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Notes

Dated 20 September

Any member entitled to attend and vote at the Meeting convened by the above Notice may appoint
one or more proxies to attend and vote instead of himvher The proxy need not be a member of the
Company A form of proxy 1s enclosed and to be valid, 1t must be lodged at the offices of the
Company’s registrars, Capita IRG plc, The Registry, 34 Beckenham Road, Beckenham, Kent BR3
4TU together with the power of attorney or written authonty, 1f any, under which 1t 1s signed (or a
notarially certified or office copy of such power or wntten autharity) not less than 48 hours before
the time fixed for the Meeting The appoiwntment of a proxy does not preclude a member from
attending and voting at the Meeting

Pursuant to Regulation 34 of the Uncertificated Secunines Regulations 1995, the Company specifies
that only those members registered 1n the register of members of the Company asat 1100 am on 4
December 2007 shall be entitled to attend or vote at the Meeting 1n respect of the number of shares
registered in their name at the ime  Changes to entnes on the relevant register of securities after

11 00 am on 4 December 2007 will be disregarded 1n deterruning the nights of any persen to
attend or vote at the Meeting

A statement of the share transactions, if any, of each director up to and including 20 September
2007 and copies of their contract of services, where applicable, are available for inspection at the
registered office of the Company during usual business hours on any weekday (Saturday excepted)
unti] the date of the Meeting and shall also be available at the place of the Meeting for at least 15
minutes prior to the Meeting and until the conclusion of that Meeting

2007

Repustered office
Brentwood House
169 Kings Road
Brentwood

Essex

CM14 4EF
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Amstrad plc

Chairman’s Statement !

Financial Results

The Group reported a profit before tax of £16 9m (2006 £20 2m) on sales of £68 8m (2006 £91 7m) The
earnings per share were 14 6p (2006 18 4p)

As the Group has been generating sigmficant levels of cash over the last few years, £30m of cash was
returned to shareholders on 8 December 2006 by way of a special dividend of 32p per ordinary share and a
normal final dividend of 4 5p per ordinary share The company also paid an intenim dividend of 2 5p
{2006 2 5p) per ordinary share on 13 Apnl 2007

Following payment of these dividends, the Group’s net assets have reduced to £36 Om (2006 £56 3m} As
at 30 June 2007 the Group had cash of £27 6m (2006 £56 4m)

Review of Activities

Qverall, set top box volumes were lower than a year ago wath the mevitable downward pressure on the |
selling price of more mature products being largely countered by cost reductions achieved through re-
engineering and manufacturing and component cost reductions

The primary function of the Hong Kong business 1s to act as a local support for the manufacture and
admimistration of the dehvery of satellite products for the UK business It also designs, manufactures and
sells audio products to the US and European markets The business managed to report a modest profit
despite a sigmficant reduction n sales reflecting the very competitive audio market

In the previous financial year all remaming stocks of the e-mailer were sold to retailers and 1n this financial
year a further 18k units were bought and registered by consumers bringing the total registered since the
mtial launch of the product to 511k The installed base of e-mailers continues to generate significant
usage revenue for the Group from e-mail, internet access, sms, downleading of ringtones and advertising
Based on the figures for June 2007 usage, this equated to an annualised revenue figure of £5 3m

Outlook |

The broadcasting industry 15 increasingly moving towards high defirution television and we continue to
work on developing HDTV set top boxes and HDTV PVR boxes We started delivery of HDTV boxes in
June 2006 and deliveries of an HDTV PVR box are due to commence shortly We are also in the final
stages of developing a new PVR box

On 31 July 2007, Sky Digital Supplies Limuted, a wholly-owned subsidiary of British Sky Broadcasting
Group plc, made a recommended cash offer {(with a loan note alternative) for the entire 1ssued and to be
1ssued share capital of the Company

On 5 September 2007, the directors of Sky Digital Supplies Limited announced that all of the conditions of
the offer had been satisfied or waived Accordingly, the offer was declared unconditional 1n all respects

On 7 September 2007 the directors of Sky Digital Supphes Limuted announced that as valid acceptances
had been received 1n respect of more than 90% mn value and voung rights of the Company’s share capital
Sky Digital Supplies Liruted would commence sending notices to non-assenting Amstrad shareholders
implementing the procedures set out 1 the Compames Act 2006 to acquire compulsonly those Amstrad
shares which haye-not assented to the offer On the same date 1t was announced that an application would

made to the Lisgng Authonty for the de-listing of Amstrad from the London Stock Exchange with
\=-\ § Obtober 2097

3]y

Alan Sugar
Chairman
20 September 2007




Amstrad plc

Corporate Governance

The Board 15 accountable to the Company’s shareholders for good governance and this statement describes
how the relevant pninciples of governance were applied to the Group 1n the year to 30 June 2007
Throughout the year ended 30 June 2007 the Company has been in comphiance with the code provisions
set out n Section 1 of the Combined Code on Corporate Governance 1ssued by the Financial Reporting
Council in July 2003 except for the following matters -

. The roles of Chairman and CEQ are combined and undertaken by Sir Alan Sugar which the Board
considers 15 appropriate given the entreprencurial nature and size of the Company,

. The Company does not have a separate Normumations Commuttee as the Board beheves that given
the size of both the Company and the Board, this role should be undertaken by the Board as a
whole, and

. The Board has adopted an informal approach to evaluating the individual performance of directors,

Board Commuttees and the Board as a whole and as such does not strictly comply wath the
Combined Code’s requirement for a formal evaluation process

The Board

The Board 1s responsible to sharcholders for the proper management of the Group The matters
specifically reserved for decision by the Board include -

Setting and monutoring Group strategy,

Approving the annual budget and any major capital expenditure or divestmment projects,
Reviewing trading performance duning the year,

Reviewing the Group’s systems of internal control and nsk management,

Approving the terms of reference of Board Commuttees,

Approving appomntments to the Board and the appomtment of the Company Secretary, and
L Approving Directors’ remuneration and the remuneration policy for the Company

® & & & 8

As at 30 June 2007 the Board consisted of five executive directors and three non-executive directors On
appointment to the Board each new appomtee 1s required to stand for election at the next Annual General
Meeting following their appointment In addition, one third of the Board retires by rotation at each Annual
General Meeting with every director seeking re-election at least every three years The names of
individual directors are set out on page 8 During the year to 30 June 2007 the non-executive directors
were considered by the Board to be independent of management and free from any business or other
relationship which could materally interfere wath the exercise of independent judgement The Board had
designated Mr ] E Samson as the semor non-executive director  The terms and conditions of
employment of the non-executive directors are available for mspection at the Company’s registered office
and at the Company’s Annual General Meeting

The roles of Chairman and CEQ are combined and undertaken by Sir Alan Sugar which the Board
considers appropriate given the entrepreneunal nature and size of the Company Sir Alan Sugar 15 also a
director of various companies within the Amshold group which he controls

All directors are given full and free access to all relevant information and are able to take independent
professional advice n the furtherance of their duties

The Company Secretary has the responsibility for ensuring Board procedures are followed and for advising
on governance matters The Company Secretary 1s also secretary to the Audit and Remuneration
Commttees Formal minutes of Board and Commuttee meetings are prepared and distributed as
appropnate to each director




Amstrad plc

Corporate Governance (continued)

The Board met mine times during the last year The Audit Commuttee met three times and the
Remuneration Comrmuttee met twice during the last year The number of Board meetings, Audit and
Remuneratton Commuttee meetings attended by each director was as fellows -

Audit Remuneranon
Board Commuttee Commuttee

Sir Alan Sugar 9 n/a 2(®
M A G Bland 9 3(h 2(t)
I P Saward 8 nfa w/a
S Sugar 8 n‘a n/a
J S Beattie 8 n/a /a
] E Samson 6 3 2

M R Mountford 8 3 2

C M Littner (#) 1 - -

* Although Sir Alan Sugar was not a member of the Remuneration Commuttee he was invited 1o attend
1+ M A G Bland attends the Audit and Remuneration Commnuttees n s capacity as Company Secretary
#C M Littner was appointed on 12 June 2007

Board Commuttees

The Board has delegated authonty to Board Commuttees to deal with certain matters in accordance with
their terms of reference During the year, the Board had two sub-commuttees which operate within defined
terms of reference, a Remuneration Commuttee and an Audit Commuttee, both of which consist of the non-
executive directors

Remuneration Committee
In the year to 30 June 2007 the Remuneration Commuttee comprised of Ms M R Mountford (Chairman)

and MrJ E Samson The Remuneration Comumuttee, which met twice 1n the year to 30 June 2007, 1s
responsible for -

. Ensuring the maintenance of a company wide remuneration system,

. Reviewmng and recommending to the Board any changes 1n directors’ remuneration and conditions
of service,

. Authonsing changes n remuneration or the terms and conditions of employment of senior staff and
approving the recruitment of semor staff, and

. Recommending to the Board proposals for new bonus schemes

The Report of the Board on Directors’ Remuneration, which sets out remuneration policy and includes
details of directors’ remuneration and nterests n options and shares, together with information on service
contracts 15 set out on pages 10 to 13 Copies of the Remuneration Commuttee’s terms of reference are
available on request from the Company’s registered office

Audit Commuttee

In the year to 30 June 2007 the Audit Comnuttee comprised of Mr J E Samson (Chairman) and
Ms M R Mountford The meetings are attended by the external auditors The Commuttee, which met
three times during the year to 30 June 2007, 1s responsible for the following -

. Reviewing the Annual Report and Accounts and Interim Statement before they are presented to the
Board,

. Momtoring the Group’s internal financial controls, accounting policies and financial reporting,

. Reviewing the appointment and remuneration of the external auditors, their cost effectiveness,
independence and objectives, and

. Deciding the scope of the non-audit services provided by the external auditors which in the year

under review, were taxation services
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Corporate Governance (continued)

The Audit Commiitee reviews the appotntment and scope of the work of the external auditors and assesses
their independence and has recommended to the Board that Deloitte & Touche LLP be re-appointed as
auditors at the next Annual General Meeting Copies of the Audit Commuttee’s terms of reference are
available on request from the Company’s registered office

Appomntment to the Board

Appointment of executive and non-executive directors 1s undertaken by the Board as a whole as the Board
believes the company’s size does not ment the creation of a separate Normunations Commuttee

Internal Control

The Board has overall responsibility for the Group's system of iternal control and for reviewing 1ts
effectiveness Such a system 1s designed to manage rather than elumnate the nisk of failure to achieve
business objectives and can only provide reasonable and not absolute assurance agamst materal
nusstatement or loss

The Company has 1n place a formal ongoing process for identifying, evaluating and managing the
sigmficant business nisks faced by the Group This process, which was i place throughout the year and up
to the date of approval of these financial statements, 1s regularly reviewed by the Board and accords with
the Turnbull Gundance on internal control for directors on the Combined Code

The key procedures that have been established and are designed to provide effective internal control
mclude -

. Management and orgamsational structure - the Company has a clear organisational structure with
well defined lines of responsibility and appropniate levels of authonty,

. Risk management - the Board 1s responsible for identifymg and managing the major business and
financial risks faced by the Group,

. Financial control and reporting - a comprehensive system of budgeting, monthly reporting and
forecasting with monthly monitoring and formal reporting to the Board,

. Internal control procedures - documentation of procedures and authority levels in the Company’s
procedures manual which 1s regularly updated,

. Audit commuttee - meetings are held at least three times a year with the external auditors to consider
any reporting or control 1ssues raised by the external auditors, and

. Internal audit — the Board considers annually whether there 1s the need for an internal audit function
but has concluded, having regard for the momitoning systems referred to above and the size and
complexity of the business, that there 1s no current business requirement for such a role

Going Concern

After making enquiries, the directors have formed a judgement, at the time of approving the financial
statements, that there 1s a reasonable expectation that the Cormpany has adequate resources to continue 1o
operational existence for the foreseeable future For this reason, the directors continue to adopt the going
concern basis 1n prepaning the financsal statements

Relations with Shareholders

Communications with shareholders, both private and institutional, are given a high priority and the
Company responds 1n a timely manner to all quenies received  An investor relations page 1s provided on
the Company’s website (www amstrad com) which includes copies of Company Announcements, Annual
Reports and Intenim Statements The Board uses the Annual General Meeting to commurnicate with all
investors and shareholders are given the opportunity to question the Chairman  In addition the Company
meets twice a year with major shareholders after the release of the full year and half year results
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Report of the Directors

The directers have pleasure 1n presenting their report together with the audited financ:al statements for the
year ended 30 June 2007

Business review and principal activities

The Group’s mam activity 1s the design, development, marketing and distribution of satellite,
telecommunication and other consumer electronic products

The Group sells satellite products to the UK and Italian markets In the UK the Group sells both standard
and PVR set top boxes and 1n Italy the Group sells standard set top boxes with a lugh defimtion version
launched in June 2006 and a hugh defimtion PVR version scheduled to be launched shortly

Between 2000 and 2006 the Group developed and sold a number of different versions of the e-m@iler
phone, a fixed line telephone that provides customers with e-mail and internet access as well as a number
of other features The business model for this product was to sell the phone below cost with the “subsidy”
recouped by the Group receiving a share of usage revenue In the year to 30 June 2006 all of the Group’s
remaining e-mailer stocks were soid and this business therefore no longer needs to subsidise sales and
simply receives ongoing usage revenue from the mstalled base The Group 1s not directly involved in the
collection of this revenue from consumers as this 1s handled by the Company’s business partner Thus plc
The Group’s e-mailer business 15 conducted by Amserve Limted which 1s 89 8% owned by Amstrad plc
and 10 2% by DSG nternational plc

The Group also designs, manufactures and sells a range of audio products This business 1s conducted
through the Group’s Hong Kong office with product only manufactured to order and with sales principally
to the US market The Hong Kong office also acts as a local support for the manufacture and
admumstration of the deliveries of satellite products for the UK business

Product development 1s the key to the future success of the Group and duning the financial year the Group
has focused on developing new satellite products including those using lugh defimihon technology

There have not been any significant changes to the Group’s principal activities in the year under review
and the Directors are not aware, at the date of this report, of any hikely major changes in the Group's
activities 1n the new financial year

On 31 July 2007, Sky Digital Supplies Limted, a wholly-owned subsidiary of Briish Sky Broadcasting
Group plc, made a recommended cash offer (with a loan note alternative) for the entire 1ssued and to be
1ssued share capital of the Company

On 5 September 2007, the directors of Sky Digital Supplies Lirited announced that all of the conditions of
the offer had been satisfied or waived Accordingly, the offer was declared unconditional 1n all respects

On 7 September 2007 the directors of Sky Digital Supples Limited announced that as valid acceptances
had been received in respect of more than 90% w value and voting rights of the Company’s share capital
Sky Digital Supplies Limited would commence sending notices to non-assenting Amstrad shareholders
implementing the procedures set out in the Companies Act 2006 to acquire compulsornly those Amstrad
shares which have not assented to the offer On the same date it was announced that an appitcation would
be made to the UK Listing Authority for the de-listing of Amstrad from the London Stock Exchange with
effect from 8 October 2007
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Report of the Directors (continued)

Principal risks and uncertainties

Rusk 1s present in all businesses and the Board regularly reviews the risks faced by the Group The
Directors consider that the major risks and uncertamties to the Group at this point in time are

. Market uncertainties. The broadcasting industry 1s going through sigmificant change with the
convergence of technology and the move from standard defimiion to high definition broadcasting
This change presents both opportunuties and uncertainties to the Group 1n terms of future products
and potential volumes

. Imposition of duty. The EU 1s currently considering whether to impose duty on the import of
nteractive satellite set top boxes to the EU The Group currently manufactures outside the EU The
mposition of duty 1s not expected to have an impact in the current financial year and the impact on
future business 15 uncertain as non duty considerations such as labour rates and labour efficiency
may still make 1t more attractive to manufacture outside the EU

. Component lead times. In the consumer electronics business there can be times where components
are 1n short supply with long lead times The Group regularly monitors the situation and adjusts
plans accordingly

. Customer mux Most of the Group’s sales are to two major broadcasting customers where there 15
also an ongoing relationship 1n terms of product evolution and support

. Exchange rate risk The Group principally sells in sterling and euros and buys in dollars There
therefore can be risk 1n terms of adverse exchange rate movements The Group mutigates this nisk
by entering forward foreign exchange contracts to buy and sell currency

. Warranty The Group offers a warranty of between one year and thirty months on its products A
warranty provision 1s made on every unit sold to cover the forecast cost of repairing umits that fail
within their warranty period The amount that 15 provided per unit 1s an estimate and 1s normally
based on past experience but by 1ts nature does involve inherent nisk and uncertainty

. Royalties As 1s normal 1n this industry the owners of patents covering technology used by the
Group have indicated they may seek to claim royalties relating to the Group’s current and past use
of that technotogy The directors accordingly make a provision for potential royalties payable based
on the latest information available

The Group has a strong balance sheet with significant cash balances and debtor balances with major
customers with high credit ratings and as such the Board does not consider the Group 15 subject to undue
financial nsk The nsks associated wath the Group’s financial instruments are set out in note 28

Performance monitoring

The Board monitors the Group’s performance 1n a number of ways including key performance indicators
The key financial performance indicators together with the information for 2007 and 2006 are as follows

2007 2006
. Revenue £68 8m £91 7m
. Gross Margin % 314% 29 4%
. Pre-tax Profit £169m £202m
. Cash £27 6m £56 4m

The revenue indicator represents what has been mvoiced to customers in the year and measures sales
growth or decline n value terms

The gross margin 1s calculated by dividing gross profit by revenue and measures the total profitability of
product sales
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Report of the Directors (continued)

Performance monitering (continued)
Pre-tax profit 1s the profit generated by the Group from operations including finance income and finance
costs but before taxation This indicator measures the overall profitability of the business

Cash 15 the year end balance sheet position as reported in the Group balance sheet This indicator can be
affected by the pattern of trading towards year end but does give a general indication of the ability of the
Group to generate cash Dunng the year a special dividend of 32p per share was paid resulting m a cash
outflow of £26 7m

These performance indicators are measured agamnst budget and prior year and are re-forecast monthly
The Board also considers the following key non-financial performance indicators

. Development projects measured agamst project nulestones
. Manufacturing output measured aganst manufacturing plans and customer intake requirements

These non-financial ndicators are reviewed monthly by the Board

Employees

Details of the number of employees and related costs can be found in note 10 to the Financial Statements

It 1s the Group’s pohcy to promote equal opportunities tn employment for both existing employees and
applicants for employment Every effort 1s made to ensure that applications for employment from disabled
persons are fully and fairly considered having regard to their particular aptitudes and abilities and that
disabled employees have equal opportunities 1n career development In the event of an existing employee
becoming disabled, every effort 1s made to ensure that their employment by the Group continues and that
appropnate adjustments are made to their work environment

Environmental matters

The Company seeks to mmimise the environmental impact of 1ts business and to operate in accordance
with the standards required by law and codes of best practice

The Company complies with the Waste Electrical and Electrome Equipment (“WEEE") Directive which
sets goals for the recycling of electrical goods and which was fully effective from 1 July 2007 The
Restriction of Hazardous Substances n Electrical and Electromc Equipment ("RoHS”) Directive came 1nto
effect on 1 July 2006 and prohibits the use of lead solder and certain other restricted substances The
Group’s products imported after that date comply with the RoHS Directive

Results and dividends
The profit for the year on ordinary activities before tax was £16 9m (2006 £20 Zm)

An nterim dividend of 2 5p per share was paid to the shareholders on 13 April 2007 (2006 2 5p) The
directors do not recommend the payment of a final dividend (2006 4 5p) During the financial year a
special dividend of 32p per share was paid on 8 December 2006

Research and development

Development costs associated with the production of saleable goods are capitalised as an intangible asset
and amortised over the expected sales period for the product Where no mtangible asset can be
recogmsed, development expenditure 1s recogmsed as an expense in the period i which 1t 1s mcurred The
development cost charged to the profit and loss account 1n the year 1s set out 1n note 8
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Report of the Directors (continued)
Share capital
Details of 1ssued share capital are given in note 23 to the financial statements

Directors and their interests

The current directors and the directors who have served dunng the year to 30 June 2007 are as follows -

Sir Alan Sugar

J Murdoch (Appomted 5 September 2007)

J Darroch {Apponted 5 September 2007)

M A G Bland (Resigned 5 September 2007)

[ P Saward {Resigned 4 September 2007)

S Sugar (Resigned 4 September 2007)

J § Beatnie (Resigned 4 September 2007)

JE Samson (Resigned 4 September 2007)

M R Mountford (Resigned 4 September 2007)

C M Littner (Appomnted 12 June 2007 and resigned 4 September 2007)

In accordance with the Articles of Association of the Company, Sir Alan Sugar retires by rotation and
offers himself for re-election at the Annual General Meeting As Mr J Murdoch and MrJ Darroch were
appomted by the Board they offer themselves for election at the Annual Generat Meeting

Details of related party transactions and directors’ mterests in transactions during the year are included 1n
note 30 to the financial statements Directors’ interests in Amstrad plc shares and share options are
disclosed 1n the Report of the Board on Directors’ Remuneration on pages 10 to 13

Substantial interests

The directors are not aware of any shareholders interested 1n three per cent or more of the issued share
capital of the Company at 30 June 2007 save as disclosed below

30 June 2007
Ordinary Percentage
shares of of share
10p each capital
Amshold Limited (*) 23,026,313 27 6%
Schreders ple (1) 7,953,903 9 5%
Herald Investment Trust 6,131,597 7 4%
Barclays PLC 7,559,056 91%

*  Amshold Lumted 1s owned by Sir Alan Sugar
T As discretionary fund manager

Political and charitable donations

No charitable donations were made dunng the year (2006 £ml) No political donations were made during
the year (2006 £ml)

Supplier payment policy
It 1s the Group’s normal practice to pay suppliers promptly according to the agreed terms and conditions

provided that the suppliers meet their obligations The number of days’ purchases outstanding at 30 June
2007 was 27 days (2006 27 days)
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Report of the Directors (continued)

Auditors

To the best of the directors’ knowledge and belief, and having made approprate enquiries of other officers
of the Company, all information relevant to enabling the auditors to provide their opinion on the financaal
statements has been provided The directors have taken all reasonable steps 1n order to ensure their
awareness of any relevant audit information and to establish that the company's auditors are aware of such
mformation

Delottte & Touche LLP have expressed their willingness to continue in office as auditors and a resolutton
to reappoint them and to authorise the directors to agree their remuneration will be proposed at the
forthcoming Annugl General Meeting

Chairman
20 September 2007
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Report of the Board on Directors’ Remuneration

This report sets out the policy and disclosures 1n relation to Directers’ Remuneration  This report has been
produced 1n accordance with the requirements of the Compames Act 1985 as amended by the Directors’
Remuneration Report Regulations 2002

Composition and terms of reference of the Remuneration Commuttee

The Remuneration Comrruttee 1s responsible for the Company’s remuneration pohicy and for detenmiming
the terms and conditions of service of the executive directors The Commuttee was chaired by Ms M R
Mountford and its other member was Mr J E Samson, who are independent non-executive directors The
Chairman and Finance Director attended those meetings by invitation

Non-executive directors

The remuneration of the non-executive directors is reviewed annually and 1s set by the Board The
responsibilities of the role and the leve! of fees paid by sirmular sized compames are considered 1n setting
the remuneration policy for non-executive directors

Remuneration policy for executive directors

In framing 1ts remuneration pelicy for executive directors, the Commuttee considered a number of factors
cluding -

. the need to attract, retain and motivate directors of the quahty required to ensure the Company 1s
managed successfully for the benefit of shareholders,
the linking of remuneration to individual and business performance, and
ensuring that the mterests of executive directors are in alignment with those of shareholders

Other than Sir Alan Sugar, the executive directors’ remuneration packages consist of basic salary, benefits,
performance related bonuses and share options  Sir Alan Sugar’s services are provided to Amstrad plc by
Amshold Limted, a company owned by Sir Alan Sugar, and Amstrad plc 1s charged a fee for his services

The Board believes that a sigmificant proportion of an executive director’s remuneration package should be
hinked to performance and this 1s reflected 1n the operation of a performance related bonus scheme and a
performance related share option scheme The Company does not currently expect 1ts policy on directors’
remuneration for subsequent years to change significantly

Basic salary and benefits
The executive directors’ basic salanes are reviewed by the Commuttee annually In reviewing salanes,
consideration 1s given to both individual performance and market conditions

The benefits provided to the executive directors, other than Sir Alan Sugar, are a car allowance, health and
long-term disability insurance and life assurance

Pensions
The Company does not make any pension contributions to directors or on behalf of directors

Performance related bonuses

An executive directors’ performance related bonus scheme 15 i place which 1s based on achievement of
performance targets which are set by the Remuneration Commutice at the start of every financial year
Performance 1s judged against a range of corporate, financial, operational and business development
targets

Share option scheme

The Company beheves that the holding of options by executive directors strengthens the hnk between their
personal interests and those of shareholders by giving them an interest in the Company’s future

10
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Report of the Board on Directors’ Remuneration (continued)

Share option scheme (continued)

All employees of the Company, including executive directors other than Sir Alan Sugar, are potential
beneficianies of the 1997 Performance Related Share Optien Scheme  The granting of options 15 generally
limnuted to a pertod of six weeks from the dealing day following the announcement by the Company of its
annual or half-yearly results The options are not transferable and no price 1s paid for the grant of an
option The price on exercise 1s the closing mid-market price on the day preceding the grant of the option
The options are not normally exercisable until the third anmiversary of grant and may normally cnly be
exercised 1f the performance conditions set by the Remuneration Comnuttee are met  The performance
conditrons are that the Company’s earnings per share have grown by an average of more than 2% per
annum over the rate of inflation, as measured by the retail prices index, over a three year period Earmings
per share 1s considered by the board to be an appropnate measure of the economic performance of the
Company

Service agreements

The Company’s policy 1s for executive directors, other than Sir Alan Sugar, to be employed on a rolling
contract basis subject to one year’s notice on either side  On termination by the Company, for reasons
other than a serious breach of their service agreement, the Company will make a payment to the executive
director not exceeding the director’s basic salary and benefits for the period of notice

Each of Mess;isM A G Bland, I P Saward, S Sugarand J S Beattic have service agreements subject to
the above terms MrM A G Bland’s service agreement commenced on 11 August 1997, Mr1 P
Saward’s and Mr S Sugar’s on 1 July 1998 and MrJ S Beattie’s on 1 December 2003

Sir Alan Sugar’s services are provided to Amstrad plc by Amshold Limuted, a company owned by Sir Alan
Sugar, under an agreement dated 3 November 1997 and amended on 1 July 1998 The agreement 1s
termunable on 12 months’ notice by either side  On ternunation by the Company, by reasons other than a
serious breach of the agreement, the Company will make a payment to Amshold Limted not exceeding the
service fee for the period of notice

The non-executive directors are engaged under one year contracts MrJ E Samson’s and Ms M R
Mountford’s contracts expire on 25 October 2007 and Mr C M Littner’s on 11 June 2008

Directors’ emoluments
The emoluments of the directors for the year ended 30 June 2007 were as follows

Total for lotal for

year ended year ended

Salary/ Bonus Benefits 30 June 30 June

Fees Payments in kind 2007 2008

£000 £000 £000 £000 £an

Sir Alan Sugar {Chairman) 404 - - 404 386
M A G Bland 139 53 15 207 192
I P Saward 169 53 15 237 220
S Sugar 182 96 14 292 285
J S Beattie 126 40 15 181 176
JE Samson (*) 12 - - 32 31
M R Mountford (*) 32 - - 32 31
C M Littner (*) 2 - - 2 -
1,086 242 59 1,387 1321

(*) Non-execuuve director

11
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Report of the Board on Directors’ Remuneration (continued)

Directors’ 1nterests 1 shares

The directors of the Company as at 30 June 2007 had the following interests 1n the shares of Amstrad ple

Ordmary shares of 10p each

I July 2006

(or date of

30 June 2007 appomtment)

Sir Alan Sugar * 23,026,313 23,026,313
M A G Bland 80,000 105 000
1P Saward 10,000 -
S Sugar 100,000 100,000
J S Beattie 9,150 67,973
JE Samson 3,074 3074
M R Mountford 10,000 10,000
C M Littner 9,500 9,500

* Sir Alan Sugar’s interest 15 held by Amshold Lumited, a company owned by Sir Alan Sugar

Full details of the options held by executive directors who served during the year and any movements over

the year are as follows

1July  Exercised 30June  Exercise Exercise Period
2006 in Year 2007 Price From To
IP Saward 100,000 100,000 - 265p 231005 231009
I S Beattie 20,000 20,000 - 265p 231005 231009
150,000 - 150,000 174 0p 240307 2403 11

The performance conditions relating to these share options are set out in the share option section of this

Report of the Board on Directors’ Remuneration

The rud-market price of the Company’s shares as at 30 June 2007 was 124 5p (2006 186p) The highest
rud-market price during the year was 196 5p and the lowest 117 8p Mr1 P Saward exercised options
over 100,000 shares and sold 90,000 at 161p MrJ S Beattie exercised options over 20,000 shares and

sold them at 158p The aggregate pre-tax gain made by the directors on the exercise of options during the
year ended 30 June 2007 was £147,000

The Company’s Register of Directors’ interests {which 1s open to inspection) contains full details of
directors’ shareholdings and share options
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Report of the Board on Directors’ Remuneration (continued)

Total shareholder return

The following graph shows Amstrad’s total sharcholder return compared to that of the FTSE all share
index over the past five years As Amstrad 1s a constituent of ths index 1t 1s deemed to be the most
appropriate comparator

550

e A mistrad
mmmFTSE All Share Index
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400 |
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100 -
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2002 2003 2004 2005 2006 2007

Source Reuters

The report of the auditors on the Financial Statements covers the disclosures contained mn this report that
are specified for audit by the Directors’ Remuneration Report Regulations 2002 The sections of the
report that are/udited are “Directors’ emoluments”, “Pensions”, “Share option scheme™ and the directors’
share options

mmformation contamned 1n “Directors’ interests in shares”

20 September 2007
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Statement of Directors’ Responsibilities

The directors are responsible for prepaning the Annual Report and the financial statements The directors
have chosen to prepare accounts for the Group 1n accordance with International Financial Reporting
Standards (IFRSs) and for the Company 1n accordance with Umted Kingdom Generally Accepted
Accounting Practice

In the case of UK GAAP accounts, the directors are required to prepare financial staterments for each
financial year which give a true and fair view of the state of affairs of the Company and of the profit or loss
of the Company for that period In prepanng these financial statements, the directors are required to

(a)  select suitable accounting pohcies and then apply them consistently,
(b)  make judgments and estimates that are reasonable and prudent, and
{c)  state whether applicable accounting standards have been followed

In the case of IFRS accounts, [nternational Accounting Standard 1 requires that financial statements
present fairly for each financial year the Company's financial position, financial performance and cash
flows This requires the farthful representation of the effects of transactions, other events and conditions 1n
accordance with the defimtions and recognition criteria for assets, hiabihiies, income and expenses set out
in the International Accounting Standards Board's 'Framework for the preparation and Presentation of
Financial Statements’ In virtually all circumstances, a fair presentation will be achieved by comphance
with all apphcable International Financial Reporting Standards  Darectors are also required to

{a}  properly select and apply accounting policies,

(b)  present information, ncluding accounting policies, n a manner that provides relevant, reliable,
comparable and understandable information,

(€)  provide additional disclosures when compliance with the specific requirements in International
Financial Reporting Standards 1s msufficient to enable users to understand the impact of particular
transactions, other events and conditions on the entity's financial position and financial
performance, and

(d)  prepare the accounts on a gong concern basis unless, having assessed the ability of the company to
continue as a going concern, management either intends to hiquidate the entity or o cease trading,
or have no reahstic alternative but to do so

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any tume the financial position of the Company, for safeguarding the assets, for taking
reasonable steps for the prevention and detection of fraud and other irregularities and for the preparation of
a directors’ report and directors' remuneration report which comply with the requirements of the

Companies Act 1985

The directors are responsible for the maintenance and integnty of the Company website Legislation in the
United Kingdom goverming the preparation and dissenunation of financial statements differs from
legislation 1n other jurisdictions
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Independent Auditors’ report to the members of Amstrad plc

We have audited the group financial statements of Amstrad plc for the year ended 30 June 2007 which
comprise the consolidated income statement, the consohdated statement of recogmised income and
expense, the consolidated balance sheet, the consolidated cash flow statement and the related notes 1 to 31
These group financial statements have been prepared under the accounting policies set out therein We
have also audited the information m the directors’ remuneration report that 1s described as having been
audited

We have reported separately on the individual company financial statements of Amstrad plc for the year
ended 30 June 2007

This report 1s made solely to the Company’s members, as a body, in accordance with section 235 of the
Compames Act 1985 OQur audit work has been undertaken so that we mught state to the Company’s
members those matters we are required to state to them m an auditors’ report and for no other purpose To
the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the

Company and the Company’s members as a body, for our audit work, for this report, or for the opmions we
have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the annual report, the directors’ remuneration report and the
group financial statements m accordance with apphcable law and International Financial Reporting
Standards (IFRSs) as adopted for use 1n the European Union are set out in the statement of directors’
responsibilities

Our responsibility s to audit the group financial statements and the part of the directors’ remuneration
report described as having been audited in accordance with relevant Umted Kingdom legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opimion as to whether the group financial statements give a true and fair view, m
accordance with the relevant financial reporting framework, and whether the group financial statements
and the part of the directors’ remuneration report described as having been audited have been properly
prepared 1 accordance with the Compames Act 1985 We report to you whether in our opmion the
information given 1n the directors’ report 1s consistent with the group financial statements. We also report
to you 1f we have not received all the information and explanations we require for our audit, or if
information specified by law regarding directors’ transactions with the Company and other members of the
Group 15 not disclosed

We read the directors’ report and the other nformation contaned 1n the annual report for the above year as
described 1n the contents section including the unaudited part of the directors’ remuneration report and we
constder the implications for our report 1f we become aware of any apparent musstatements or material
mnconsistencies with the group financial statements

Basis of audit opimon

We conducted our audit m accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examunation, on a test basis, of evidence relevant to the
amounts and disclosures m the group financial statements and the part of the directors’ remuneration report
described as having been audited It also mcludes an assessment of the sigmificant estimates and
judgements made by the directors 1n the preparation of the group financial statements, and of whether the

accounting policies are appropriate to the Company’s circumstances, consistently applied and adequately
disclosed
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Independent Auditors’ report to the members of Amstrad ple (continued)

Basis of audit opimon (coentinued)

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary n order to provide us with sufficient evidence to give reasonable assurance that the
group financial statements and the part of the directors’ remuneration report described as having been
audited are free from material musstatement, whether caused by fraud or other irregulanty or error In
formung our opinion we also evaluated the overail adequacy of the presentation of information n the group
financial statements and the part of the directors’ remuneration report described as having been audited

Opinion

In our opimion

. the group financial statements give a true and fair view, 1n accordance with IFRSs as adopted by the
European Union, of the state of the Group’s affaurs as at 30 June 2007 and of its profit for the year
then ended,

. the group financial statements and the part of the directors’ remuneration report described as having

been audited have been properly prepared 1n accordance with the Compames Act 1985, and
. the information given 1n the directors’ report 1s consistent wath the group financial staterments

Separate opimion 1n relation to IFRS

As explained 1n Note 1 of the group financial statements, the Group, m addition to complyng wath 1ts legal
obligation to comply with IFRSs as adopted for use i the European Umion, has also complied with the
TFRSs as 1ssued by the International Accounting Standards Board Accordingly, in cur opinion the
financial statements give a true and fair view, mn accordance with IFRSs, of the state of the Group’s affairs
as at 30 June 2007 and of its profit for the year then ended

Tk 4 Toucts L0

Delontte & Touche LLP

Chartered Accountants and Registered Auditors
Londen

20 September 2007
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Consolidated Income Statement

Notes

Revenue 4
Cost of sales (including exceptional costs of £ml (2006

£3 9m)) 5
Gross profit
Distribution costs
Admnistrative expenses
Net operating expenses
Operating profit
Finance wncome 6
Finance costs 7
Profit before taxation 8
Tax 11
Profit for the period attributable to equity shareholders
Basic earmings per share 13
Diluted earmings per share 13

Consolidated Statement of Recognised Income and Expense
Profit for the financial year
Exchange differences on translation of
foreign operations
Transitional adjustment on adoption of JAS39

Total recogmsed income and expense for the year

The turnover and operating results all relate to continuing operations

17

Year ended Year ended
30 June 30 June
2007 2006
£000 £000
68,770 91 651}
(47,161) (64,709
21,609 26 942
(665) (1,438)
(5,802) {(6.567)
(6,467) (8.005)
15,142 18,937
2,005 2,067
{247) (793)
16,900 20211
(4,719) (5.122)
12,181 15,089
14 6p 18 4p
14 ép 18 2p
12,181 15.089
(218) (74
- 370
11,963 15,585
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Consolidated Balance Sheet

Non-current assets

Goodwll

Intangible assets

Property, plant and equipment
Deferred tax assets

Current assets

Inventories

Trade and other receivables
Corporation tax recoverable
Cash and cash equivalents

Total assets

Current habilities
Trade and other payables
Corporation tax payable
Short-term provisions

Non-current habilitres
Deferred tax liabilities
Long-term provisions

Total habilities

Net assets

Equity attnbutable to equity
holders of the parent

Called up share capital

Share premum account

Share option reserve

Translation reserve

Capital reserve

Retained earnings

As at As at

30 June 30 June

2007 2006

Notes £000 £000
14 685 685
15 2,865 1,852
16 663 706
17 417 377
4,630 3620

18 7,724 6129
19 17,772 12,509
13 433

20 27,566 56,427
53,095 75,498

57,725 79118

21 (14,164) (11,959
(2,250) (2,555)

22 (2,588) (5,111)
(19,008) {19,625)

17 (359) (562)
22 (1,813) (2,629
{2,672) {3 191)

(21,680) (22.816)

36,045 56,302

23,25 8,332 8290
25 7,054 6,888
24,25 186 153
25 (249) a1
25 3,618 3618
25 17,104 37,384
36,045 56,302
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Consolidated Cash Flow Statement

Cash flow from operating activities
Cash generated from operations
Tax paid

Net cash flow from operating activities

Investing activities

Interest received

Proceeds on disposal of property, plant and
equipment

Purchases of property, plant and equipment

Expenditure on product development

Net cash used i investing activities
Financing activities

Dividends paid

Decrease 1 bank overdrafts

Proceeds on 1ssue of shares

Net cash used in financing activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at beginming of
period

Effect of foreign exchange rate changes

Cash and cash equivalents at end of period

Year Year
ended ended
30 June 30 June
2007 2006
Notes £000 £000
26 7,971 29.019
4,377 (5,661)
3,594 23,358
2,015 2,054
- 6
(299) {794)
(1,504) (2,116)
212 (850)
(32,490) (5,760)
- {980)
208 419
(32,282) (6,321)
(28,476) 16,187
56,427 40 256
(385) (16)
27,566 56427
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Notes to the Financial Statements

1. Basts of preparation of the financial statements

The Financial Statements have been prepared 1n accordance with the accounting policies of the Group,
which are in accordance with International Financial Reporting Standards (*IFRS”) and those parts of the
Compantes Act 1985 applicable to those companies reporting under IFRS

These Financial Staternents have been prepared on a historical cost basis as modified by the revaluation of
derivative instruments

These Financial Statemnents are presented in pounds sterling because that 15 the currency of the primary
economic environment m which the Group operates Foreign operations are included in accordance with
the policies as set out n note 2

The consolidated financial statements have been prepared n accordance with IFRS as adopted by the EU
and IFRS issued by the International Accounting Standards Board {IASB) and those parts of the
Companies Act 1985 applicable to those compantes reporting under JFRS  Since the Company 15 not
affected by the provistons regarding portfolio hedging that are not required by the EU endorsed version of
1AS 39 “Financial struments Recognition and Measurement”, the consolidated financial statements
comply with both IFRS as adopted by the EU and IFRS as 1ssued by the IASB  Dunng the financial year,
the following new standards which are applicable to the Group were pubhished, but do not become
effective until future accounting perods

- IFRS 7, Fmancial Instruments Disclosures and a complementary amendment to IAS 1,
Presentation of Financial Statements Capital Disclosures  IFRS 7 replaces IAS32 and
introduces new disclosures to increase mformation provided about financial instruments
including additional disclosures about exposures to nisks including sensitivity analysis The
Company will apply IFRS 7 and the amendment to IAS 1 from 1 July 2007

- IFRS 8, Operating segments IFRS 8 adopts a management approach to segmental reporting
requiring the 1dentification of operating segments based on internal reporting to the chief
operating decision maker and extends the scope and disclosure requirements of 1AS 14
Segmental Reporting It 15 effective for periods beginmng on or after January 2009 The
adoption of IFRS 8 will have no impact on the net results or net assets of the Group

Certain interpretations were 1ssued during the period which either do not apply to the Group or are not
expected to have any matenal effect

2. Summary of significant accounting policies
The significant accounting policies used in the preparation of these financial statements are as follows -

a) Basis of consohidation

The Group’s financial statements consolidate the financ:al information of Amstrad ple and 1ts
subsidiary undertakings and joint ventures

Subsidianies are entities over which the Group has control in terms of the power to govern the
financial and operating pelicies of an acquired entity so as to obtain benefits from its activities

A jomt venture business 1s an entity over which the Group exercises joint control with another party
through a contractual arrangement The results, assets and habilities of a jomnt venture entity are
mcorporated 1n the Group's financial statements on a proportional consohdation basis

b) Goodwill
Goodwill ansmg on the acquisition of businesses represents any excess of the fair value of the
consideration given over the fair value of the 1dentifiable assets and habilities acquired The
identifiable assets and habilities of compamies acquired are incorporated in the consolidated
financial statements at their fair value to the Group

In accordance with IFRS 3 with effect from 1 July 2004 goodwill 1s not amortised but tested for

impairment at least annually Any impairment 1s recogmsed immediately in the income statement
and 1s not subsequently reversed
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b)

d

€)

g)

h)

Summary of significant accounting pelicies {continued)
Goodwill (continued)

On disposal of a business the attributable amount of goodwilil 1s included 1n the determiation of the
profit or loss on disposal

Goodwill arsing on consolidation prior to the year ended 30 June 1999, which represents the
excess of the fair value of the consideration paid over the fair value of the net assets acquired, was
written off directly to reserves in accordance with the UK accounting standards then in force This
goodwil} has not been reinstated and is not included in determining any subsequent profit or loss on
disposal

Revenue recognition

Revenue, which excludes VAT, compnses mvorced sales and services less product returns
Revenue on the sale of goods 1s recognised when the nsks and rewards 1n the product have passed
to the customer, which 1s usually upon delivery to the customer Usage revenue earned from the
e-maiter phone 1s accrued on a daily basis

Interest income

Interest income 1s accrued on a tume basis, by reference to the principal outstanding and at the
effective mterest rate applicable

Dividends
Dividends are only recogmsed in the financial statements when the shareholders’ rights to receive
payment have been established

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and, where
appropriate, provision for impairment in value or estimated loss on disposal Property, plant and
equipment are depreciated over their estimated useful lives on a straight-hine basis as follows '

Tooling up to 2 years
Fixtures, fithngs, office equipment and motor vehicles 4 years

Inventories

Inventories are stated at the lower of cost and net realisable value Cost represents all direct costs
mncurred 1 bringing mventories to their current condition and location Net realisable value 1s
assessed after taking mto account any provisions for slow moving or obsolete stocks

Cash and cash equivalents
Deposits are treated as cash and cash equivalents if they are repayable wathin three months and are
subject to an insigmficant nsk of a change n value

Taxation and deferred taxation
The tax expense represents the sum of the corporation tax currently payable and deferred tax

The corporation tax currently payable 15 based on taxable profit for the year Taxable profit differs
from net profit as reported 1n the income statement because 1t excludes items of income or expense
that are taxable or deductible in other years and 1t further excludes items that are never taxable or
deductible The Group’s hiability for current tax 1s calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date |

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities 1n the financial statements and the corresponding tax bases used 1n
the computation of taxable profit, and 1s accounted for using the balance sheet hability method
Deferred tax hiabilities are generally recogmised for all taxable temporary differences and deferred
tax assets are recogmised to the extent that 1t 15 probable that taxable profits will be available against
which deductible temporary differences can be utilised
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K)

)

Summary of sigmficant accounting policies {(continued}

Taxation and deferred taxation (continued)

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to
the extent that 1t 1s no longer probable that sufficient taxable profits will be available to allow alt or
part of the asset to be recovered Deferred tax 1s calculated at the tax rates that are expected to
apply in the period when the liability 1s settled or the asset 1s realised Deferred tax 1s charged or
credited 1n the income statement, except when 1t relates to items charged or credited directly to
equity, in which case the deferred tax 15 also dealt with in equity Deferred tax assets and habihties
are not discounted

Foreign currencies

1) Transactions
Transactions in foreign currencies are recorded using the rate of exchange ruling at the date
of the transaction except where a transaction 1s covered by a related or matching forward
contract in which case the rate of exchange specified 1n the contract 1s used Monetary
assets and habilities denomunated 1n foreign currencies are translated using the rate of
exchange ruling at the balance sheet date, or where appropniate the rate of exchange
specified 1n a related or forward contract, and the gains and losses on translation are
included in the income statement

The Group only uses denvative contracts (1 ¢ forward foreign exchange currency purchases
or sales) to hedge known foreign currency exposures and does not use denvative contracts
for speculative purposes The Group’s derivative contracts do not qualify for hedge
accounting and are valued (1 e marked to market) at the balance sheet date and any resulting
profits or losses are taken to the income statement

1) Embedded derivatives
Derivatives are also embedded n certain contracts to purchase components or fimshed
product stock where the contract 1s 1n a foreign currency, normally US dollars, that 1s not the
functional currency of either the Group or the counter-party In this industry the purchase of
components and fimished product stock 1s normally denomimated in US dollars In these
circumstances the foreign currency element of the contract 1s valued (1 e marked to market)
at the balance sheet date and any pains or losses are included mn the income statement

m)  Overseas subsidiary
The balance sheet of the Group’s overseas subsidiary 1s translated into Sterling at the rate of
exchange ruling at the balance sheet date The results of the overseas subsidiary are
translated 1nto Sterling at average month end rates The difference between the income
statement of the foreign subsidiary translated at the average exchange rate and the closing
exchange rate 15 recorded as part of the Group’s translation reserve

Exchange differences ansing on the translation of the opening net assets of the overseas
subsidiary are also recorded as part of the Group's translation reserve  When a foreign
subsidiary 1s sold, such exchange differences are recognised in the income statement as part
of the gan or loss on sale

Research and development

Development costs, both internal and external, associated with the production of saleable products,
are capitalised as an intangible asset where an asset 1s created which can be 1dentified, 1t 1s probable
that the asset will generate future econormc benefits and where the development cost can be
measured reliably The asset 1s then amortised on a straight line basis over the expected sales period
for the product, on a product type by product type basis — this 15 typically between one and two
years Where no intangible asset can be recogmsed, development expenditure 15 recognised as an
expense 1n the period in which 1t 1s incurred  Expenditure, 1f any, on research activities 1s
recogmsed as an expense n the period in which 1t 1s incurred

Warranty
Provision 1s made for costs relating to anticipated sales returns of products within ther warranty
pertod and the cost of repairing units that become faulty within thewr warranty period
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Summary of sigmificant accounting policies (continued)

Royalties

Provision 1s made for royalties where the owners of patents covering technology allegedly used by
the Group have indicated claims for royalties relating to the Group’s current and past use of that
technology The provision 1s made on the basis of the latest information available

Share based payments

The Group from time to tme grants equity settled share based payments (*‘share options”) to certain
durectors and staff Share options are measured at fair value at the date of grant The fair value of
share options granted since 7 Noverber 2002 1s calculated by the Group using the Black-Scholes
option pricing model The expense 1s recogsed on a straight line basis over the peried from the
date of the share option award to the date of vesting, based on the Group’s best estimate of the
shares that will eventually vest

Critical accounting estimates and judgements

The preparation of financial statements in confornung with generally accepted accounting
principles requires the directors to make estimates and assumptions concerning the future that
affect the reported amounts of assets and habilities Actual results could differ from these estimates
and any subsequent changes are accounted for with an effect on income at the time such updated
mformation becomes available The most critical accounting policies 1n deterruning the financial
condition and results of the Group are those requinng the greatest degree of subjective or complex
judgements These relate to warranty and royalty provisions

The Group offers a warranty of between one year and thirty months on tts products A warranty
provision 18 made on every umt sold to cover the forecast cost of reparing umits that fail within
their warranty pertod The amount that 1s provided per unit 1s an estimate and 1s normally based on
past expertence Adjustments are made to the warranty provisions 1n light of product returns
experience

The owners of patents covenng technology allegedly used by the Group have indicated claims for
royalties relanng to the Group’s current and past use of that technology The directors accordingly

make a provision for potential royalties payable based on the latest information available

The key scurces of estimation uncertainty are considered 1 note 22
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4. Business segments

For management purposes, the Group 1s currently orgamsed mto two operating divisions, the Amstrad
business division and the Amserve business division These divisions are the basis on which the Group

reports its primary segment mformation as below

Year ended Year ended
30 June 30 June
2007 2006
£000 £000
a) Profit and loss information
Revenue:
Amsitrad 62,985 83,684
Amserve 5,785 7,967
68,770 91,651
Operating profit:
Amstrad 9,490 13.664
Amserve 5,652 5.273
15,142 18,937
Pre-tax profit.
Amstrad 10,833 14,807
Amserve 6,067 5,404
16,900 20,211
30 June 30 June
2007 2006
£000 £000
b) Balance sheet information
Assets:
Amstrad 55,688 76,368
Amserve 11,778 8,105
67.466 84 473
Less intra-group balances (9,741) (5 355)
57,725 79,118
Liabilities:
Amstrad 29937 26,053
Amserve 1,484 2,118
31,421 28,171
Less intra-group balances (9,741) (5,355)
21,680 22,816
Net assets:
Amstrad 25,751 50315
Amserve 10,294 5987
36,045 56,302
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4. Business segments (continued)

c¢) Other information

Additions to property, plant and equipment:
Amstrad
Amserve

Additions to intangible assets*
Amstrad
Amserve

Amortisation expense:
Amstrad
Amserve

Depreciation expense:
Amstrad
Amserve

Year ended Year ended
30 June 30 June
2007 2006
£000 £000
299 821
299 821
1,504 2,116
1,504 2,116
491 1851
491 1.851
331 455

3 2

334 457

The Directors regard the Group’s secondary segment as being the geographical destination of 1ts products

All of Amserve’s revenues are earned m the UK

An analysis of revenue by geographical destination 1s as follows -

United Kingdom

Italy

North America

Other Mainland Eurcpean Countries
Other Countries

All matenal assets and liabilities are held in the UK

5. Exceptional costs

Year ended Year ended
30 June 30 June
2007 2006

£000 £000
58,163 63,983
4,588 18,267
5,225 6,814

665 1,830

129 727

68,770 91.651

In the vear ended 30 June 2006 exceptional costs of £3 9m related to exceptional warranty charges There

were no exceptional costs in the year to 30 June 2007

6. Finance income

Year ended
30 June
2007

£000

Bank interest receivable 2,005

25

Year ended
30 June
2006

£000
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7. Finance costs

Mark to market losses on financial derivatives

8. Profit on ordinary activities before taxation

Year ended Year ended
30 June 30 June
2007 2006

£000 L0000
(247) {(793)

Profit on ordmary activities before taxation 1s stated after charging/{crediting) the following

Cost of inventories recogmsed as an expense 1n the year
Depreciation of owned property, plant and equipment
Profit on sale of property, plant and equipment
Research and development costs

Amortised

Expensed as incurred
Operating leases land and buildings
Directors’ emoluments
Staff costs (note 10)
Costs incurred on settlement of share based payments

Auditors Remuneration:

Fees payable to the Company’s auditor for the audit of the Company’s
annual accounts

Fees payable to the Company’s auditor and 1ts associates for other
services

The audit of the Company’s subsidiaries and joint ventures pursuant to
legislation

Other services pursuant to legisiation

Tax services

9, Emoluments of directors

Year ended Year ended
30 June 30 June
2007 2006
£060 £000
41,359 59 343
334 457

- (3)
491 1.851
1,180 846
248 248
1,387 1.321
5,091 5303
75 79

Year ended Year ended
30 June 30 June
2007 2006
£000 £000
85 85

20 20

12 59

40 42

157 206

Details of directors’ emoluments and directors’ share options are included mn the Report of the Board on
Directors’ Remuneration on pages 10 to 13 The report of the auditors on the Financial Statermnents covers the
disclosures contained in this report that are specified for audit by the Directors’ Remuneration Report
Regulations 2002 The sections of the report that are audited are “Directors’ emoluments”, “‘Pensions”,
“Share option scheme” and the directors” share options information contamned in “Dhrectors’ interests in

shares”

The Company considers that there are no further members of key management other than the directors
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10.  Staff numbers and costs
The average number of persons employed by the Group (including executive directors) during the year,
analysed by category, was as follows

Year ended Year ended
30 June 30 June
2007 2006
No No
Administration 18 23
Sales and marketing 4 6
Warehousing, service and distnbution 3 3
Technical and product management 60 56
85 88
The aggregate payroll costs of these persons were as follows
Year ended Year ended
30 June 30 June
2007 2006
£000 £000
Wages and salanes, including bonuses 4,600 4,810
Social security costs 491 495
5,091 5,305
11. Tax charge on profit on ordinary activities
Year ended Year ended
30 June 30 June
2007 2006
£000 000
Tax based on the profit on
ordinary activities for the year
UK Corporation tax at 30% (2006 30%) (4,492) (5,610}
Adjustments m respect of prior periods 82 453
Overseas tax (65) (106)
Current tax charge (4,475) (5,263)
Deferred tax (charge)/credit (244) 141
(4,719 {5,122)

The tax charge for the year differs from the tax charge which would result by applying the standard rate of
corporation tax 1n the UK of 30% (2006 30%) as explamed below

Year ended Year ended
30 June 30 June
2007 2006
£600 £600
Tax on profit at UK rate of 30% (2006 30%) (5,070) (6,063)
Effects of
Non-deductible charges (9) 2n
Research and development tax credit 147 100
Movement 1n deferred tax asset not recognised {7 (14)
Adjustments 1n respect of prior periods 82 427
Share based payments 138 445
Other - 4
Tax charge (4,719) (5,122)
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12. Dividends

Year ended Year ended

30 June 30 June

2007 2006

£000 £000

Final dividend for 2004/2005 of 4 5p - 3,691
Interim dividend for 2005/2006 of 2 5p - 2.069
Final dividend for 2005/2006 of 4 5p 3,749 -
Special dividend for 2005/2006 of 32 Op 26,659 -
Interum dividend for 2006/2007 of 2 5p 2,082 -
32,490 5,760

13.  Basic earmngs per share and diluted earnings per share

The basic earnings per share 1s based on the profit for the year attributable to shareholders of £12,181,000
(2006 £15,089,000) and on the average number of shares n 1ssue during the year of 83,203,125 (2006
81,882,525) Diluted earnings per share 1s based on the same eamings figure as above and 83,402,818
{2006 82,721,670) ordinary shares which includes the addition of the weighted average number of
ordinary shares, amounting to 199,693 shares, that would be 1ssued on the potential exercise of
outstanding share purchase options at a price below the average share price during the year

14.  Goodwill

The Group’s e-m{@iler business 15 conducted 1n the UK through Amserve Limuted (“Amserve”) under an
exclusive UK supply agreement with Amstrad  Until 27 September 2001 DSG international ple (*“DSG™)
owned a 19 9% stake in Amserve On 27 September 2001 Amstrad subscribed £12 mullion for addibenal
shares tn Amserve and as a result DSG’'s shareholding in Amserve was diluted from 19 9% to 102% Ths
transaction gave nise to goodwill of £1 5 mullion 1n the Group balance sheet Up until 30 June 2004 this
was bemng amortised In accordance with IFRS3, with effect from 1 July 2004 goodwall 1s not amortised
but tested for impairment at least annually Any impairment 1s recognised immediately in the income
statement and 1s not subsequently reversed The recoverable amount of the business 1s determined based on
calculating 1ts value in use This value 1n use 15 calculated by applymng discounted cash flow modelling to
management’s own projections for the next five years The value 1n use 1s compared with the carrymg
value 1n order to determine whether impairment has taken place The amount of goodwill held on the
balance sheet at 30 June 2006 and 30 June 2007 was £685,000

15. Intangible assets

Development Development
expenditure expenditure
30 June 30 June
2007 2006
£000 £000
Cost
At 1 July 3,471 2,736
Additions 1,504 2,116
Disposals (640) (1.381)
At 30 June 4,335 3,471
Amorusation
At 1 July 1,619 1 149
Charge for the year 491 1,851
Disposals (640) {1381
At 30 June 1,470 1,619
Net book value
At 30 June 2,865 1,852

28




Amstrad plc

16.  Property, plant and equipment

Fixtures, Fruures,
fittings, fittings,
tools and fools und
equipment equipment
30 June 30 June
2007 2006
£060 £000
Cost
At 1 July 2,908 2,147
Exchange adjustment (50) (19
Additions 299 794
Disposals (38) {14}
At 30 June 3,099 2 908
Depreciation
At ]l July 2,202 1,771
Exchange adjustment (42) (15)
Charge for the year 334 457
Disposals {58) {1n
At 30 June 2,436 2202
Net book value
At 30 June 663 706
17 Deferred taxation
Dernvative
Sfinancial
Share Short term Deferred mstruments
Accelerated tax based fiming Development nnung
depreciation payments differences COStS differences Total
I July 2005 244 22 128 476) (244) (326)
(Charge)/Credit to
the income
staternent (60) 24 19 (80) 238 141
30 June 2006 184 46 147 (556} (6) (185)
Deferred tax asset 184 46 147 - 377
Deferred tax
lability - - - (556) (6) (562)
Net deferred tax
asset/(liability) 184 46 147 (556) (6) (185)
At 1 July 2006 184 46 147 (556) (6) (185)
{Charge)/Credit to
the income
statement (39) 23 ] {303) 74 (244)
(Charge)/credit to
equity - (13) - - - a3
30 June 2007 145 56 148 (859) 68 (442)
Deferred tax asset 145 56 148 - 68 417
Deferred tax
habihty - - - (859 - (859)
Net deferred tax
asset/(liability) 145 56 148 (859) 68 (442)
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18. Inventories

30 June 30 June
2007 2006
£000 £000

Fimshed goods and goods
for resale 7,048 5419
Raw matenals and consumables 676 710
7,724 6129

The difference between the carrying value of the inventories and their replacement cost 1s not matenal

19 Trade and other receivables

30 June 30 June

2007 2006

£000 £000

Trade debtors 7,246 3013
Other debtors 8,093 1,841
Derivative financial instruments 388 86
Prepayments and accrued mcome 1,491 2,251
Other taxes 554 318
17,772 12,509

The average credit pertod taken on sales 15 36 days (2006 40 days) No interest 1s charged on the debtors Trade
debtors principally represent balances owed by two major broadcasting customers  The directors consider that the

carrying amount of trade and other recervables approximates to thewr fair value

Other debtors principally relates to amounts owed by product manufacturers for key components sourced by

Amstrad for use m future production

20 Cash and cash equivalents
30 June 30 June
2007 2006
£000 1000
Cash 11,379 19,513
Money market deposits 16,187 36,914
27,566 56427

Deposits are treated as cash if they are repayable on demand without notice and witheut penalties or if they can be
withdrawn within 24 hours Other cash deposits, all of which have a matunty of less than three months, are
treated as money market deposits  The credit risk on cash and cash equivalents 1s lirmited because the counter
parties are banks with high credit ratings assigned by nternational credit rating agencies The carmying value of

the assets approximates to their fair value
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21 Trade and other payables

30 June 30 June

2007 2006

£000 £000

Trade creditors 5,780 4 565
Ameounts owed to minonty interest 1,100 605
Other taxes and social secunty 896 1,551
Accruals and deferred mcome 5,774 5,173
Denvative financial instruments 614 65
14,164 11,959

Trade creditors represents amounts outstanding for trade purchases The average credit peniod taken for trade
purchases 15 27 days (2006 27 days) The directors consider that the carrying amount of trade payables
approximates to their fair value

22, Provisions
Provisions, which are in respect of goods returned under warranty and royalty claims, were as follows -

Warranty Royalties Total
£000 £000 £000
At 1 July 2006 6,460 1,280 7,740
Provided in the year 4,082 77 4,159
Released in the year (502) - (502)
Utihised in the year (6,996) - (6,996}
At 30 June 2007 3,044 1,357 4,401
Included n current hiabilities 2,588 - 2,588
Included 1n non-current labilities 456 1,357 1,813
3,044 1,357 4,401

It 15 generally expected that the costs provided for will be mcurred within three years of the balance sheet date

A warranty provision 1s made on every umit sold to cover the forecast costs of repairing units that fail within
their warranty period  The amount that 15 provided per unit 1s an estimate and 15 normally based on past
experience of faulty returns and the cost of repair  Adjustments are made to the warranty provisions n hght of
product returns experience In the year to 30 June 2007 prowvisions of £0 5m (2006 £2 Om) were released in
relation to mature products approaching the end of thewr warranty periods In the year to 30 June 2006 the
amount provided it the year included an exceptional charge of £3 9m 1n relation to the farlure of a specific
component on one product type

The owners of patents covenng technology used by the Group have indicated claims for royalties relating to the
Group’s current and past use of that technology The directors have accordingly made a provision for potential

toyalties payable based on the latest information available

23 Called up share capital

30 June 2007 36 fune 2006
No £000 Nor £000
Authorised
Ordinary shares of 10p each 88,122,793 8,812 88,122,793 8,812
Allotted 155ued and fully paid
Ordinary shares of 10p each 83,315,826 8,332 82,900,959 8,290

Duning the year 414,867 shares were 1ssued in respect of share options exercised for a total consideration of
£207,062
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24.  Share-based payments

Options over ordinary shares are granted under the Company’s 1997 Performance Related Share Option
Scheme Options are exercisable at a price equal to the closing quoted market price of the Company’s shares on
the day prior to the date of grant The vesting period 1s 3 years provided the performance conditions are met If
the options remain unexercised after a penod of 10 years for HMRC Approved options ot 7 years for Un-
approved options from the date of grant, the options expire  Options are forfeited 1f the employee leaves the
Group before the options vest Following the year ended 30 June 2007, as a result of the recommended cash

offer by Sky Digital Supphes Limted, all options have vested (see note 31)

Details of the share options outstanding during the year

30 June 2007 30 June 2006
Number of Weighted Number of Weighted
share average share average
options exercise options exercise
price (p} price (p)
Outstanding at beginning of penod 1,138,700 1137 2,167,823 66 4
Granted dunng the penod 100,000 1543 225,000 1237
Forfeited dunng the penod (211,608) 188 5 (10,000) g0
Exercised during the pertod (414,867) 49 9 (1,244,123) 337
Outstanding at the end of the peried 612,225 1377 1,138,700 1137
Exercisable at the end of the penod 337,225 1352 638.700 90 3

The weighted average share price at the date of exercise for share options exercised duning the period was

160 9p The options outstanding at 30 June 2007 had a weighted average exercise price of 137 7pand a
weighted average remaining contractual hfe of 6 years In the year ended 30 June 2007 options were granted on
21 March 2007 The aggregate of the estimated fair values of the options granted on that date was £50,440 In
the year ended 30 June 2006 options were granted on 20 October 2005 and the aggregate of the estimated fair

values of the options granted on that date was £93,866

Inputs into the Black-Scholes model

30 June 2007 30 June 2006
Weighted average share price (p) 1520 126 0
Weighted average exercise price {p) 154 3 1237
Expected volatihty 50% 50%
Expected hife (years) is 35
Risk free rate 55% 4 6%
Expected annual dividend yield 6% 35%

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the
previous three years The expected life used in the model has been adjusted, based on management’s best

estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations

The group recognised a total charge to the Income Statement of £75,475 (2006 £79,051) n relation to equity-

settled share-based payment transactions
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24.  Share based payments (continued)
The following options to subscnibe for shares have been granted and were outstanding at 30 June 2007 under
the Company’s 1997 Performance Related Share Option Scheme -

Number of Option Exercisable Exercisable
Date of grant shares price from to
5 October, 1998 20,000 300p 05 1001 051008
20 October, 1999 31,603 106 Op 201002 201009
19 Apnl, 2000 13,392 224 Op 19 04 03 1904 10
1 November, 2000 20,000 166 5p 0111403 011107
27 March, 2001 21,500 59 Op 270304 270311
20 March, 2002 15,000 42 5p 200305 2003 12
23 October, 2002 20,000 26 5p 231005 231012
1 October, 2003 20,730 117 0p 01 1006 011013
24 March, 2004 157,759 174 Qp 24 03 07 240311
24 March, 2004 17,241 174 Op 24 03 07 2403 14
4 November, 2004 9,085 188 5p 04 1107 041111
4 November, 2004 15,915 188 Sp 041107 041114
20 October, 2005 28,790 123 7p 201008 201012
20 October, 2005 121,210 123 7p 201008 201015
21 March, 2007 22,208 154 2p 210310 210314
21 March, 2007 71,792 154 2p 210310 210317

Details of directors’ share options are disclosed m the Report of the Board on Directors’ Remuneration on
pages 10to 13
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25. Consolidated statement of changes in equity

Called
up Share
Capttal
£000

Balance at 1 July
2005 8,166
IAS39 adjustment

Share
Premium
Account

000

6,593

Share
Option
Reserve
£000

74

Translation
Reserve
£000

43

Capital
Resene
£000

3,618

Retained
Earnings Toral
£000 £000
27,485 45,979

570 570

Profit for the
financial year -

Recognised

directly in

equity

Dividends -

Exercise of equity
share options
124
Provision for
share based

paymenis -

Currency
translation
differences on
foreign currency
net invesiments

295

79

(4

15,089 15,089

(5,760) (5,760)

- 419

- (74)

Balance at 30
June 2006 8,290

Profit for the
financial year -

Recognised

directly in

equity

Dividends -

Exercise of equity
share options 42

Provision for
share based

payments -

Utihsation of
share based

payments .

Deferred tax on
utilisation of
share based

payments -

Currency

translation

differences on

foreign currency

net investments -

6,388

166

153

75

42

Gy

(218)

3,618

37,384 56,302

12,181 12,181

(32,490) {32,4%0)

- 208

42 -

(U] (13}

. (218)

Balance at 30
June 2007 8,332

7,054

136

(249}

3,618

17,104 36,045
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25. Consolidated statement of changes in equuty (continued)

The share prermum account records the consideration premium for shares 1ssued at a value that exceeds their
nominal value

The share option reserve represents the fair value of share options granted as outlined tn note 24

The translation reserve 1s used to record exchange differences ansing from translation of the financial
statements of the Group’s overseas subsichary

The capital reserve arose m 1999 and 2000 1n relation to corporate restructunng

26.  Net cash inflow from operating activities

Year ended Year ended
30 June 30 June
2007 2006
£000 £000
Operating profit 15,142 18,937
Increase 1n share option reserve 75 79
Exchange translation differences (8) (6)
Amortisatron of product developrnent 491 1,851
Depreciation 334 457
Profit on sale of tangible fixed assets - (3)
(Increase)/Decrease in inventones (1,595) 2,602
Increase 1n debtors (5,209) (1.239)
Increase 1n creditors 2,080 3,876
{Decrease)/Increase 1n provisions (3,339) 2465
Net cash inflow from operating activities 7,971 29,019
27.  Analysis of cash and cash equivalents
At 1 July Cash Exchange At 30 June
2006 Flow Movement 2007
£000 £000 £000 £000
Cash 19,513 (7,945) (189) 11,379
Money market deposits 36,914 (20,531) (196) 16,187
56,427 (28,476) {385) 27,566

Deposits are treated as cash if they are repayable on demand without notice and without penalty or 1f they
can be withdrawn within 24 hours Other cash deposits, all of which have a matunity of less than three
months, are treated as money market deposits

28. Financial instruments

The Group’s financial instruments, other than derivatives, comprise cash and liquid resources,
documentary letters of credit as well as items such as trade debtors and trade creditors that anse directly
from the Group’s operations The main purpose of these financial imstruments 1s to provide finance for the
Group’s operations The Group has no borrowings

The Group also enters into currency derivative transactions (forward foreign currency contracts) The
purpase of such transactions 1s to manage the currency risks ansing from the Group’s operatiens It 15, and
has been throughout the period under review, the Group’s policy that no trading 1n financial nstruments
shall be undertaken

The main nsks ansing from the Group’s financial mstruments are interest rate sk, hquidity rnisk and
foreign currency nsk The Board reviews and agrees policies for managing each of these nisks and they are
summansed below These policies have remained unchanged since 1 July 2006

{a) Interest rate risk

The Group finances 1ts operations through retained profits and the use of documentary letters of credit
Cash 15 placed on deposit for up to three months at fixed rates of interest
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28.  Fmancial instruments (continued)

(b) Liquidity risk
The Group’s policy throughout the year ended 30 June 2007 has been to ensure that 1t has adequate
hquidity by the use of documentary letters of credit and the Group’s cash resources

(c) Foreign currency risk

A sigmficant proportion of the Group’s purchases are 1n currencies different from the selling currency It
1s the Group’s policy to manage this exposure by progressively purchasing the currency forward once an
order 15 placed with a suppher

The Group has one small overseas company, operating in Hong Kong, which has no material impact
through exchange rate movements on the Group’s sterling balance sheet

The interest rate and currency exposure of the Group’s net cash deposits was as follows

30 June 30 June

2007 2006

£000 L0060

Sterling deposits 18,515 50,365
US Dollar deposits 8,823 4,386
Other currency deposits 228 1.476
27,566 56,427

The cash deposits which all have a matunity date of less than three months were all at fixed rates of
interest As at 30 June 2007 the Group had an unsecured overdraft facility of £2 6m (2006 £2 8m) which
1s renewable annually on 31 December Anamount of £ml (2006 £mil) was utilised under this facility as at
30 June 2007

As at 30 June 2007 the Group had a net US dollar exposure comprising the monetary assets and monetary
liabthties denormunated 1n US dollars  Such transactional exposures give rise to the net exchange gains and
losses recognised 1n the profit and loss account  As at 30 June 2007 the net US dollar asset was £9 2m
(2006 £1 Om asset) and the net Euro asset was £0 6m (2006 £1 5m) As at 30 June 2007 there were no
matenal differences between the book values and fair values of the Group’s financial assets and habilities

Currency Derivatives

The Group utihses currency derivatives (forward currency contracts) to manage the currency exposure that
anise on purchases denomunated in foreign currencies (mamly US dollars) and from sales 1n foreign
currencies {(mainly euros)

At the balance sheet date, the total notional amount of outstanding foreign exchange contracts that the
Group has commutted to are as below -

30 June 30 June

2007 2006

£000 £000

Forward foreign exchange contracts 50,953 2,768

As at 30 June 2007, the fair value (based on balance sheet date exchange rates) was estimated to be
£50,339,000 (2006 £2,703,000)

The Group's denvative contracts do not qualify for hedge accounting and are valued (1 ¢ marked to
market) at the balance sheet date and any resulting profit or losses are taken to the income statement
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29, Fmancial commitments

(a)  Capital commtments

At 30 June 2007 there was no capital expenditure contracted for but not provided m these financial
statements (2006 £ml) There were no other contracted commutments, other than those provided in the
financial statements (2006 £ml)

{b) Operating lease commitments
At 30 June 2007 the Group had commtments under operating leases relating to land and buildings The
rent payable under these leases 15 as follows

30 June 30 June

2007 2006

£000 £0a4

Within one year 248 248
Between two and five years inclusive 479 727
727 975

30. Related party transactions

Amstrad plc rents office space n Brentwood from Amsprop Estates Limuted (“Amsprop”), a company
controlled by Sir Alan Sugar The leases with Amsprop run from 3 June 2000 for ten years with a five year
break clause on 3 June 2005 Effective from that date a new rent was agreed for the remamng 5 years to 3
June 2010 The rent payable 15 the same as paid by unrelated third parties for identical floors in the same
building  On 24 June 2005 the Group entered into a new lease with Amsprop for an additional floor The
rent payable 1s the same as the other floors and the lease 1s co-terminous with the other leases During the
year rent of £248,000 (2006 £248,000) was paid to Amsprop As at 30 June 2007 the Group owed rent to
Amsprop of £62,094 (2006 £ml) During the year the Group charged £3,390 (2006 £ml) to Amsprop for
IT support services supplied during the year As at 30 June 2007 Amsprop owed the Group £1,025 (2006
£ml)

During the year the Group purchased from Viglen Limuted (“Viglen™), a company controlled by Sir Alan
Sugar, computer equpment and services with a total value of £33,565 (2006 £15,256) Asat 30 June
2007 the Group owed Viglen £24,082 (2006 £740)

During the year the Group charged £2,770 (2006 £2,260) to Amsair Executive Aviation Limuted, a
subsidiary of Amsair Limited, a company controlled by Sir Alan Sugar, for [T support services supphed
during the year As at 30 June 2007 Amsair Executive Aviation Lirmuted owed the Group £188 (2006
£1,551)

During the year the Group charged £460 (2006 £ml} to Amstar Media Limuted, a subsidiary of Amshold
Group Limited, a company controlled by Sir Alan Sugar, for IT support services supplied dunng the year

By virtue of Sir Alan Sugar’s nterest mn 14 7% of the ordinary shares 1n Tottenham Hotspur plc
(“Tottenham”) he had an interest in a one year contract agreed on 23 May 2006 for the purchase from
Tottenham of advertising and box hire relating to the 2006/2007 football season, for a total consideration
of £39,000 On 29 May 2007 a new one year contract was agreed for the 2007/2008 football season for a
total consideration of £42,000 As at 30 June 2007 the Group owed Tottenham £mi (2006 £ml} On2
July 2007 Sir Alan Sugar sold his interest in Tottenham and no longer has a disclosable interest

As disclosed m the Report of the Board on Directors’ Remuneration, Sir Alan Sugar’s services are
provided to Amstrad plc by Amshold Lirmited (“Amshold”), a company owned by Sir Alan Sugar

As disclosed n note 14, DSG international plc (“DSG™) owns 10 2% of Amserve Limuted In the year
ended 30 June 2007 the Group received e-mailer returns from DSG of £15,000 (2006 made sales to DSG
of £261,000) As at 30 June 2007 the Group owed DSG £4,000 (2006 £1,000) n relation to the return of
e-mailers by DSG
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31. Post balance sheet event

On 31 July 2007, Sky Digital Supplies Limuted, a wholly-owned subsidiary of British Sky Broadcasting
Group plc (BSkyB), made a recommended cash offer (with a loan note alternauive) for the entire 1ssued
and to be 1ssued share capital of the Company

On 5 September 2007 the directors of Sky Digital Supphes Limited announced that all of the conditions of
the offer had been satisfied or waived Accordingly, the offer was declared unconditional 1n all respects

On 7 September 2007 the directors of Sky Digital Supplies Limited announced that as valid acceptances
had been received in respect of more than 90% 1n value and voting nghts of the Company’s share capital
Sky Digital Supplies Limited would commence sending notices to non-assenting Amstrad shareholders
implementing the procedures set out in the Compames Act 2006 to acquire compulsonly those Amstrad
shares which have not assented to the offer On the same date 1t was announced that an application would
be made to the UK Listing Authority for the de-listing of Amstrad from the London Stock Exchange with
effect from 8 October 2007

In the year ended 30 June 2007 the Group made net charges to BSkyB of £50,179,000 (2006
£56,152,000) As at 30 June 2007 the Group was owed £4,555,000 (2006 £5,286,000) by BSkyB
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Independent auditors’ report to the members of Amstrad plc

We have audited the individual company financial statements of Amstrad plc for the year ended 30 June
2007 which comprise the balance sheet and the related notes 32 to 43 These individual company financial
statements have been prepared under the accounting policies set out therein

The corporate governance statement and the directors’ remuneration report are included m the group
annual report of Amstrad ple for the year ended 30 June 2007 We have reported separately on the group
financial statements of Amstrad plc for the year ended 30 June 2007 and on the information in the
directors’ remuneration report that s described as having been audited

Thus report 1s made solely to the Company’s members, as a body, 1n accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the Company’s
members those matters we are required to state to them m an auditors’ report and for no other purpose To
the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the

Company and the Company’s members as a body, for our audit work, for thus report, or for the opinions we
have formed

Respective responsibihties of directors and auditors

The directors’ responsibilities for preparing the annual report and the individual company financial
statements 1n accordance with applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice) are set out in the statement of directors’
responsibilities

Our responsibulity 15 to audit the mdividual company financial statements in accordance with relevant
Unuted Kingdom legal and regulatory requirements and Internattonal Standards on Auditing (UK and
Ireland)

We report to you our optmion as to whether the mdividual company financial statements give a true and
fair view, 1 accordance wath the relevant financial reporting framewaork, and whether the individual
company financial statements have been properly prepared m accordance with the Companies Act 1985
We report to you whether 1n our opinion the information given in the directors’ report 1s consistent with
the mdividual company financial statements We also report to you if, 1 our opimon, the Company has
not kept proper accounting records, 1f we have not recerved all the information and explanations we
require for our audt, or 1f information specified by law regarding directors’ remuneration and other
transactions 15 not disclosed

We read the other information contamned 1n the annual report for the above year as described mn the
contents section and consider the implications for our report if we become aware of any apparent
musstatements with the mdividual company financial statements

Basis of audit opinmion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the mdividual company financial statements It also mncludes an assessment of
the sigmificant estimates and judgements made by the directors in the preparation of the individual
company financial statements, and of whether the accounting policies are appropriate to the Company’s
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtamn all the information and explanations which we
considered necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the
individual company financial statements are free from material musstatement, whether caused by fraud or
other mregulanty or error In forming our opinion we also evaluated the overall adequacy of the
presentation of information i the individual company financial statements
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Opimion

In our opinion

. the individual company financial statements give a true and fair view, 1n accordance with United
Kingdom Generally Accepted Accounting Practice, of the state of the Company's affawrs as at 30
June 2007,

. the individual company financial statements have been properly prepared in accordance with the

Companies Act 1985, and

. the information given m the directors’ report 1s consistent with the financial statements

}kﬁk Ccl"c:%uc,\& U?
Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London
20 September 2007
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Company Balance Sheet

Fixed assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falhing due within one year
Net current assets

Total assets less current liabilities

Provisions for habilities

Total net assets

Called up share capital

Share premium account

Share option reserve

Capatal reserve

Profit and loss account

Equity shareholders’ funds

ancial

u
Chairman

41

Notes

34
35

36
37
38

40

41

23
42
42
42
42

As at
30 June
2006
As at (1 estated for
30 June FRS20 see
2007 note 42)
£000 1000
599 601
11,505 11505
12,104 12,106
33 168
16,522 11,426
27,353 55,909
43,908 67,503
(26,245) {21 025)
17,663 46,478
29,767 58,584
{4,401) (7,740)
25,366 50 844
8,332 8,290
7,054 6,888
186 153
1,198 1.198
8,596 34,315
25,366 50,844

were approved by the Board of Directors on 20 September 2007
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32.  Principal accounting policies

{a)  Basis of accounfing
The Company financial statements are prepared m accordance with the historical cost convention
and 1n accordance with applicable United Kingdom accounting standards The accounting policies
have been consistently apphied in the current and previous year, other than for the adoption of
FRS20, as disclosed 1n note 43

(b) Turnover
Turnover 1s recogmsed when the Company obtains the rights to consideration in exchange for 1ts
performance Turnover comprises mvoiced sales and services less returns and VAT

(¢) Tangible fixed assets
Property, plant and equipment are stated at cost less accumutated deprecation and, where
appropriate, provision for impairment 1n value or estimated loss on disposal Property, plant and
cquipment are depreciated over their estimated useful lives on a straight-line basis as follows

Tooling up to 2 years
Fixtures, fittings, office equipment and motor vehicles 4 years

(d) Investments
Investments are included at cost less amounts written off to reflect an impairment i value

(¢ Cash
Deposits are treated as cash if they are repayable on demand without notice and without penalty or
if they can be withdrawn wittun 24 hours Other cash deposits, all of which have a maturity of less
than three months, are treated as liquid resources

M Stocks
Stocks are stated at the lower of the cost and net realisable value Cost represents all direct costs
incurred 1 bringing stocks to their current condition and location  Net realisable value 15 assessed
after taking mto account any provistons for slow moving or obsolete stocks

(g) Taxation and deferred taxation
The tax expense represents the sum of the corporation tax currently payable and deferred tax

The corporation tax currently payable is based on taxable profit for the year Taxable profit differs
from net profit as reported n the ncome statement because 1t excludes 1tems of income or expense
that are taxable or deductible 1n other years and 1t further excludes items that are never taxable or
deductible The Company’s liability for current tax 1s calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrymg
amounts of assets and labilities n the financial statements and the corresponding tax bases used 1n
the computation of taxable profit, and 15 accounted for using the balance sheet liability method
Deferred tax liabilities are generally recogmsed for ail taxable temporary differences and deferred
tax assets are recogmsed to the extent that 1t 1s probable that taxable profits will be available aganst
which deductible temporary differences can be utihsed

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to
the extent that 1t 1s no longer probable that sufficient taxable profits will be avaitable to allow all or
part of the asset to be recovered Deferred tax 1s calculated at the tax rates that are expected to
apply 1n the period when the Liabilty 1s settled or the asset is reahsed Deferred tax assets and
habilities are not discounted
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32.  Principal accounting policies {continued)

{h)  Foragn currencies
Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction except where a transaction 1s covered by a related or matching forward contract in
which case the rate of exchange specified in the contract 1s used Monetary assets and Liabilities
denominated 1n foreign currencies are translated using the rate of exchange ruling at the balance
sheet date, or where appropriate the rate of exchange specified 1n a related or forward contract, and
the gains and lesses on translation are included 1n the profit and loss account

)] Warranty
Provision 1s made for costs relating to anticipated sales returns of products within their warranty
period and the cost of repainng units that become faulty wathun their warranty period

n Royaltres
Provision 1s made for royalties where the owners of patents covening technology allegedly used by
the Group have indicated claims for royalties relating to the Group’s current and past use of that
technology The provision 1s made on the basis of the latest information available

33.  Profit for the year

In accordance with the exemption allowed by Section 230(4) of the Compamies Act 1985, the Company
has not presented its own profit and loss account The parent company's profit after taxation for the
financial year amounted to £6 7 mlhon (2006 as restated {see note 43) £29 7 muilion)

34. Tangible assets

Property,
plant and
equipment
£000
Cost
At 1 July 2006 2,226
Additions 223
At 30 June 2007 2,449
Depreciation
At 1 July 2006 1,625
Charge for the year 225
At 30 June 2007 1,850
Net book value
At 30 June 2007 599
At 30 June 2006 601
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35, Investments

Investments at 30 June 2007 of £11,505,000 (2006 £11,505,000) comprise shares in subsidiary and joint
venture undertakings at cost of £19,306,000 (2006 £19,306,000) less provisions of £7,801,000 (2006
£7,801,000) The following information relates to the Company’s principal undertakings which are all
engaged 1n the Company’s principal activity

Company's
Percentage of
allotted equity Country of
Name of Subsidiary owned incorporation
Amstrad Satellite Products Lirmted 100 0% United Kingdom
Integra Electromes Limted 100 0% Umnited Kingdom
Amstrad International Limuted 100 0% Hong Kong
Name of Joint Venture
Amserve Limited 89 8% Uruted Kingdom
36.  Stocks
30 June 30 June
2007 2006
£000 £000
Fimshed goods and goods
for resale - 46
Raw matenals and consumables 33 122
33 168

The difference between the carrymng value of the stocks and their replacement cost 15 not matenal

37 Debtors

30 June 30 June
2007 2006
£000 4000
Trade debtors 7,047 7.224

Amounts owed from
subsidiary undertakings 318 685
Other debtors 8,093 1.842
Other taxes 554 318
Prepayments and accrued income 325 448
Corperation tax receivable - 17
Group rehef receivable - 669
Deferred tax asset (see note 38) 185 223
16,522 11,426

Other debtors principally relates to amounts owed by product manufacturers for key components sourced by
Amstrad for use in future production
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38. Deferred tax asset

30 June
2006
(1estated
Jor FRS20
see note
42)

L0006

176

46

1

223

Year ended
30 June
2006
£000

269
22

291
(68)

223

30 June
2006
L0000

18 995
36,914

30 June
2007
£000
Fixed asset timing differences 129
Share based payments 56
Other short term timing differences -
185
Movement on deferred tax asset Year ended
30 June
2007
£000
At 1 July (as previously reported}) 177
Restatement for FRS20 (see note 43) 46
At 1 July (restated) 223
Charge to the profit and loss account 38)
At 30 June 185
39.  Cash at bank and in hand
30 June
2007
£000
Cash 11,166
Laiguid resources 16,187
27,353

55,509

Deposits are treated as cash if they are repayable on demand without notice and without penalties or if they can be
withdrawn within 24 hours Other cash deposits, all of which have a maturity of less than three months, are

treated as liquid resources

40.  Creditors amounts falling due within one year

30 June 30 June
2007 2006
£000 Lo0o
Trade creditors 5,542 3.650
Amounts owed to
subsidiary undertakings 14,545 11,696
Corporation tax payable 121 -
Other taxes and social secunty 670 1,283
Accruals and deferred income 5,367 4,396
26,245 21025
41. Provisions for liabihities
Provisions, which are in respect of goods returned under warranty and royalties, were as follows -
Warranty Royalnies Total
£000 £000 £000
At 1 July 2006 6,460 1,280 7,740
Provided in the year 4,082 77 4,159
Released in the year (502) - (502)
Utihsed 1n the year (6,996) - (6,996)
At 30 June 2007 3,044 1,357 4,401

It1s generally expected that the costs provided for wall be incurred within three years of the balance sheet date
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41. Provisions for liabitities (continued)

A warranty provision 1s made on every unit sold to cover the forecast costs of repairing units that fail
within their warranty period The amount that 1s provided per unit 1s an estimate and 1s normally based on
past experience Adjustments are made to the warranty provisions i light of product retums experence
In the year to 30 June 2007 provisions of £0 5m (2006 £2 Om) were released in relation to mature
products approaching the end of their warranty peniods In the year to 30 June 2006 the amount provided
1n the year mcluded an exceptional charge of £3 9m mn relation to the farlure of a specific component on
one product type

The owners of patents covenng technology used by the Group have indicated claims for royalties relating
to the Groups current and past use of that technology The directors have accordingly made a provision
for potential royalties payable based on the latest information available

42 Share premum account and reserves
Share Share Profit
premium option Capuital and loss
accoun!t reserve reserve account Toral
£000 £000 £000 £000 £000
At 1 July 2006 (as previously reported) 6,888 - 1,198 34,422 42,508
Restatement for FRS20 (see note 43) - 153 - (107 46
At 1 July 2006 (restated) 6,888 153 1,198 34,315 42,554
Premium on shares 1ssued during the year 166 - - - 166
Provision for share based payments - 75 - - 15
Utilisatton of share based payments - (42) - 42 -
Profit for the financial year - - - 6,729 6,720
Dividends - - - (32,450) (32,490)
7,054 186 1,198 8,596 17,034

43. Impact of restatement

FRS20 requires the Company to recogmuse a charge to the profit and loss account for the fair value of
outstanding share options The fair value 1s determuned using the Black-Scholes option pricing modet
The charge 1s recogmised 1n the profit and loss account over the vesting penod, reflecting the expected
levels of vesting  This applies to options granted after 7 November 2002 which had not vested at

1 January 2005 The balance sheet at 30 June 2006 had been re-stated accordingly and the impact 1s as

follows -
UK GAAP as Impact of

previcusly prior year UK GAAP
reported adjustment as restated
£000 £000 £000
Total net assets 50,798 46 50,844
Called up share capital 8,290 - 8,290
Share premium account 6,888 - 6,888
Share option reserve - 153 153
Capital reserve 1,198 - 1,198
Profit and loss account 34,422 (107) 34315
50,798 46 50,844
Retaned profit for the year ended 30 June 2006 24,034 {55) 23,979
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Group Financial Record

Revenue

Gross profit (*)
Net operating expenses

Operating profit

Net finance income

Profit before taxation
Taxation

Profit after taxation
Minority interest

Profit attributable to shareholders

Basic earnings per share

Net assets

Financed by
Share capital
Reserves and share premium

Equity shareholders' funds
Minonty interest

Total equuty

Year Year Year Year Year
Ended ended ended ended ended
30 June 30 June 30 June 30 June 30 June
2007 2006 2005 2004 2003
IFRS IFRS IFRS UK GAAP UK GAAP
£000 £000 £000 £000 £000
68,770 91,651 101,507 57,367 43,849
21,609 26,942 26,016 21,858 10,748
(6,467) (8,005) (7,618) (6,706) (7.599)
15,142 18,937 18,398 15,152 3,149
1,758 1,274 1,206 489 639
16,900 20,211 19,604 15,641 3,788
(4,719) (5,122) (5,582) (3,522 (1,286)
12,181 15,089 14,022 12,119 2,502
- - - (329) 433
12,181 15,089 14,022 11,790 2,935
14 6p 18 4p 17 2p 14 6p 37p
36,045 56,302 45,979 32,476 24,183
8,332 8,290 8,166 8,101 8,021
27,713 48,012 37,813 24,011 16,127
16,045 56,302 45,979 32,112 24,148
- - - 364 35
36,045 56,302 45,979 32,476 24,183

* Gross profit for the year ended 30 June 2006 1s stated after exceptional costs of £3 9m (2005 £5 2m,

other years £ml)

The results and balance sheets for the years ended 30 June 2003 and 30 June 2004 have not been restated

to reflect the transition to IFRS
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Notice of meeting

NOTICE IS HEREBY GIVEN that the eighteenth Annual General Meeting of the Company will be held at
Brentwood House, 169 Kings Road, Brentwood, Essex CM14 4EF on Thursday 6 December 2007 at 11 00 am for
the transaction of the following business

Ordinary business

(W - P N ]

To recetve and adopt the financial statements of the Company for the year ended 30 June 2007 and the
reports of the directors and auditors thereon

To re-elect Sir Alan Sugar who retires by rotation

To elect MrJ Murdoch

To elect Mr ] Darroch

To re-appoint Deloitte & Touche LLP as auditors of the Company until the conclusion of the next Annual
General Meeting of the Company and to authorise the directors to agree their remuneration

Speaial business
To consider and, 1f thought fit, pass the following resolutions of which resolution number 6 will be proposed as an
ordinary resolution and resolution nurmber 7 will be proposed as a special resolution

6

That the directors be and are hereby generally and unconditionally authorised pursuant to section 80 of the
Companies Act 1985 to exercise the power of the Company to allot relevant securities (within the meaning
of section 80 of the Compantes Act 1985) up to an aggregate nominal amount of £480,696 to such persons
and at such times and on and subject to such terms as the drrectors shall determine provided that this
authonty shall unless renewed expire on the conclusion of the next Annual General Meeting of the
Company after passing of this resolution, save that the Company may before such expiry make any offer or
agreement which would or might require relevant securities to be allotted after such expiry and the directors

may allot relevant securities 1n pursuance of such offer or agreement as if the authority conferred hereby had
not expired

That subject to the passing of resolution 6 set out 1n the notice conveming this Meeting, the directors be and
they are hereby empowered pursuant to section 95 of the Companies Act 1985 (the “Act”) to allot equity
securities (within the meaning of section 94 of the Act) for cash pursuant to the authority referred to 1n
resolution 8 of the notice convening this Meeting as 1f section 89(1) of the Act did not apply to such
alletment provided that this power shall be limited

(a} tothe allotment of equity securities in connection with an 1nvitation or offering by way of nghts in
favour of holders of equity securities and any other persons entitled to participate in such 1ssue or
offering where the equity securities respectively attributable to the interests of such holders and
persons are proportionate (as nearly as maybe) to the respective numbers of equity securittes held by
or deemed to be held by them on the record date of such allotment subject only to such exclusions or
other arrangements as the directors may consider necessary or expedient to deal with fractional
entitlements or legal or practical problems under the laws of, or requirements of any recognised
regulatory body, 1n any terntory, and

(b) to the allotment (otherwise than pursuant to sub-paragraph (a) above) of equity securities up to an
aggregate nomnal value not exceeding £416,579,

provided that the authonity hereby conferred shall unless renewed expire on the conclusien of the next
Annuat General Meeting of the Company after the passing of this resolution, save that the Company may
before such expiry make an offer or agreement which would or might require equity secunities to be allotted
after such expiry and the directors may allot equity securities in pursuance of such an offer or agreement as
if the power conferred hereby had not expired
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