act 1985.

Cobas Ofpnr Yebiore 7

Chatrtorad Accountants
LONDON, 28 Fobxuatry 1990




M. X, ELEGTRIC LIMITED

Profit and loss account
for_the veayr suded 31 Necember 1989

Turnover
Net operating costs

Trading profit
Interest payable

Profit on oxdinary activities
before taxation

Tax on profit on ordinaty activitics

Profit on ordinary activities after
taxation

bividend paid

Rotained (loss)/profit for the peried
STATEMENT OF RETAINED PROFITS

Rotainod profits at 31 Ducomber 1988

Rotalnod (loss)/profit for the poriod

Rotainod profits at 31 Dacombor 1989

DNotes

Mo =

Year to

31 December 89

£/000

105,264
(98,676)

6,790
(3,927)

2,863
(1,907)

956

(6,000)

(5,044)

£1000
15,048
(5,044)

10,004

b s s sl S P

40 weeks to
3] Pecember 88

£000
81,230
(70,952)

10,278
(2,978)

7,300

2,559

9,859

£2000
5,189
9,859

15,048 |

P vk s .

The policles and notes on papes 8 to 18 form part of these accounts.

Auditors’ Report = page 4,



M. K, ELEGTRIGC LIMITED
Balance Sheaf -« as ar 3] December 1989

Notes 1989
£:000 £'000
FIXED ASSETS
Tangible assets 8 30,411
Investments 9 9,335
39,747
CURRENT ASSETS
Stocks 10 20,497
Debtoxs 11 18,141
Cash at bank and in hand 8,608
47,246
CREDITORS: Amounts falling
due within one year 12 (25,120%
NET CURRENYT ASSETS 22,126
Total assets less current 61,873
liabilities
CREDITORS: Amounts falling
due after more than one yoax 13 (23,460)
PROVISIONS I'OR LIABILITIES 14 (366)
AND CHARGES [
28,047
CAPITAL AND RESERVES
Called up share capital 15 1,101
Share premium account 15 19,800
Fevaluation resetrvae 7,142
Profit and losy account 10,004
38,047

[ e

19868

£1000

20,293
28,587
2,697

51,577

£23.469)

£'000

31,245
7,223

38,468

28,108
66,576

(43, 300)

(185)

23,091
901

7,142
15,048

23,091

At el WA sy

The Accounts wera approved by the Board of Directors on 28 Februaxy 1980 and are

gignasd on Lty behalf by:-

r&i‘lu;}[, , })a::gﬁi;_ g

DIRECTORS

The policles antl notes on pages 8 to 18 form part of these accounts.

Auditors’ Report - page 4.



M. K, BLEGIRIG LIMITED

Statement of source and application of funds

for the year ended ) December 1989

SQURCE OF FUNDS

Profit on ordinary activities
pefore taxation

Adjustment for items not
involving movement of funds:

Peprecistion

Total from operatlons
Exchange differences

Funds from other sources:
sale of tangible fixed agsots

fncrease in share capital

rotal sources of funds
APPLICATION OF TUNDS

Tax raecelvod/(pald)

purchase of tanpible fixod uBsRLSH
Investment in limited partnexship
{avestment in ralatad coppany

CENGREASE)/DEOKEhSE 18 WORKING CAPITAL

Stocks
Dabtoysd
Trading account with related company
eroditory £alling due within one youax

Net funds geﬂerated/(absombed)

Amounts due to Group companles
Cagh at bank and in hand
pividend pald

The policiss and notes on pages § to 18 form

suditors’ Heport - page k.

Year to

3L ber 1989

Decem
£

1000

2,863

4,822

e ———

7,685
(1,318)

232

20,000

26,599

4,227
(h,220)
(7959

25,811

e e

{204)
6,425

(134)

{91)
5,996

Inbilimeshate gyl -3

31,807

Jmaatr ot gt i it

22,008
3,799
6,000

o il

31,807

mw

part of these accounts.

40 weeks to
31 December 1 8
£7000 ,

7,300

3,430

10,730
280

188

-

A eT——————

11,198

(7,119)
(4,572)
(158)
{195)

P p————

(846)

st e St

(1,191)
(429}
(391)

(1,747

I ——— A
(3,75

U

{4,604)

P

{7,567)
2,963

b ———r——

(4 ,6058)
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M.K. ELEGTRIC LIMITED

Accowmting Policies
General

All accounting policies, except that relating to pension costs are consistent
with those applied in the previous year.

Higtorical ecost copvention

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

Asgets and liabilitles in foreign currencies are translated into sterling at the
rates of exchange ruling at the balance sheet date. Galns and losses an
exchange in respect of revenue transactlons are included in the profit and loss
account, Where forelgn currency borrowings are usged to finance overseas
invaatmente, exchange differences arising on the retranslation of these
investments at the balance sheet date are token to reserves and offset against
the exchange differences arieing on the related foreign currency borrowings.

aURnoYes
Turnovery reprosents not sales to customers oxcluding walue added tax,

Tongible fixed asscts

Fraohold propoxrty and property held on long lease was revalued professionally on
the axisting use basis as at 29 March 1986. In accordance oith the policy of
tha ultimate holding company it is not propesed to carry out a revaluation in
tha fututa, “The surplug on revaluation has beon credited to the revaluation
resorve, DPlant and other fixad asgots are shown at cost less accumulated
depreciation.

Dapreciation

Deprociation 1# provided on a straipght line basis calculated to write off the
groso book valua of tha assets over thelr useful lives. Depreciation is
provided on all fixed agsets apart fxom land. Tha average 1ife expectancies
used in computing depraciation charpges for the maln categories of assets are as
follows:

Years
Frashold buildings 50
Property hold on long leaso 50
Plant and machinexy 10
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Deferred gaxation

Provision is made for deferred taxation at the expected rate of corporation tax
in thu years in which the tax liability is exwpected to arise. No provision is
made for any tax reduction which is expected to continue for the foreseeable
future,

esearc W ment

Expenditure on research and development is charged to xevenue as incurred.

SEOQKQ

The basis of stock valuation is the lower of cost, coumputed on the ‘first
in first out’ basis, and net realisable value, In the case of finished
stocks and work In progress cost comprises material and direct laboux
costs with an appropriate addition for manufacturing overheads.

Bennion Cogts

The expected cost of penslons in respect of group defined bensfit pension
schemes in which the company participates is charged to the profit and less
account g0 ag to spread the cost of pensions over the service lives of employees
in the schemes. Contributions are based on pension costs across the group as a
whole. Varjations from the regular coat are gpread over the axpected remaining
sarvice lives of curront amployces in the gchemes. The ponsion cost {s assessed
in accordance with the advics of qualified sctuaries.

This is a changoe of accounting policy following adoption of SSAP24 this year.

In pravlous yoars, the charge to the profit end loss account was the actual
amount of contributions made by the employer to the achewes, Ihe effect of this
change 48 sot out in note 5.

Leaeine

Payments under oporating lesasas are chatrged wholly to the profit and loss
account in the year in which thay are lneurred. <Thers are no sipnificant
assots hald undor finance leasss.

Investments,

Investments hald as [ixed assets are statad at cost,




M.K, ELECTRIC LIMITED

Notes to the dccountg

Tu;ngve;

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

31 _December 13848

Unilted Kingdom
Middle East
Far East

Other

Bet operating cogts

2. Net opaerating coats are made up as follows:-

Year to

£7000
91,924
5,737
2,357
5,246

105,264

S ek sy i Y it iy

Yeayr to

£7000

Change in stocks of finishod goods and work in

progrove
Own work capitalised

Row materials and consumablag
Other extarnal charges
Employee couts (wee note 5}
Dopraciation

Other operating charges

Irading vrofiy

3. fTrading profic is stated aflvey charging: -

Auditors’ remunaration

Hire of plant and machinary
Depraciation of tangible £ixed a886ts
Directors' emoluments {868 note 4(a))
Employss profit sharing schames
Opoxating lesse ventals oy

land and hulldings

Management charga

Reduridancy costs

(258)
{L,3586)
33,664

Yaaxr to

£7000
52

56
4,822
445
485

781
1,620
2,737

40 weeks to
31 December 1988
£7000
65,114
6,639

2,270

3,207

81,230

L

40 weeks ro
2
£10060

{1,136)

(950)
26,529
3,915
29,680
3,430
g9,484

R T Y

70,952
i A i b

40 weeaks to



M.K. ELECTRIC LIMITED

Notes to the accounts - continued

Divrectorg! emoluments

4, (a) Directors’ emoluments comprise emoluments (including pension

contributions) for management services,

(b) Partilculars of directors’ emoluments (excluding pension
contributions), are as follows:-

Yeax to
31 December 1939
£'000
Emolumonts of the chalrman Nil
Emoluments of the highest pald director 60
Number of directors (excluding those above)
whose amoluments were wlthin the ranges:-
Nil to £5,000 Two
£10,001 to £15,000 One
£25,001 to £30,000 Nil
£30,001 to £35,000 Nil
£35,001 to £40,000 Nil
£40,001 to £45,000 One
£45,001 to £50,000 Two
£50,001 to £55,000 Three

Empleyves infoxmation

40 weeks to
31 December 1988

£'000
Nil
39

Two
Nil
Two
Three
Two
Nil
Nil
Nil

5,(a) Tho average number of persons cmployed by the company {including
executive directors) duxing the period was 3,217 (40 woeeks to 31 December
1988 ~ 3,413). ALl of those omployoss wore based in the United Kingdom.

Remuneyation of senior employaas which fall within

the following tanges: Yoar to
E1000
£30,001 to £35,000 Ten
£35,00% to £40,000 One
(b) Employment: coats of all employaes included above:-
Year Lo
£7000
Grosy wages and salaries 34,808
Employex's national insurance 2,841
Employer’s pension contributions undex
tha company pension achems 1,788
Holfare and employee amonitles 745
Redundancy Coats 2,737
42,919

A

40 yesks to

£/000

Nil
Nil

40 weaks to

“»

Al Drcenbex 1988

£/000

26,622
2,163

421
474

29,680
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Notes to the accounts - gontinuaed

The total pension cost for the company was £1,788,000. The cost ig after a
credit of £855,000 attributable to the amortisation of pension fund surpluses
which are being spread over the average remalning service lives of current
employees, Contributions made tn pension schemes in 1989 amounted to £2,488,000
and this is the amount that would have been charged to the profit and loss

account had it not been for the change in accounting policy following the
adoption of S5APZ4, .

Year to 40 weeks to
289 31 December 1988
6. £4000 £/000
Interest charges levied by the holding
company 3,251 2,636
Intercst payable to fellow subsidiary Company 72 91
Other interest 604 251
3,927 2,978
Iax.on profit on ordinary activicion
7!
Year to 40 weeks to
L4000 £7000
United Kingdem corporation tax baged on
the profit for tha Year at 359 1,724 3,168
Group rolief receivable for nil coneideration . (1,584)
A e g 24 A ——
1,724 1,584
Raduction raflocting intra-group arraggements - {1,154)
ACT surrendered for nil consideration by
Pillar Eleatyical PLC - {2,626)
Tranwfer from defarted taxatlon at 35% (1988-3, 58) {281) (365)
Ro«statoment of opaning deferred tax balance 462 .
Oversead tagatein 2 2
1,907 (2,559
LT et i




C 11T
Notes to the accounts ~ continued

In accotrdance with the taxation arrangements within The RIZ Corporation PLC
Group, the chatrge for current taxation in 1988 was reduced to 9.5% of caxable
profits. These ayrangements, which terminated ac che beginning of 1989,
recognised that there would be either a payment for Group relief at the rate of
g.5% o¢ a surrendexr of unrelieved Advance Corporation Tax by the ultinate
holding company for nil consideration. The re-statement of the opening deferxed
cax balance at 35% is reflected above.

ible d Assets
8, propexrty Plant
Freehold on long and
property Lnase machinexy Total
£1000 £7000 £'000 £r000
Cost or valuation
(gce helow)
At 31 December 1588 8,971 50 53,459 62,480
Expenditure 17 - 4,203 4,220 .
Pisposals - - {606} (606)
At 31 Decamber 1989 B,988 50 57,056 66,094
AR i pua———__ e
popreclation
At 31 DecombeX 1988 366 2 50,866 31,235
Charge for period 136 L 4,685 4,822
hisposals - . (374) (374)
At 31 Decomber 1989 502 i 35,177 15,693
e L et s e L
Mot book
ralue €L
31 Dacephor 1969 8,485 46 21,879 30,411
¢ it i et ey il S hind il it o e e L




M

ECTRIC LIMITED

Notes to the accounts - continued

Revalued assets:

Net book
Grogs Depreciation value
£000 £:000 £/000
Revalued assets included above B,633 (502) 8,131
Original cost: and deprecilation
which would have been calculated
thereon 3,575 (1,340} 2,235
Increase due to revaluation 5,058 838 5,896
Fixed 56 : Tnvestmen
g,
Investment Investment
in limited in related
nership company Total
: £1000 £' 000 £1000
At 31 Decomber 1988 7,028 195 7,223
Additlons 795 - 795
Jxchange movoment 1,318 - 1,318
At 31 Deocember 1989 9,141 195 9,336
a)  Investment fn limited parinexship

b)

The investment in limited partnership comprises the interest »f MK Electric
Limited in a West German limited partnership, MK Electric GubH & Co KG.

The other partner le another group company. Under the partnership
agroamont, MK Eloctric Limited is ontitled to recelve substantially all of
tha profits of the partnership.

The principal subsidiary of the limited partnership is Hsgar
51icherholtstachnilk GmbH, which is ineoiporated in West Germany. Esser
Sicharheitstechnil GmbH, manufacture fire detesctlion and intrudex
socurlty products,

A fureher investmont of £795,000 was made in the linmited partmership during
the poriod,

Inveatment Ar.xelated company

The company holds 22,5% of tha sharve capital of Hawa - MK Electrical
Accensoried Company Limited, which is Incorporated in Saudi Arabia,
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M,K,. ELECTRIC LIMITED
Rotes to the accounts - continued
Stocks

10.

Raw materials and consumables
Work in progress
Finished goods and goods for resale

Debtorxs
11.

Trade debtors

Amounts owed by fellow subsidiaries
Amounts owed by related companios
Other debtors

Propayments and accrued income

UK coxporation tax roecoverable

[y
O
(2]
\fe ]

l‘

| ac]
[
=
o

1,982
6,144
12,371

20,497

1989

£/000

13,270
1,319
1,868

470
1,214

18,141

e i T

Tneluded in prapayments and gccerued income are prepaid pension contributions
of £700,000 (19868 - £N{1), For further details geo note 5.

All the above amounte are due within one year of the balance sheet date.

Creditors; aweunts. falling dys within one.yedx

12.

pank loasns and overdraktts
Trade oraditors
Amounts owad to fallow subaldiaries

tavation and sceial security (see below)

Accrualy and deferrad income

1989
£1000

8,907
7,229

170
6,145
2,069

25,120

IR b P,

1288
£1000

6,795
10,265
2,571
3,067
771

]

23,469

WP A 2

The ereditor for taxation and soncial smeceurity includes UK corporation tax

payable of £1,431,000 (1988 - £Nil)
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I all‘. LMTD
Notes to the accounts - continued

Creditors: amounts falling due after more than one vear

13.
1989 1988
£'000 £:000
Anounts due to Group companies 23,460 43,300
Provigions for liabillities and charges
14, Deferred Taxation
£:000
At 31 December 1988 185
Deferred tax rate adjustmant 462
Credit to prnfit and loss account (281)
At 31 Decembor 1989 366

The provision for deferred taxation and the full potentisl liabllity are
ays follows:-

1989 1988

Full Full
Provision potential Provision potential
1

lighildey made  1ldobility
£/000 £'000 £1000 £:000
In rospect of accaleratad capital
allowances, 573 4,468 679 4,841

In respect of shovt torm timing
differences. {207) (207 (32) (32)

Advanced Corporation Tax to be
surrendaraed by the ultimata

holding company for niil consideration . . {462) (3,435)
366 4,261 185 1,374
ikl drutol e il b R wak v nd et i S’y b= ARt N




L 1¢ LIMITED

Notes to the accounts - continued

In 1988 the provision in the accounts and the full potential 1iability were
arrived at uging tax rates which were 25% less than the expected future rate
of Corporation Tax in anticipation of the surrender of unrelieved Advance
Corporation Tax by the ultimate holding company for nil consideration.

Called up share capital

12.
1989 1988
£/000 £:000
Authorised:
1,500,000 oxdinaxy shares of £1 each 1,500 1,500
I A - e
allotted, called up and fully pald:
1,100,605 ordinary shares of £1 each 1,101 g0l
(1988 - 900,605 shares) et B

Duxing the year the company igsued 200,000 ordinary shares of £1 each at a2
consideration of £100 a share giving xise to 2 share premium reserve of
£19,800,000.

ngmiymgn;menisaumdnganﬂ_lishiligiﬁﬁ

16. (a) GCapltal.gxaendituxe

1,983
£4000 £1000
contracted but not provided in
the accounts 1,380 1,283
Authorlsed but not yet contracted 288 648
Approved in principle but subjoct
to speclfic authorigation 12,852 9,273
14,520 11,204
(b) Penslops

tha company partlelpates in two group poenaion schemes in the UK. These
schomas are of the dofined benefit type, The assets of the schemos
are held in separate trustee administered funds, The dotails from the
most resont aatusrial valuations, which ware carried out as at 3t
pocamber 1588, are diselosed in the accounts of The RTZ Corporatlon PLC,
the ultinate holding company.
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(c¢) Bank boryowi cilitie

The company has given guarantees in respect of certain of the banking
facilities of the Group. There were no outstanding liabilities on
these facilitlies at 31 December 1989,

Qperating lease commitments

17. At 31 December 1989, the company was committed to making the following
payments durlng the next year in respect of property operating leases:-

198% 1938
£/000 £/000

Leases which expire
within 2 - 5 yeats 257 260
after 5 years 454 309
711 569

U o

18, The ultimate holding company 1s The RTZ Corporation FLC incorporated in
Great Britein,

Auditor’s Report - Page 4




