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HENRY HARGREAVES & SONS LIMITED

DIRECTORS* REPORT

FOR THE YEAR ENDED 31 DECEMBER 1988

The Directors pPresent their annua} report on the affaiys of the Company,
together with the accounts and auditors’ report, for the year ended 31
December 1988,

PRINCIPAL ACTIVITY ayp BUSINESS REVIEY
Turniover rose by £2,653,728 during the vear, Profit on ordinary activitieg

before taxation reduced by £676,445,

RESULYS AND DEVIDENDS

Resvlts, dividends and recommended Eransfers from Feserves are as follows .

Retaired profit as 31 December 1937 £ ~
Profit for the financial year 420,285
Transfer frnm.revaﬁuation TeRerve 3,415
Bividends ~ imterim proposed of £13.53 per ghare (423,701)
Retained profit ar 31 Decenber 1948 £ -

e

Ine proposed interim dividend ig payable %o shareholders on the register at 33
Pececber 1988.

DIRECTORS AND THEIR INTERESTS
The Directors who served durinsg the year were -~

Mr I T Cameron Chairman — Appointed 17 June 1988
Mr D B Peanison

Mr K Crana

Mr K W Bags

Mr K E Dyer

Mr B G Ward
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The Directors, other than those who are also directors of the ultimate holding

company, beneficially held the following number of 10p shuzes in the capital
of Senior Engineering Group plc ~

31 December 1438 31 December 1987

Name ' ; ‘ Shares Options  Shares Options
Mr K Crane " - 35,000 - 35,000
Mr K W Bass - 35,000 - 35,000
Mr K E Dyer - 35,000 - 35,000
Mr B G Ward : - 35,000 ~ - 35,000

These options were granted on 30 September 1987 at 69p per share.

The Directors have no other. .nterests reguired to be disclosed under Section
235 of the Companies Act 1985.

FIXED ASSETIS

Information relating to changes in tangible fixed assets is given ip Note 10
to the accounts. ‘

DISABLED EMPLOYEES

Applications for employment by disabled persons are always Fully considered,
bearing in mind the respective aptitudes and abilities of the zpplicant
concerned. In the event of mexbers of staff becoming disabled every effort is
made to easure that their employwent with the Company continues and that
training, caceer development and promotion of disabled persons should, as far
as possible, be identical with that of ather svployees.

EMPLOYEE CONSULTATION

Ihe Company places copsiderable walue on the involvement of [ts employees and
bas centinued its previouws practice of keeping them informed on matters
affecting thew as amplayees znd op the various factors affecting the
performance of the group.

AUDITORS

The Birectors will place a resolutfon befere the annual general meeting to
re-appoiant Arthur Andersen & Co. as auditors for khe ensuing vear.

BY ORDER OF THE BOARD

Lord Street T

Bury

Lancs

BL9 GRG -
X E Dyer

15 March 1989 Secretary ’



ARTHUR ANDERSEN & Co.
Bant Hotse
9 CHARLOTTE SFRELET
MancHEsSTER M1 4EU

To the Members of BENRY HARCREAVES & S0NS LIMITED

We have audited the accounts, set ocut On pages 4 to 16, in accordance with

approved Auditing Standards.

In our opinion the accounts, which have been prepared under the historical

cost caonvention as modified by the revaluation of land and buildings, give a
crue and fair view of the state of affalrs of the Company at 31 Uecember 1988
and of the profit for the year then ended, and comply with the Companies Act

1985.

The zccounts do not contain & Statement of Source and Application of Funds 2s
required by Skatement of standard Accounting Practice Ho.10.

(s Qadersen € ©.

15 March 1989
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HENRY HARGREAVES & 30NS LIMITED

 PROFJL_AND LUSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 1988

TURNQVER

Cost of gales

GROSS PROFIT

Qther gperating exgevses
OPERATING PROFIT
Interest payable

PROELIT QN ORDIMNARY ACTIVITIES
BEEGRES TAXATION

Tas an profit en crifnar; zotivities
PROFIT 7o THE FIMNASCIAL YHaR
RETAINED RROFTIY, begiining of year
Transfer from revelvition resenve
DIEVFOENESS

RETAINED ¥REOFIT, ead of yaor

Notes

17

e
Db
o0
00

|

£15,700,076
(13,682,100)

SOl Pl £ i O A ot P

£ 2,017,976

£ 654,532
£ 654,532
(234,247)
€ 420,285
3,46
£423,701)
E -

REZELER SRR

48

e g

{See Hote 2)

"\‘

£13,046,348
(10,238,934)
£ 2,807,414

(1,209,437)

£ 1,597,977
(267,000}

O P Ol A e g PO 2l P T

£ 1,330,977
t467,189)

R T - s B Bl S O M P

£ 863,788

3,416
{867,7204)

o e o

The zccompenying notes are an integrail part of this profit and lcss account.




HENRY HARGREAVES & SONS LIMITED

BALANCE 'SHEET ~ 31 DECEMBER 1988

Notes 1988
FIXED ABSETS N
Tangible assets o 10 £ 1,490,446
CURRENT ASSETS
Etocks 11 £ 1,206,861
Debtors 12 7’825’377
Cash : 8,871

P YO PR R s Y e

£ 9,071,109
CREDITORS: Amounts falling due

198
(See Note 9)

£ 872,548

D Pt v g P e e v e e B

£ 887,393
5,241,017
45,629

£ 6,174,039

within one year %3 (4,404,576) (4,645,A47)
NET CURTENT ASSZTS £ 4,666,533 € 1,528,392
TOTAE ASHITS LESS QURRENT LIABILITIES £ 6,162,979 £ 2,400,940

CREDITORS: Amounts £alling duc after
more tham one year 34 (5,210,391) (1,950,000)
EROVISION FOR LIABILITIES AND CHAKGES 15 £65,000) (63,009)
NET ASSETS ' £ 887,538 4 387,940
' STE NN E TN NSRS LS

CAPITAL AN RESEBVES

Called~up share capfital o1 £ 31,317
Share premium account 17 3159
Revzluation reserve 17 763,145
Other regerves ( i/ 89,987
TOTAL CAPITAL EMPLOYED £ 887,588

SERmEImEEy

SICNED ON BEHALF OF TRE BOARD
e gff// .

K. Crane :

)
J Directors
K.E. Byer ) - ":. 44 ?(—\
' [ LN

15 March 1989 j

¥
;

The accempanying notes are an integral part of this balance

-, i
Tk

£ 15317
3,159
253,477
89,987

£ 387,940

srESooomnE

sheet .,




HENRY HAPGREAVE® & SONS LIMITED

NOTES TO ACCOUNTS ~-— 31 DECEMBER 19088

L. STATEMENT JF ACCCUNTING POLICIES

A summary of the Company's prinecipal accounting policies all of which have
been applied consistently thicughout the wear and with the preceding year,
after restating the comparative information for the change of accounting
policy for long term comntracts, is set out below ~

a)

b}

c)

Basis of eccounting

The accounts are prepared wnder the historical cost convention
modified to include the revaluation of land and buildings.

Tangible Eixed assets

Freehold land and buildings are shown at original historical cost or
valuation, less accumulated depreciation. Other tangible fixed
assets are shown at cest lecs accumuwlated depreciation.

Depreciation is provided at rates calculated to write off the cost or
velugtion, less estimated residii value, of each asset on a
straight-iine basis over its expected useful 1life, ss follows:

Freehold buildings - 2% per annum
Leasehold Bufldings - Gver the period of the lease

Elant and machinery - 16% —~ 25% per annum
and metor vehicles

Frofits or Losses cu the disposal ef tangible fixed asgets are
included in the calculation of operating profit.

Stocks, other than leag term contracts

“,

Stacks, sther thaza iong term contracts, are stated at “he lower of
cost zod et sealizable value.

Tost incurred im Brimging each product to its present location and
condition is baser om ~ :

Raw materizis - Purchase cost on a weighted average
basis, including transport.

Work~in-pregress - Cost of dirsct materials and labour

anl finfshed zoods plus an appropriate proportion of
manefacturing overheads based on normal
levels of activity.

T
Net realisable value is based on estimated normal selling price less
f-;rther costs expected to be incurred to completion and disposal.

-6 -




d)

A S s N2
GRS SRR A e N

Provision ig made for obsolete, 8low-moving or defective items where
appropriate,

Taxarion

Corporation tax payable {g Provided on taxable profits at the current

Provision ig vade for deferred taxation using the liability methog,
Deferred tax ig provided on timing differences which will probably
reverse, at the rateg of taw likely to he in foree at the time of
reversal. Deferred tax Is not provided on timing differences which,

Pension cogp o7

It is the general pelicy of the Company to Fund pension 11abilities »
on the advice of external sctusries » by payments to independent
managed funde, Payments made to the funde gpg charged in the
accounts comprige cecrent and past service contributiopn,

Endependens actuaring valuaticns on g going concern bagie are carried
Pub every three years and asy necessary adiustment is made ro funding
rates. The pension CORts cherged represent centributions payable in

Regsearch apc éevelopment

Costs are eharged spatnse Fevense in the veay in which they are
incurred,

Turnever amd leng temm contracss

Tirnover, except chab for long term contracts, compriges the external
gcles value of work inveiced during the Year, exclyding digcounts ang
szlen L’mg.

Turnover on Iong term coatracts and relatea long term contract
balances are accounted for fn eonplisnce with Statement of Standarg
éccml:iug Folicy Mo. o {revised) ag described belpy. Thig
represents a change in accounting policy from Previous years when
Sutnover on long cerm COnkraces represented the external sajeg valuye
of work fnveiced during the year and long terp contract balances
fncluded attributable profieg, The effect of the change ip
accquating policy is $awm in Note 9.

Turaover an long term contracty represents the 8ales value of work
conpleted during the year. The related Costs are matcheg with thig
turmgver resuiting in ihe réportiag of attributable profig
proporltionate ko the centract activity, A1l Ynown or anticipated
Losses are Erovided for i fuil a5 soon as they 2re foreseen.




n) Source and Appli

Ze

3.

i} Leases

A H

A WP AN

Net costs incurred in excess of amounts tyansf
are classified as leng term contract balances.
in excess of amounts billed are classi
contracts and included in debtors.
revenues recognised to date are deducted from re
contract balances with any residusl balance bein
paymenks OB account and jncluded in ereditors.
balances are stated at enntract cos
transferred to cost of sales, foreseeable losses,

accouﬂbc
cation of Funds

No statement of Source and Application of Fund

the Company is part of a group and, in
it would not be meaningful in viev of the 8

the movement of funds ip de

The Company enteérs in.0o operating leases as descrine

Assats held under operating lease
sheet.

SECMENT INTORYATION

gonrributions to turnover By geographic

14938
128 £15,508,366
Quersess 191,710
£15,700,076
mzmnuasg
OTHER OEERATING EHEENSES
Pther aperating ENpEnICS comprise -~
1988
Distribution costs £ 162,513
236,989

Selling and marketing costs
922,659

Administrative cosLE
Research and davelopment costs

¢ are not reported in th

A 8 P S e T
b A ’%“l‘.ﬁf’ S S S A T G TR,
7

erred ta cost of sales
Revenues recognised

fied as amounts recoverable on

Amounts billed in excess of

lated long term

4 classified as

Long term contract

t incurred less amounts
and payments on

s has been prepared as
the opinion of the Directors,
ignificant extent to which

rermined by the holding company.

4 in Note 19,

2 balance

al ares were as follows ~

1987

£13,042,180
£13,046,348

5$5==f-===ﬁﬂ

1987

£ 106,527
210,605
847,245

45,060

b o i A e

£ 1,209,437

11—
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INTEREST PAYABLE

No interest was charged on the loan from the holding ecmpany in 1988 (1987 i ; :"f{}),}:i{,p
~ £267,000), i

Vet

S0

PROFiT ON ORDINARY ACTIVITIES BEFORE TAXATION

S
, * .#?aﬁm:

Profit on ordimary sctivities before taxation is stated after charging -~ %ﬂﬁw@@%yﬁ?,‘

R

1988 1987 it ﬁi;é-“-_"ﬂ”;"'f

fAd i) it el . Ir rgi

Depreciation of tangible fiued asscts £ 168,517 £ w4462 oty

Auditors’ remuneration 21,950 24,900 %ﬁ[

Staff costs (see Note 6) 6,260,328 5,291,480
R R TR EREEERE ISFARER

S'AFF (0575 I

I

Particulars of employee costs (including executive directors) are as shown ; ﬁ‘zﬂiiﬂéé:uﬁf

below — o {’fﬁﬁ"r’q”#’uyg

1988 1987 b n il

. e

Wages and salaries £ 5,755,363 £ 4,057.554 e

Social security costs 443,199 369,071 T
gther pensios costs 62,246 55,055
£ 6,260,828 £ 5,291,680
f o dodo bt dod 2 od g EEEERERESIN

The average weekly nunber of pecsons employed curing the year was as

follows -~

1988 1987

Number Mumber

erployed employed
Production 484 450
pisrribotion 14 12
Selling and marketing 23 20
Administeation 16 1o
537 £L98

Directors" remuneration -~

The Company pald the foliowing remuneration to Directors -

1988 1987
Management remuneratiecn including
contributions to peasion schemes £  143.469 £ 154,406

it e et i et it ot it e st e s e 2o ot e
SRS EEmEEERT ImRESTESRRESS



In addition, the emoluments of a Director who is also a director of other
group companies were paid wholly by Senior Enginegring Group ple. It is
not practicable in this case to- determine the proportions of such

emoluments which are attributable to services to the Company.

However,

the total emoluments for this Director are disclosed in the accounts of

Senior Engineering Group plc.

The Directors' remunerstion paid by the Company, excluding pension

contributions, included ~

Chairman

Highest~paid Director

bt

Other Directors received emoluments (excluding pensions and pension

contributions) in the following ranges ~

ENEL -~ £ 5,000
£25,001 -~ £30,000
£30,00f ~ £35,000

TEX ON BROFIT ON ORDINARY ACTIVITIES

1988
Humber

1
3

WEST

—
Mo
]
-1

Numbey

I

H N =

1]

The tax charge £6 based on the profit for the year and comprises -

UK genoration tax at 35%
Deferred tazation

DIVIDENDS

Interim prop'sed of £13.53 per share

(1987 — £27.69)

- 10 -

1988

£ 232,247
2,000

A T 0 YT o P B Al

£ 224,247

BMBSESDTIRNTIE

988

423,701

ST ERRISERE RS

1987

£ 457,189
19,000

e gk pr e s g e ., st

£ 467,189

£ B67,204

DEERESNEREE




ALY
W,

As Previously
digelosed Adiusiment As _adjugted
MW

Turnover £13,038,203 ¢ 8,145 £13,046,348

Cost of gales (10,230,789 (8,145} (10,238,934)

Gross profit £ 2,807,514 ¢ - £ 2,807,414

5““3‘:&7‘!.‘:3-’55 ::xs:m::zzzu:r.: :5::51‘-2:’-‘4:::

Long term conkracts @

‘vab plus attributsble

profit lees foreseeable

lonses £ 3,305,281 £(3,305,281) g ~

Legs : Progeess payments .

received and reseiveble (2,17%,661) 2,178,661 ’ ~
ENERROR LWL R R T A M i Ros ==

Arounts recoverable an
¢ontraces £ ~ E 1,126,620 £ 1,128,520

R Z IR ST BTN R A SR T

- 11 -




10. TANGIBLE FIXE" +SSETS

a) The movement of tangible fixed assets during the year was as follows -

Showt Plant and
Freehold land leasehold machinery and
and buildings improvements motor vehicles Total

COST OR VALUATION -~
Beginning of year |

Cost £ 185,517 £21,024 £1,676,132 £1,882,672 g

Valuation 455,000 -~ - 485,000
Additions - 3,489 - 289,146 292,635
Disposals - - (14,798) (14,798)
Revaluation adjustment 325,894 - - 325,994 ]
End of ycar £1,000,000 £21,026 £1,950,480 £2,971,504
DEPRECIATICH ~
Begiuning of year £ 166,156 £21,024 £1,314,209 E1,501,389
Pieposals - - (12,351) (12,351)
Bevaluation adjustment ({177,070} - - (177,070}
End of year £ - £21,024 £1,458,461 £1,480 85
NET ROOK VALUE ~
End of year £1,000,000 £ ~ £ 490,019 £1,491,019

oo f o Fafer oo BEREERT ZesRRISRoRST

Loose plant and tools

at vaination 5,427

£1,496,446

8} The freehold lend and bufldings were revalued on 31 Decembsr 1988 on
an exfsting-use, open market besis by Chesterton, chartered surveyors
and property consiltaats.

c} Original cast,*énd deprecfation bkzsad on cost, of land and buildings
included at vsluation comprise -~

1988 1987
Original cost £ 443,274 £ 254,268
Depreciztion based on cost (206,399) {98,025)
£ 236,875 £ 156,243

4) The depreciable amount included in freehold land and buildings at
31 December 1968 amounted to £750,000 (1987 ~ £494,512).
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The following are included in the net book value of

Raw materiaig and cousumables
WOrk~in~progress

12, DEBTORS

k3.

The following are

'

ST

1988

£ 867,515
339,346

P e v it e s g

£ 1,206,861

;:==zzm=x:z=z

dncluded in the aet book value of debtorg ~

2}  Due within one year;:
1488
Trade debrors £ 4,461,556
Amsun&s':eccwezable O wontracts 2,944,654
Amgunes owed by fellov~subgidiaries i1,251
Value added o £6,570
Cther debrors 78.637
Prepayments 98 ,LB7
£ 7,661,185
b}  Bus sfter ope vedrs:
Irade debtore 164,192
£ 7,825,377
- mm::m::
CREDITORS: AMCUNTS FALLING DUE MITHIN ONE YZAR

The £ollowing amaunts

year -

Paygents recefved in azdvance Af
“ork-in-progress

Irade creditors

Amounts owing ta ftolding company

dmornts owing to fallow subsidiaries

Corporation taw payable

Social security and PAYE

Other creditors

Accruals ang provisiong

- 13 -

1988

E -
2,490,712
767,335
96,125
489,680
331,973
13,347
215,404

S k1t ek o ot .. g

£ 4,404,576

Bt 0t et T
e S T

stocks -

e Y P 18 Ao s g

£ 5,069,410

171,607

T . i s it S

£ 5,241,017

i e a——
—~aR TEmmmies

ére incleded in creditors falling due within one

1987

£ 28,512
1,621,559
268,782
1,351,780
801,995
272,544
8,768
291,707

i it o .ot e e s



14. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

The following amcunts are included in creditors falling due after more
than one year -

1988 1587
Amount owed to holding cnmpanf, not
repayable by instalments £ 5,210,391 £ 1,950,000
EREERRESRER SRR T RSSEARNE

Senior Engineering Group ple has no inteution of ceeking repayment of the
1oan within the next tweive months and accordingly che balance owed to the
holding company has been treated as a2 non current liahility.

Interest of ENil (1987 ~ £267,000) has been charged on the lozn from the
holding company.

15, FROVISION FOR ELIABILITIES AND CHARGES
s} The provision for liabilities and chargez comprises deferred
ravation. Deferred taxation provided in the balance sheet, cogether
with the Full potential lishility, is as follows - .

1988 1387

e -

Full potential Full potential
Liabiltity Provided liability Provided

Ancelerated capital

allovences £ 78,600 £ 79,000 £ 85,000 £ 85,000
Short-term timbng
diffecences (14,000) (14,000) {22,000) (22,000)

Potentizl capital
gaing on revalueed
properties 180,000 - 91,000 -

et

£ 265,000 &£ 65,000 £ 154,000 £ 63,000

SRR I IR S A -y S dniide. g =g S s|ZEmEEmITS

b} The movement on deferred taxation conpeises ~

1988 1937
Beginn.ng of year £ 53,000 £ 53,000
Brofit znd loss account 2,200 10,000
End of year £ 65,000 £ 683,000
-t = A=t

16. CALLZD-UP SEARE CAPETAL

Allottad and

Authorised fully-paid
1988 1987 1988 1987
Qrdinary shares of £1 each £ 50,000 £ 50,000 £ 31,317 £ 31,317

-1h -

-



17. RESERVES

The movement on reserves during the year was as follows -

Profit Share

and loss premium Revaluation gther
account - aecgounk regerve reserves
Begining of year £ - £3,189 £263,477  £89,987
Profit for the fimaneial . ;
. year . 420,285 - - -
Revalustion surplus
{see Note 10) : - - 503,064 -
Transfer to profit and
loss sccount . 3,416 - (3,416) -
Bividend proposed
(see Note 8) (423,701) - - -
End of year £ - £3,159 . £763,125 £89,987
' AT ATS por AT EREmTRES PSSP Pt
18. CAPITAL COMMETIMENTS .
At the end of the ysar capical comritments were ~
1988 1987
Centracted for g 44,632 £ 205,953
suthorised but not contracted for 423,196 14,542
% 467,828 £ 220,455
BRI O I B o o o e Mo ERSETSERR

15, GUA

al}

b)

TANTEES AND OTEER FINANCIAL COMMITMENIS

The Comrany i85 8 grarantor
fLoen Sioak 19%1/%6 created un

Tivat Supplemental
Supplerental Trugh

Engineering Orodp

The fompany jeases certain land an

on short: *~rm leases.
huildings -cases was €5F 064 (1987 - £59,150).

The net ann

for £1,184,94i of 9.6 per cent Unsecured

der a Trust Deed dated 21 April 1972, a
Trust Deed dated -6 October 1972 and z Second
Tleed dated B October 1983, nade between Senior

t+ and Alliance Assurance Company Limited.

d buildings aad plant and machinery
uzl rental oo the land and
The rents payable

under these leases are subject to rensgotiation at various intervals

specified in the leases.

and repairs on these properties.

- 15 -

The Company pays zl} insurance, maintenance

=TI, T
CrO o
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c)

The minimum annpual Eentals;under the foregoing leases are as follows:

e 1988 1987 ,
Land and Plant and Land and Plant and
Buildings machinery Buildings machinery

On operating leases expiring

- within one year £ - E - £ - £ -
~ within twe to five years 10,250 - 10,250 -
~ after five vears 45,850 4,565 56,850 4,565

ot o b e b ot i o o -

£56,100 £4,565 £67,100 £4,565

F3=1-1—d-1-4=1 mmERRET = L=
Pension arrangements

Substantially all of the Company's employees are members of gr.oup
pension schemes. Contributions to schemes to provide adequate
funding are based upon rates advised by professional actuaries. They
undertake regular revaluations and contritiutions are finvested by the
trustees in mansged funds,

The amount chrrged in the profit and loss account for the pension
costs of the Company was £62,246 (1987 - £55,055), This reflects the
benefit of employer contribution bolidays.

20. ULTIMATE HOLDING COMPANY

: The ultimate holding comgmiy is Senlor Engineering Group ple, incorpovated
in Great Britaim.

- 16 -
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NOTICE oF ILLEGIBLE bocC UMENT

ON THE MICROF ICE RECORD

Companics Heuse regress that the microf;

tehie record for 1, sOmpany contatn some
documents whick are illeginte

The poor qua; ity Fas heen Aated, but unfortuatefy steps fiken (o improve them weye
unsHeccssiul.

Contpanies House v itld tke to #pofogies for any inconvenience his sy eanse,
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