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DEM Manufacturing Limited
Director's Report

The drectors present their annual report on the affairs of the company, together with the financial statements for the year ended 30
September 2007

CHANGE OF NAME
On the 19 December 2006 the name of the company was changed to DEM manufacturing Limited from Deltron Emcon Limited

PRINCIPAL ACTIVITY

The company’s principal actwity dunng the year continued to be that of the designing, manufactunng and selhng of
electromechamcal products and components

RESULTS AND DIVIDENDS

The turnover during the year was £6 3 milion {2006 £6 4 million) The profit for the year, after taxation and exceptiona! costs of £nil
{2006 £1 3 miilion), amounted to £0 1 milion compared with a £1 1 million loss in the previous year The directors do not
recommend a dividend for the year (2006 - £nil}

REVIEW OF THE BUSINESS

The company has managed to maintain its turnover and make a profit despite the market conditions being difficult Actien have been
taken to reduce its cost base and to increase its profitability

OIRECTQORS AND THEIR INTERESTS

The directors who served dunng the year are hsted within the {ist of offices and professional advisors None of the directors have
any interest in the shares of the company M R Kent and P V Allen are directors of the ulttmate holding company, Abacus Group plc
and therr terest in the holding company share capital 1s shown n the financial statements of that company

POLITICAL AND CHARITABLE DONATIONS
Duning the year the company made no charntable donations (2006 - £nil)
CREDITOR PAYMENT POLICY

The company endeavours to pay therr trade creditors and other suppliers in accordance with the terms of payment agreed at the
time the contract of supply 15 made, to keep supphers informed of the company’s terms of payment and to make payments in
accordance therewith At the end of the year, the company had an average of 61 days (2006 — 62 days) purchases outstanding in
trade creditors

EMPLOYEE CONSULTATION

DEM Manufactunng Limited values the imvolvement of its employees [t has continued to inform employees, through meetings and
the intranet, of matters affecting them and of company performance DEM Manufacturing Limited consults employee representatives
regularly on a wide range of matters affecting their current and future interests All elgible employees may join the Share Save
Scheme at regular intervals

EQUAL OPPORTUNITIES

The Company s committed to providing equal opportunities to all employees, imespective of sex, mantal status, creed, colour, race,
ethnic ongin or disability The commitment covers recruiting, traming, career development and performance appraisal Abacus
Electronics Holdings Limted strives to mantain employment of those who become disabled while employed and to prowide
specialist support, where appropnate The Company will continue to moniter s application of this policy and its compliance with
legislation and codes of best practice

MANAGING BUSINESS RISK
Discussed below are the Company's five major business risks, together with the systems and iniiatives tn place to address them

Market

The UK manufactuning market 1s subject to fluctuations of demand by customers These fluctuations are linked to the economic
cycle and also to the mugration abroad of manufacturing activity The Company actively seeks to manage its exposure to these
fluctuations by monttoring stock levels, restncting its dependence on large customers, and maintaiung close working retationships
with suppliers

Operational

This relates to the nsk of financial loss and damage to reputation resulting from inadequate or failed internal processes and systems
and from the actions of people or external events The Company manages this nsk through appropnate controls and loss mitigation
actions




DEM Manufacturing Limited
Director's Report (continued)

Examples include

a) taking suffictent insurance cover, including for business interruption,

b) maintaining a details disaster recover plan for all major sites,

c) maintaining ngerous data backup procedures,

d) performing regular risk assessments at each of the Company’s locations,

e) carrying out a regular review of the principal suppliers and customers of the Company, and how each impacts on the
Company's business,

f) regularly reiewing actual performance against budgets and forecasts,

Q) establishing clearly defined procedures for the authonsation of majer new investments and commitments

In addition, spectalist support functions provide expertise in ensunng the Company adheres to local regulatory and legal
requirements

Credit
The Company assesses the creditworthiness of new customers before commencing trade with them Based on this and the
customer's capital base, authonsed imits of credit are set A proactive approach to the identification and control of bad and doubtful

debls 1s maintained and significant credit nsks are lighlighted to the Board

Liquithty
This relates to the nsk that the Company is unable to fund its requirements either because of insufficient banking facilies or

hecause it 15 constrained by the nsk of breaching banking covenants Followtng the significant reorganisation of borrowings during
the year, the majority of the Company's bank facilities were and are avasiable on a committed basis rather than as an overdraft

The Company funds its day {o day operations and short term assets through a muxture of retained profits, creditors, and short-term
bank overdrafi and invoice discounting facilities, and its long term assets through bank term loans The Company's policy on liguidity
is to ensure that there are sufficent medium and long-term commutted borrowing facilities to meet funding requirements It 1s
Company policy not to trade in or enter into speculative transactions The Company pays interest on all debt financing arrangements
at an agreed margin over current bank base rates The majonty of the cash comprises bank balances with HSBC Bank ple, which
the Company considers creditworthy The Company complied with all the relevant bank covenants during the year

Foreign currency and interest rate nsk

The Company has significant transachional currency exposures Such exposures arse from sales and purchases by operating units
In currencies other than the unit’s functional currency When appropnate, the Abacus Group seeks to cover net foreign exchange
exposures with forward contracts, which are arranged centrally, and by negotiating sales and purchases in the same curiency where
appropriate

KEY PERFORMANCE INDICATORS

The senior management of the Company focus on three key indicators of financial performance bookings, billings and gross profit
margin These are monitored datly across the geographic business units with explanation sought for vanance against expectations
(which are based on budget and previous years' experience)

In addition, on a monthly basis, detalled management accounts are prepared for senior management, including non executive
directors These provide analysis in detall, by geographic area, of bookings, bilings, cost of sales and gross profit, operating
expenses, each measured against budget and prior years

Working capdal 1s rnonitored monthly against budget and pnior year, with particular focus on Group borrowings to ensure that bank
covenants are fully comphed with Receivables and inventones are also monitored In detail to ensure that credit terms are being
respected and enforced, and that stock turn 1s appropriate

Finally, other non financial indicators monitored on a monthly basis include order processing matnces, delivery times and accuracy,
staff nurmbers and turnover

DIRECTORS' QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The Company has granted an indemmity to one or more of s direclors against hability in respect of proceedings brought by third
parties, subject to the conditions set out in the Companies Act 1985 Such qualifying third party indemnity provision remains i force
as at the date of approving the director’s report The Abacus Group, and all of its subsidiaries, maintain directors’ and officers’
iabity insurance to mitigate the tmpact of any such proceedings




DEM Manufacturing Limited
Director's Report (continued)

DIRECTORS’ STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS
The directors who were members of the board at the time of approving the directors’ report are histed on page 1 Hawing made
enquines of fellow directors and of the company’s auditors, each of these directors confirm that

- To the best of each director's knowledge and belief, there 1s no information relevant to the preparation of their report of

which the company’s auditors are not aware, and

- Each director has {aken all the steps a director might reasonably be expected to have taken to be aware of relevant
audit information and to establish that the company’s auditors are aware of that information

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are respensible for preparing the Annuat Report and the financial statements 1n accordance with applicable law and
regulations

Company law requires the directors to prepare financial statements 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 preparnng those financial stalements, the
directors are required to

. select suitable accounting pobcies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,
. state whether applicable accounting standards have been followed, and

. prepare the financial statements on the gomg concern basis unless iti1s Inapproprtate to presume that the company will
continue In business

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the company and to enable them to ensure that the financial statements comply with the Companies Act 1585
They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and
delection of fraud and other irregulanties

AUDITORS

A resolution for the reappointment of Ernst & Young LLP as Audilars of the company Is to be proposed at the forthcoming Annual
General Meeting

By order of the hoard

A Bateman
Company Secretary
May 2008




Independent Auditors’ Report

to the members of DEM Manufacturing Limited

We have audited the Company s financial statements for the year ended 30 September 2007 which compnse the Profit and Loss
Account, Balance Sheet and the related notes 1 to 21 These financial stalements have been prepared on the basis of the
accounting policies set out theren

This report ts made solely to the Company s members, as a body, in accordance with Section 235 of the Companies Act 1985 Qur
audit work has been undertaken so that we might state to the company’s members those matters we are required to state to them in
an auditors’ report and for no other purpose To the fullest extent permitted 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 wark, for this repon, or for the opinions we
have formed

Respective responsibilities of directors and auditors
The Directors' responsibilites for prepanng the financial statements in accordance with apphicable Umited Kingdom law and
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibtlities

Our responsibifity 1s to audit the Company's financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and lreland)

We report fo you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given in the Directors’
Report 1s cansistent with the financial statements

In additron we report 1o you If, in our apinion the Company has not kept proper accounting records, iIf we have not received all the
information and explanations we require for our audit, or If information specified by {aw regarding Directors’ remuneration and other
transactions 15 not disclosed

We consider the implications for our report If we become aware of any appareni misstatements or matenal inconsistencies with the
financial statements  Qur responsibilities do not extend 1o any other information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Audiing Practices
Board An audit includes examination, on a lest basis, of evidence relevant to the amounts and disclosures n the financial
statements I also includes an assessment of the significant estimates and judgements made by the directors in the preparation of
the financial statements, and of whether the accounling policies are appropniate to the company's circumstances, consistently
applied and adequately disclosed

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 financial statements are free from matenal misstatement,
whether caused by fraud or other uregularty or error In forming our opimon we also evaluated the overall adequacy of the
presentation of information in the financial statements

Opiion

In our opinion

« the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice,
of the state of the Company's affars as at 30 September 2007 and of the Company's profit for the year then ended,

= the financial statements have been properly prepared in accordance with the Companies Act 1985, and

. the mformaticn given in the Directors’ Report 1s consistent with the Company financial statements

Cpalp & Nowan ¥ 2
Ernst & Young LLP

Registered Auditor
Reading

8 May 2008




DEM Manufacturing Limited

Profit and loss account
for the year ended 30 September 2007

2007 2006
Notes £'000 £'000
Turnover 1 6,302 6,419
Cost of sales {3,840) (3,925}
Gross profit 2,462 2,494
Selling and distribution costs - (90)
Administrative expenses (including exceptional costs relating to
restructuring operations of £ril (2006 £1,269,000)) 2 (2,199) {3,408)
QOperating profit (loss) 3 263 (1,001)
Interest payable and simitar charges 5 {211} (210)
Profit {loss} on ordinary activities before taxation 52 (1.211)
Tax on profit (loss) on ordinary activities 6 29 125
Profit {loss) for the financial year attributable to members of the
Company 81 {1,086)

There 1s no difference between the profit reported above and the equivalent profit calculated on an unmodified historical cost

basis The accompanying notes are an integral part of the Profit and Loss Account

Reconciliation of shareholders' funds

for the year ended 30 September 2007

2007 2006

£'000 £'000
Total recognised gains and losses 81 (1,086)
Reserve credit for share-based payment plan 3 14
Total movements dunng the year g4 {1,972}
Shareholders' deficit at 1 October {1,797) (725)
Shareholders' deficit at 30 September (1,713} (1,797)




DEM Manufacturing Limited
Balance Sheet

as at 30 September 2007

Notes 2007 2008
£000 £000
Fixed assets
Intangible assets 7 273 308
Tangible assets 8 397 340
670 648
Current assets
Stock 9 667 583
Debtors amcunts falking due with:n one year 10 1,287 1,337
1,954 1,920
Credrtors amounts falling due within one year 11 {1,320} (1.652)
Net current assets 634 268
Total assets less current hlabilities 1,304 916
Creditors amounts falling due after more than one year 12 (3,017) {2,713)
Net habilities (1,713) (1,797}
Capital and reserves
Called up share capital 13 1 11
Share premium account 14 2 2
Profit and loss account 14 {1,726) {1,810}
Shareholders’ deficit {1,713) (1,797)

The financial statements were approved by the Board of Directors on % May 2008 and were signed on its behalf by

e

P ¥ Allen
Director




DEM Manufacturing Limited

Statement of Accounting Policies
30 September 2007

The principal accounting policies are summansed below They have all been applied consistently throughout the year and
the preceding year

Basis of accounting

The accounts have been prepared under the historic cost convention and in accordance with the apphcable United Kingdom
standards (UK GAAP) and Law

Intangible assets

Intangible assets are carried at cost less accumnutated amortisation and accumulated impairment losses Goodwill anises on
the acquisition or transfer of subsidiary undertakings and businesses If the farr value of the consideration given exceeds the
fair value of the identifiable assets and iabilities acquired, the difference, goodwill, 1s capitalised Goodwilk 1s written off on a
straight-line basrs over its useful economic hfe, a maximum of twenty years Provision is made for any impairment

The carrying value of intangible assets 1s reviewed for impairment whenever events or changes In circumstances indicate
the carrying value may not be recoverable In addition, the carrying value of capitalised software development expendture 15
reviewed for impairment annually before being brought into use

Property, plant and equipment

Property, plant and equipment {including land and buildings) are stated at cost less accumulaled depreciation and
accumulated impairment losses Such cost includes costs directly attributable to making the asset capable of operating as
intended

Depreciation 1s provided on all property, plant and equipment, other than freehold land The rates calculated to write off the
cost, less estmated residual value based on prices prevating at the balance sheet date, of each asset evenly over its
expected useful Iife are as follows

Leasehold improvements - over period of lease
Plant and machinery - 10% straight hne
Fixtures and fittings - 10% straight kne
Motor vehicles - 25% straight line
Tools and office equipment - 25% straight ine

The carrying values of properiy, plant and equipment are reviewed for Impairment when events or changes mn circumstances
indicate the carrying value may not be recoverable

The gain or loss ansing on the disposal or retirement of an iter of propery, plant and equipment 1s determined as the
difference between the sales proceeds and the carrying amount of the asset and 1s recognised in profit or loss

Research and development

Research expenditure 1s written off against profits in the year in which it 1s incurred Development expenditure 1s also wntten
off, except where directors are satisfied as to the technical, commercial and financiat viabilty of individual projects In such
cases, the identifiable expenditure 15 deferred and amortised over the period dunng which the company 1s expected to
benefit This perod s between two and five years Provision 1s made for any impaiment

Group accounts

The Company is exempt under section 228 of the Companies Act 1985 from the requirement to prepare group accounts and
to dehver them to the Registrar of Companies The accounts present information about the undertaking as an indwidual
undertaking and not as a group The Company 15 ncluded in the consoldated accounts of Abacus Group plc, the
Company's parent undertaking, which 1s registered in England and Wales

Cash flow statement

The consoldated accounts of Abacus Group plc nclude a cash flow statement The Directors have taken advantage of the
exemption in Financial Reporting Standard 1 {revised) and have not presented a cash flow statement for the Company




DEM Manufacturing Limited

Statement of Accounting Policies (continued)
30 Septemnber 2007

Stocks

Stocks are stated at the lower of cost and net realisable value Cost includes all costs incured in bring each product to s
present location and condition, as follows

1) Raw matenals, consumables and goods for resale — purchase cost on a weighted average cost basis

u) Woark in progress and finished goods — cost of direct matenals and labour plus atinbutable overheads based on
a normal level of activity

Net realisable value 1s based on estimated seling price, less further costs expected to be incurred to completion and
disposal Prowvision 1s made for obsolete, slow-moving and defective items where appropnate

Trade and other receivables

Trade recewables, which generally have 30-90 day terms, are recognised and carried at the lower of thewr ongmal invoiced
value and recoverable amount Where the time value of money 1s material, receivables are carned at amortised cost
Provision 1s made when there Is objective evidence that the Group will not be able to recover balances i full Balances are
written off when the probability of recovery 1s assessed as being remote

Cash and cash equivalents

Cash and short-term deposits in the balance sheet compnise cash at banks and i hand and short-term deposits with an
onginal maturity of three months or less

Interest bearing loan and borrowings
All loans and borrowings are initially recognised at fair value less directly attnbutable transaction costs

After initial recegnibion, interest-beanng loans and borrowings are subsequently measured at amortised cost using the
effective interest method

Gains and losses ansing on the repurchase, settlement or otherwise cancellation of liabilities are recogrised respectively In
finance income and finance expense

Taxation
Current tax I1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been enacted
or substantially enacted by the balance sheet date

Deferred tax s provided it full on timing differences which result in an obhgation at the balance sheet date to pay more tax,
or a nght to pay less tax, at a future date, at rates expected to apply when they crystallise based on current tax rates and
law Timing differences anse from the inclusion of items of incame and expenditure In taxation computations i penods
different from those in which they are included in financial statements Deferred tax Is not provided on timing differences
ansing from the revaluahion of fixed assets where there 15 no commitment to sell the asset

Deferred tax assets are recognised to the extent that it 1s regarded as more lkely than not that they will be recovered
Deferred tax assets and liabilities are not discounted

Pensions and other post-retirement benehits

Contributions to money purchase schemes are recognised In the income statement in the penod in which they become
payable

Foreign currency

In preparing the Financial Statements of the Company, transactions m foreign currencies are nibially recorded In the entity’s
functional cuirency by applying the spot exchange rate culing at the date of the transactions Monetary assets and labiliues
denomtnated v foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet
date All differences are taken to the income statement, except (1} when hedge accounting i1s apphed, (i) for differences on
monetary assets and habiliies that form part of the Company’s net investment in foreign operations These are taken diwectly
to equity until the disposal of the net investment, at which time they are recogrused in profit or loss

Non-monetary items that are measured tn terms of histoncal cost 1n a foreign currency are translated using the exchange
rates as at the dates of the wnibtal transactions Non-monetary items measured at fair value 1n a foreign currency are
translated using the exchange rates at the date when the farr value was determined




DEM Manufacturing Limited

Statement of Accounting Policies (continued)
30 September 2007

Turnover

Turnover represents sales, less returns, to external customers excluding value added tax Transactions are recorded as
sales when the delivery of products or performance of services takes place in accordance with the contractual terms of sale

Leases

Assets held under finance leases, which transfer to the Company substantially ali the nsks and benefits inadental to
ownership of the leased item, are capitalised at the inception of the lease, with a corresponding hability being recogrised for
the farr value of the leased asset or, if lower, the present value of the mimimum lease payments Lease payments are
apportioned between the reduction of the lease habiity and finance charges n the income statement so as o achieve a
constant rate of interest on the remaining balance of the liability Assets held under finance leases are depreciated over the
shorter of the estimated useful life of the asset and the lease term

Leases, where the lessor retamns substantially all the nisks and benefits of ownership of the asset, are classified as operating
leases and rentals payable are charged in the incorne statement on a straight line basis over the lease term

Finance costs

Fmance costs of debt are recognised n the profit and loss account over the teim of such instruments at a constant rate on
the carrying amount

Share-based payment

The ultimate holding company, Abacus Group plc, 1ssues equity-settled and cash-settled share-based payments to certain
employees In its subsidiaries, including the Company Equity-settled share-based payments are measured at farr value at
the date of grant The far value determined at the grant date of the equity-settled share-based payments 1s expensed on a
straight-line basis over the vesting period, based on the Group's estimate of the shares that will eventually vest and adjusted
for the effect of non-market-based vesting conditions For cash-settled share-based payments, a hability equal to the portion
of the services received i1s recognised at the current fair value detenmined at each balance sheet date

Fair value 15 measured using the Black-Scholes pricing model The expected life used in the medel has been adjusted,
based on management's best estmate, for the effects of non-transferrability, exercise restnctions and behavioural
considerations

Exceptional items

The Company presents as exceptional items on the face of the income statement, those matenal #ems of income and
expense which, because of the nature and expected infrequency of the events gmwing nse to them, ment separate
presentation to allow shareholders to understand better the elements of financial perfermance in the year This facilitates
companson with prior periods and better trend analysis in financial performance




DEM Manufacturing Limited

Notes to the Accounts
30 September 2007

1 Turnover

Turnover comprises the invoiced value of goods and services supplied exclusive of Value Added Tax and after deduction
of trade discounts Turnover i1s entirely attributable to the prncipal activity  The analysis of turnover by geographical

destination is as follows,

2007 2006
£000 £'000
United Kingdom 3,313 3,406
Mainiand Europe 1312 1,489
Far East 401 454
USA 1,011 915
Other 265 155
6,302 8,419
2 Administrative costs
Following Deltron's acquisition by the Abacus Group, there was a rationalisation of the business  Consequently,
restructuring costs were incurred, which compnsed
2007 2006
£000 £'000
Employee termination payments - 237
Write down of redundant assets - 521
Increase in working capital provisions - 400
Relocation costs incurred in moving manufacturnng site - 87
integration of BES acquisstion made in 2005 - 24
- 1,269
3 Operating profit (loss)
This 1s stated after charging the fellowing items
2007 2006
£000 £000
Auditors' remuneration
Audst 32 26
Depreciation and other amounts written off tangible fixed assets
Owned assets 78 107
Leased assets 5 3
Loss on sale of tangible fixed assets - 18
Amortisatron of intangible asset 35 6
Operating lease rentals
Other 123 128
Plant and machinery 32 29
3 14

Share-based payment

11



DEM Manufacturing Limited

Notes to the Accounts (continued)
30 September 2007

4 Information Regarding Directors and Employees
Staff cost duning the year {including directors) 2007 2006
£000 £000
Wages and salaries {excluding share-based payment charge) 1,101 1,832
Social securnity costs 91 148
Pension costs 44 25
1,236 2,005
The share-based payment charge for the year was £3,000 (2006 £14,000)
Average number of persons employed 2007 2006
No No
Seliing 5 4
Product 43 48
Adrmirustration 28 28
81 80
The remuneration of the directors who served during the year were as follows
2007 2006
£000 £000
Emoluments (excluding share-based payment charge) - 58
Pension contributions - 4
63

The directors’ remungration 1s borne by the parent company and 1s dealt with in the financial statements of other group
companies The share-based payment charge was Enif (2006 £3,000)

Included in the 2006 figures 1S remuneration for Mr Dawis and Mr Gallone for the penod that they served as directors {both
resigned in 2008)

5 Interest payable and similar charges
2007 2006
£000 £600
Bank overdraft 34 32
Finance leases 10 10
Cther group loans 167 168
211 210

12




DEM Manufacturing Limited

Notes to the Accounts (continued)
30 September 2007

& Tax on profit {loss} on ordinary activities
2007 2006
£000 £000
United Kingdom corporation tax at 30% based on the profit (loss) for the year 25 -
Deferred tax
Adjustments to the estimated recoverable amount of deferred tax assets 4 125
29 125

The difference between the total current tax shown above and the amount calculated by applying the standard rate of UK
corporation

2007 2006

£000 £000
Profit {loss) on ordinary activities before taxation 52 {1,211)
Prefit {loss) on erdinary activities before taxation multipled by standard rate of
corporation iax in the UK of 30% (2006 30%) 16 (363)
Effects of
Expenses not deductible for tax purposes 2 12
Capital allowances in excess of depreciation (28) 61
Tax losses recognised and carried forward 9 -
Movement in short term tirming differences (1) (1}
Surrender of losses to fellow subsidiaries 2 291
Adjustment to tax charge in respect of previous penods (25} -
Current tax credit for the year (25} -

The tax charge in future years may be affected by the realsation of the unrecogmised deferred tax asset A deferred tax
asset has not been recognised in respect of iming differences relating to trade losses and capital allowances ansing prior
to 16 January 20086, being the date of the parent company's {Deltron Electronics plc} acquisition by Abacus Group ple, as
there 1s insufficient evidence that the asset will be recovered The amount of the asset not recognised 1s £221,000 (2006
£221,000) The asset would be recovered If the Company were to make sufficient suitable future taxable income

In addition a deferred tax asset of £59,000 (2006 £59,000) has not been recognised tn respect of timing differences
relating to capital losses as there 1s insufficient evidence that the asset will be recovered if a future disposal by the UK
Group resulted in a sufficient capital gain

During March 2007 the UK government announced Budget tax changes which will have an effect on the future tax
position of the company It s proposed that the rate of UK corporation tax will reduce from 30% to 28% from 1 Apnl 2008
This rate change will both affect the amount of future cash tax payments to be made by the company and will also reduce
the size of the Company's balance sheet deferred tax asset Changes to the UK capital allowance regime have alsc been
proposed, the most significant of these changes are the reduchon in the rate of capital allowances applicable to plant and
machinery expenditure from 25% to 20% per annum on a reducing balance basis from Apal 1, 2008 and the increase in
the rate of allowances applicable to long life assets from 6% to 10% on a reducing balance basis from 1 Apnl If the effect
on the Company of these proposed changes to the UK tax system were fully reflected in the Company's financial
statements for the year ending 30 September 2007, the deferred tax asset would be reduced by £8,000 to £121,000 and
the deferred tax credit of £4,000 would have been a charge of £4,000




DEM Manufacturing Limited

Notes to the Accounts (continued)

30 September 2007

7 Intangible fixed assets
Goodwill
£'000
Costs
At 1 Cctober 2006 and 30 September 2007 314
Amortisation
At 1 Qctaber 2006 8
Amortisation 35
At 30 September 2007 41
Net book value
At 30 September 2007 273
308

At 30 September 2006

The Goodwll figure relates to a far value adjustment made to the value of assets acquired of BES This acquisition was

made in July 2005

8 Tangible fixed assets

Short
leasehold Fixtures and Plant and Motor Office
improvements fittings machinery vehicles Tools  equipment Total
£'000 £000 £'000 £'000 £'000 £'000 £'000

Cost
At 1 October 2006 ) | 69 647 35 539 439 1,760
Additions - 5 47 - Kje 49 140
Disposats - - (200) - (73) - (273)
At 30 September 2007 31 74 494 a5 505 488 1,627
Depreciation
At 1 October 2006 k)| 3 424 35 521 378 1,420
Charge for year - 7 35 - 13 28 83
Disposals - - (200) - {73) - (273)
30 September 2007 31 38 259 35 461 406 1,230
Net book value
At 30 September 2007 - 36 235 - 44 82 397
At 30 September 2006 - 38 223 - 18 61 3440

Included In fixed assets are motor vehicles and plant and machinery purchased under finance lease and hire purchase
agreements, which have a net book value of £47,000 (2006 - £166,000) Depreciation charged on these assets during

the year was £5,000 (2006 - £3,000)




DEM Manufacturing Limited

Notes to the Accounts (continued)
30 September 2007

9 Stocks
2007 2006
£000 £000
Raw matenals and consumabies 5§73 545
Work in progress 110 71
Finished goods and goods for resale 197 175
Provision for slow moving items {213} {208)
667 583

in the opinion of the directors there 1s no matenal difference between the replacement cost and historic cost of stock held
at the year end

10 Debtors
2007 2008
£000 £000
Deferred tax 129 125
Trade debtors 800 892
Amounts due from fellow subsidiaries 120 104
Other debtors 9 6
Prepayments and accrued income 229 210
1,287 1,337
Deferred taxation £'000
1 October 2006 125
Capital allowances in excess of depreciation charged to profit and loss (62)
Ongeation and reversal of other timing differences charged to profit and loss (10)
Deferred tax asset on recognised losses 14
Other adjustments in respect of prior years credited to profit and loss 62
30 September 2007 129
2007 2006
£'000 £'000
The deferred tax balance comprnsed
Depreciation in excess of capital allowances 49 111
Short term timing differences - 10
Deferred tax asset ansing on recognition of losses 80 4
Deferred tax asset 129 125

15




DEM Manufacturing Limited

Notes to the Accounts (continued)
30 September 2007

1 Creditors amounts falling due within one year

2007 2006

£000 £000
Bank foans and overdrafts 372 485
Trade creditors 641 692
Amounts due to fellow subsidiary undertakings 36 65
Other tax and social secunty 41 42
Other creditors 18 61
Obligations under finance leases and hire purchase contracts 13 52
Aceruals and deferred income 199 255

1,320 1,652

Bank loans and overdrafts are secured by a fixed and floating charge over the company’s assets The obligations under

finance leases and hire purchase agreements are secured over the assets acquired under those contracts

12 Creditors amounts falling due after more than one year

2007 2006
£000 E£000
Obhgations under finance leases and hire purchase contracts
{all repayable within two to five years) 19 32
Amounts due to parent undertaking 324 140
Amounts due to feliow subsidiary 2,674 2,541
3,017 2,713

The obligations under finance leases and ture purchase agreements are secured over the assets acquired under those

contracts

Included in the above are finance lkeases and hire purchase cbhgations falling due as follows

2007 2006
£000 £000
Within one year 13 52
Between two and five years 19 32
32 B84
13 Called up share capital
L
2007 2006
£000 £000
Authorised
250,000 Ordinary shares of £1 each 250 250
Allotted, called up and fully paid
1 1

11,245 Ordinary shares of £1 each




DEM Manufacturing Limited

Notes to the Accounts (continued)
30 Septernber 2007

14 Reserves and reconciliation of movements in shareholder’s funds
Non-distributable Distributable
Share Profit and loss
Share premum account Total Total
capital account 2007 2006
£000 £000 £000 £000 £000
Opening shareholder's defictt 11 2 (1,810) (1,797) (725)
Retained profit (loss) for the year - - 81 81 (1,086}
Share-based payment - - 3 3 14
Closing shareholder's deficit 1 2 (1,726) (1,7113) {1,797)
15 Contingent habilities

At the year end HSBC plc and its subsidianes held a fixed and floating charge over all the assets of the company,
including a first legal charge over the company's freehold property An unlimited multitateral guarantee exists between all
UK group companies to secure bank borrowing facilites of £3,500,000 (2006 £3,500,000) and mnvoice discounting
faciities of £35,000,000 (2006 £28,000,000) Subject to the foregoing, the company had na material contingent liabilities
at the year-end

16 Share-based payment

The employees of the Company held options for only one of the share-based payment schemes operated by Abacus
Group plc during the year ended 30 September 2007 The Company recognised a charge of £3,000 (2006 £14,000) in
the year, all relating to equity-settled share-based payment transactions (for only those 1ssued after 7 November 2002)
with corresponding entnes to the share option reserve No market conditons apply to any of the schemes For all
schemes, the expected volatility was deterrnined by calculating the histoncai volatility of the Group's share price over the
previous three years The expected percentage of total options exercised is based upon the Directors’ best estimate for
effects of behavioural conditions and, if apphicable, the probability that the performance critena will be met Detall of the
scheme 15 as below

Under the terms of the Deltron acquisttion, options aver Deltron shares were either exercised or exchanged for those over
Abacus shares in the ratio of 10 6432 and the new option prices were denved by multiplying the Deltron share option
price by 15547 The rules of the Deltron shares scheme remaned unchanged, being the options can be exercised
between three and five years from date of grant There are no exercise conditions

Deltron Share Option Schemes — as at 30 September 2007 (stated at the Abacus equivaient)

Weighted average

Options exercise price (p)

Outstanding at 1 October 2005 138,662 1205
Lapsed during the year (84,813) 104 4
Exercised dunng the year {8,376) 1790
Outstanding at 1 October 2006 45,473 1396
Lapsed dunng the year {9,495) 1227
Exercised durning the year {3.,645) 1127
Outstanding at 30 September 2007 32,333 147 5

None (2006 20,663) of the above share options ouistanding at the end of the year are exercisable at 30 September 2007
The weighted average share price at the dale of exercise was 181 6p (2006 145 6p)

The options outstanding at 30 September 2007 had a weighted average remaming contractual life of 4 3 years (2006
6 1years) The Directors have assumed all shares vest at the earliest avaiiable date

The assumptions used in the Black-Scholes model are as follows




DEM Manufacturing Limited

Notes to the Accounts (continued)
30 September 2007

16 Share-based payment (continued)

Deltron Share QOption Schemes

Share price on date of official grant (after scaling up by 1 5547) 98 0-217 7p
Exercise price 98 0-217 7p
Expected volatility 34%
Expected life 3 years
Risk free rate 4 3%
Dividend yield 2 8%
Expected percentage of options exercised versus granted 100%
17 Pension commitments

Dusing the year the company contrnibuted to a defined contnbution scheme, whose operation has not altered dunng the year,
for certain employees The funds of the schemes are independently administered by insurance companies The pension cost
charge for the year represents contnbutions payable to the scheme, which amounted to £44,000 (2006 - £25,000)

18 Other Financial Commitments

Caprtal commutments
Amounts contracted for but not provided in the accounts amounted to £nil (2006 - £18,000)
Operating leases

The Company 1s committed to pay the followtng annual amounts under leases outstanding at 30 September 2007

2007 2006
Land and Land and
buildings Other buildings Other
£000 £000 £000 £000
Between two and five years - 32 - 28
More than five years 128 - 128 -
128 3z 128 28

19 Related party transactions

There were no transactions with related parties duning the year required to be disclosed in accordance with Financial
Reporting Standard 8

20 Post balance sheet events

On 1 Apnl 2008 the Company transferred its trade and assets at book value to its mmediate parent company (Alpha3
Manufacturing Limited}) The Directors constder this transfer to be at far value and 1s not an adjusting post balance sheet event
under FRS21




DEM Manufacturing Limited

Notes to the Accounts (continued) |
30 September 2007

21 Parent undertaking and controlling party

The smallest and largest group for which consolidated accounts are prepared is that of the Company's ulhmate holding
company and controling party, Abacus Group plc Copies of the group accounts of Abacus Group plc are available from the
Secretary, Abacus House, Bone Lane, Newbury, Berkshire, RG14 55F, or from the website www abacus-group co uk




