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CANDOVER INVESTMENTS plc \
Report and Accounts 15 (217€,

for the year ondaod 31st December, 1993
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Candover Investments prganises and invests in
large management buy-outs and buy-ins, and provides
development capital to unquoted companies.
The company’s primary objective is to achieve
abave average growth in its net assets through
capital gains from its investments and to earn a

satisfactory income for its shareholders.
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Nine-year Record
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Lmillion 14181 18.011 25.443 34.681 49.686 48.156 54.456 §9.795 69.380
Net Assets

per share G6p 84p 117p 159p 224p  217p 244p 267p 310p
Profil on Ordinary

Activities belore

tax £G00 756 855 1,212 2,132 2,985 3,702 3,955 4,099 3,300
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Nane-year Record

e o mp

Dividends per share

wntinued

FULLY DELATLED

Earnings per share 1}_{’}»
12.22p {
=
B
o
Cob
L | o33
8.83p | [ L
’ L |
. i A
B.76p r 1

2,58p

2.01p

6.57p

3up

1985 1386 1087 1964 19689 1990 1991 1992 1992

1685 1986 10987 1988 1989 19490 1981 1992 1993

Profit aftor

tax £'000 444 590 772 1,600 2,001 2,267 2,837 3152 2,381
Not Dividend

per sharg 1.30p 2.30p 3.00p 4.50p 7.00p 850p 950p 10.25p 11.00p
Earnings per share:

Basie 2,07p 2.75p 3.88p 6.90p 9.03p 10.20p 12.69p 14.09p 10.64p

Fully diluted 2.01p 2.58p 3.38p 6.57p 8.75p 9.83p 11.22p 13.67p 10.33p




The Executive Team

Executive Directors

F—— — 1 {RE Brooke MA — Chairman, Mr Brooke was Chief Executive of
¢ andover from its formation in 1980 and was appoeinted Chairman on
1st January, 1991, [n 1966 ho was appointed Doputy Managing Director
of the Industrial Reorganisation Corporation and from 1969 ta 14971 he
was Managing Director of Scienia $A which was invelved in
investments in small and medium sized advanced tochnology
businesses in Europe, Hewas adirector of Pearson Group foreight vears
and in e 1979 was appointed Group Managing Direclor of EMI,
leaving the company in February 1480 aftor its mesger with Thorn, He is
also a director of Slough Eslates ple, Lowndoes Lambert Group Holdings
pleand various unquoted companies, Mr Brooke is63.

S W Curran FCCA - Chiof Executive,  Mr Curran was appointed
Chief Executtive on 1s1 January, 1991, having previously been Deputy
Chief Exccutive and a director of Candover sinco July 1982, Prior to
juining Candover in May 1981, he was a managing consultant with
Coopers & Lybrand Associales and then an Investment Manager with
what is now GINVen, He is a non-executive director of Groggs ple and
a number of unguaoted companies. Mr Gurran is 51,

G D Fairservice BSc MBA - Deputy Chiel Exccutive.  Mr
Fairsorvice joined Candover in March 1984, was appointed to the
Board in July 1986 and was made Deputy Chiel Executive on 1st
Jurmary, 1991, Before joining Condover. Mr Fairservice was eight
years with ICFG(3i) followed by two years with the British
Technology Group, He is a non-exccutive director of Kemwood
Applionces ple, Koller Group PLG and several unquoted companies,
Mr Fairservice is 46,

Other Executives

P G Symonds FCA - Investment Monager.  Mr Symonds joined
Candover m JTanuary 1983, After qualifying as a Chartered Accountant
in 1976 with Peal, Marwick, Mitcholl & Co he spent seven years in
-arious aspeets of professional practice. In addition to his duties as an
investment execulive with responsibility for n number of Candover's
fuvestee companies, in particular in Germany, Mr Symonds also has
responsibility for various acecounting and administrative functions in
Can lovern Me Svmonds is 42,
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C ] Buffin ACA = Investment Manager. Me Buffis joined Candover
in September 1985, After qualilying as a Chartered Accountant in
1982 with Deloitie Iasking & Sells he spent two vear- in the
Investigations and Corporate Finance Departmonts. Mr Buifin his
been responsible for a number of transactions including the oripinal

N L buy-out of Motor World Group PLG and Midland dependent
R Newspapers ple (which has recontly listed and of which he is
‘ director). Mr Buffin is 36.

5 a

M S Gumienny ACA -~ Investmont Managor, Mr Gumienny joined
Candover in January 1987, Afler quolifying as a Chartored Accountant
with Price Waterhouse he spent 15 months on socondment in the
Price Waterhouse ‘lraining Department before teansforring o Price
Waterhonse Bahrain for 12 months. Mr Gumicenny has been involved
in a number of duals including Gaymer Group Ewmnpe Limited,
Fishers Group Limited and Ecvonamic insurance Company 14d, the
buy-out of which he led and of which he is also a director, Mr
Gumicnny is 35,

S N A Leefe ACA - Investment Manager.  Mr Leefe joined
Candover — in Janvary 1992 alter qualifying with Arthar Andersen &
o in 1990, He gained experience in a number of arcas including
sorporate Rewovery, Mr Leefe has assisted in a number of deals and
most recently in the buy-out of Druid Systems Lid of which he is also
a direclor. Mr Leefoe is 28,

P R Neal AGIS — Company Seerotary.  Mr Neal joined Candover in
Qctober 1990 as Company Sccralary. He has been Company Secrolary
or Assistant Company Secretary to a numbor of companices in
shipping, insurance and stockbroking and prior to joining Candover
was Assistant Company Secretary of The Great Universal Stores ple.,
Mr Neal qualified as a Charlered Seeretary in 1981, In addition to his
dutics as Cowmpany Sceretory Mr Neal manoges many of the
administrative functions of tho company, Mr Neal is 45,

T Tan ACA CPA - Financial Controller, Ms Tan joined Candover
in September 1990 after qualifving s a Chartered A¢conntant i 79749
with Grant Thornton. She spent three years in the United States
where she qualified as a Certified Public .Ar-ountant before returning
to the Audit Depariment in Londoa, Ms Tan manages Gandover's and
thn various Candover fund's accounts and B the company’s
compliance officer. Ms Tan is 41,
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Non-executive Directors

ST TET AT AT e e T e T T S T T T TITW S o imrm e T Tt i e s e e T T e s % 47 S e T Tr = et W

*A P Hichens MA MBA ~ Deputy Chairman, nen-executive.  Mr Hichens joined the
Board of Candover in Docember 1089 and he was appointod Dopuly Chairman of the
company with offect from 1st January, 1991, Ha is Chairman of Caradon plc, Chairman of
Y ] Lovell (Holdings) plc and Deputy Chairman of Courtanlds Textiles plc. 1o is also a
director of South Westorn Elcctricity ple, Greonfriar Invostmont Company Ple, The British
Coal Corporation, The Fleming Income & Capital Investment Trust Ple and the London
Insurance Market Investment Trust PLC, Ho was previously a managing director and chief
financial officer of Consolidated Gold Fields, Mr Hichons is 57.

*P G Wreford ACIS AIB — Non-oxecutive,  Mr Wreford, Chairman of Candover from
January 1883 until st January, 1991, preposes lo retire from the Board at the next Annual
Goneral Maoting, Previously he was Chairman, Managing Hirector and a principal share-
holder of Gresham ‘Trust, Mr Wreford is currently a director of several companios,
including the Investmont Trust of Guernssy PLC. Mr Wreford is 76.

§G A Elliot I'CA — Non-exccutive. Mr Elliot who has beon a2 Board momber since
November 1988 proposes lo retire at the next Annual General Meoting, Until March 1992
ho was Executive Vice-Chairman of Slough Estates ple, ono of the UK’s largoest international
property companios. He previously occupied a number of senior positions in RTZ
Corporation ple. Ho is Chairman of Govott Amarican Endeavour Fund Limited and of
G. F. Turner & Co Limited (insurance brokers), and is also a directar of The William Hill
Group Limited and Automated Security (Holdings) ple. Mr Elliot is 51,

*R A P King -~ Non-executive,  Mr King was until February 1991 the Chairman of Sale
Tilnoy ple. He is Chairman of Majestic Films International, a film distribution company,
and of the Fathom Line Group. Mr King is 59.

§P J Scott Plummer FCA - Non-exccutive. Mr Scolt Plummer is Managing Director of
Martin Currio Ltd and a director of ils subsidiary, Martin Currie Investment Management
Ltd, the managers of The Scottish Eastern Investment Trust ple, on which Board he alse
servos. He was previously a partnor of Cazenove & Co from 1974 10 1980 and has had many
years” experienco in tho investment field, Mr Scott Plummer is 50.

*] G West FCA ~Non-executive.  Mr West is a Managing Director of Lazard Brathers and
Chiel Executive of Lazard Investors. He is alse a direclor of Abtrust New Dawn Investinenl
Trust PLC and various Lazard Group subsidiaries. Mr West is 46.

§J M Raisman CBE — Non-oxecutive.  Mr Raisman joined the Board of Candover in July
1980. Until March 1985 he was the Chairman and Chief Executive of Shell UK Limited and
retired in October 1991 from tho post of Depuly Chairman of British Telecommunications
ple. He was non-executive direcior of Glaxo Holdings ple until October 1990 and non-
exccutive director of Vickers ple until December 1990. He is a non-oxecutive director of
Lloyds Bank Ple and Tandem Computers Lid and is Pro-Chancellor of Aston University. He
is also cheirman of the Council for Industry and Higher Education and Depaty Chairman of
tho National Gommission on Education. Mr Raisman is 66.

* Momber of the Remuneration Cemmitteo & Memberof tho Audit emmitien




Chairman's Statement

1593 wus a eelatively quiet vear Tor Gandovern bath o investmenits and realisations, b i
am pleasml ta teport that we nevertheless redorded « healthy growth m netasset value and
as the vear eiuded there were saveral enc ouraging new developments which shoulid herald
poerimd of greater activity. The evidence is now clearer than when 1last reported to ven ju
September that the profits of many of our investee companies have benefited suificiently
frum the improved economic snvinmment to emable them to plan a listing for ther shares
this year or next,

Midlaml Indeperdent Newspapers, a buy-out arranged by Candover in 1991, was the first
such company to achieve this in 1994, floating its sharcs in Mareh at a price which
produced a large uplilt in vaiue both for Candover and aur partners in the Candover 1489
Fund. Sovaral others should follow in 1994 and 1995 provided of sourse that profit targels
are achieved and stoch markels are propitious,

It is helpful that most buy-out and buy-in companies have continued to prodnce above
average performances after listing their shares, o teend which has beeomo widely
recognised among institstional investors,

For the managers whom we have bached, as well as the investors in our funds, the ability to
obtain a successful stock market quotation provides the clearest recognition of professional
success as well as considerable financial benefits, It is gratifying that so many of those we
bhave supportad continue to reward our confidence by reaching this milestone. It 15 also
plrasing that our policy of investing steadily through the recession while seme others were
holding back is now being vindicated, Another major development for Candover has been
our encouraging progress in raising a now fund o suceeed the Candover 1989 Fund, We

expret to achieve a first closing on this new fund shortly.

S
. -

AW 4T s

Darrell Kershaw
Managing Dircclor
Molor World
Group PLC; a
surcessful 1993
listing
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Chairman's Stolement - continued
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Reqults tor 1093

The total net asgels attributable to the ordinary shares at 31st December, 1993, afler
including curren! assot investmenls al market or direglors” valuation, less atiributable
laxation, were £69,380,000 as against £59,795,000 al 31st December, 1692, an increase of
16 per cont, Net assots per sharo were 310p at 31st December, 1993 compared with 267p,
{or tho provious yoar. At 30th Juno, 1993 the net asset valuo per share was 281p,

The incroase for the year was loss than the 23 per cent recorded by the FT All Share Index
which enjoyed a ramarkablo surge during tho year. The record since Docomber 1984, when
Candover’s sharos wore first listed, shows that over a ninv year period we have
outperformed tha Index, with our net assols growing at an annual compound rate of 21 per
cont comparad with 12 por cent for the Indox,

In lino with the indications of lowor income 1 gavo at the half yoar, profits befors tax wore
£3,300,000 as compared with £4,099,000 in the previous year. Profils after tax wore
£2,381,000 (1992 £3,152,000). This result was due partly to the impact of lower interest
rates which reduced the roturn on our cash balances, We also sarnod fower financing fees
in the year,

The valuation of investments was £47,612,000 (1992 £37,126,000) after taking into account
downward adjustments of £4,020,000 made to roflect the underperformance of some
companies as well as an incroase of £673,000 over the yoar in the market valuo of the shares
which we still hold in those of our investeo companies which have obtained stock
exchange listings. At the year end our cash and readily saleablo assets totalled £22,618,000,
a decronse of £1,900,000 over the year, UK listed sharas at the year end tatalled 5 per cent of
our not asssts.

Dividends

Wo increasod the interim dividoend at the half year from 3.75p {0 3.95p per share, Due to the
good prospects for further growth both of assets and proiits, the Board has decided to
recommond an 8.5 por cent increase in the final dividend from 6.5p per share in 1992 to
7.05p per share; tho total dividend for the year is intreased by 7.3 per cent from 10.25p in
1942 to 11.0p. Paymont of the dividend will be made on 12th May, 1994 to holders on the
Register at 22nd April, 1094,

Activities in 1593

Investments

During the year we participated in two large buy-outs alongside the Candover 1989 Fund.
First in January the Gandover 1989 Fund invested £13,824,000 and Candover £1,176,000 in
the buy-out of Gardnor Merchant, the leading British contract catering business. In December
Candover organised the buy-nut of Economic: Insurance Company, a medium 5

sized imsurance business focusing principally on industrial building . !

and personal household insurance, Candover invested £476,000

and the Candover 1989 Fund £8,530.000 in this transaction, ECONOMIC




Chawman's Statenend - continued

In addition wo made three smaller investmonts alongside the Candovor 1991 Fund; Uniled
Instrumentation Group, the Consumer Products Division of B and Druid Systems
Limited. Candovor invested £370,000 in theso three ventures and the Candover 1991 l'und
£2,416,000, We also made o number of [ollow-up investmonts to support gompanies in our
existing portfolio.

Realisations

In Fobruary Motor World ple, a buy-out led by Candover in 1988, obtained o stock
oxchange listing which produced o subslantinl capital gain both for Candover and the
landover 1987 Fund. Since tho listing, Motor World’s shares have further risen in value,

QOur investmont in Allenwoest Limitod was sold during the year, and we continued to sell
through the market shares in buy-oul companies which had previously ol:ained listings,
taking advantago ol buoyant stock markets.

Since the year end Midland Indepondent Newspapers listed on the
London Stock Exchange; Candover’s investment is valued at £5,002,000 al
the listing prico, which gives riso to a gain of £2,410,000 over original cost of £2,592,000.

Funds

THE HOARE CANDOVER EXEMPT FUND (“HCF"), ELECTRA CANDOVER DIRECT INVESTMENT
PLAN (“ECDIP"} AND CANDOVER 1087 FUNID (87 FUND")

The investment poriods of these three funds has terminated and Candover's remaining
responsibility is to monitor progress and assist with realisations in thoss cases where sales
or flotations have not already taken placo. There are only two investments remaining in
gach of HCF and ECDIP. The 87 Fund portfolio comprises 22 companies, Most experienced
difficult trading during ihe recossion but there are encouraging signs of improvement
which should laad to more roalisations during the next year or two,

UJTQ_ C]/ \It(ﬂ'ﬁ)Cﬁvfl—P I roferred above to the new investmonts made during
lm F‘UNUD 1993 by the Candever 1989 Fund. This has raised the
total drawn down at the year end to £228 million out of the £299 million committed by
invostors (excluding the £20 million from Candover}. In addition to Midland Independent
Newspapers, listings are planned for three companies during the first half of 1994 with
othors possibly following later in the year. Almast nll companies in the portfolio preduced
much improved results in 1993 and are budgeting further progress in 1994. Provided
market conditions remain favourable it now seems likely that the 1988 Fund will produce
goad raturng bath for Candaver and the institutions investing with us thraugh the fund.

‘R‘é The three new investments made during the year meant
LT L‘f that £9.2 million had been invested by the year end out
ofa comnulmd lntal nf £32.5 million (oxcluding £5 million from Candover). Early piiatess
in the fund has been encouraging and three investee companies are planning flotaticns in
19¢4, two of which arc also 1986 Fund investments, If these toke place they shiuld
produce welcome initial gains for investors in the fund.

9
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Chairotans Statement - cantinued
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Oversoas activities

The recession in continental Burope has had an adverse impact both on our existing
portfolio and the rato of new investmont, with particular problems for our German
companies. Although most of them have caped woll and maintained their market
positions, the oullook is for a conlinuance of recession for some time and this must
inevitably mean dolays in achieving successful realisations. By contrast,

our investmonts in France, through Ciclad Investissoments, have shown
a substantial rise in value,

In the United Stales prograss was botter nnd it now looks as il we
may oblain some usaeful increasos in value from investments made
in conjunction with our affilisted company in San Francisco,
Lombard Investments, Inc.

Future prospecls

[ have reforrod above Lo the significant improvement in trading in 1993 of most of our
investeo companies which has led to the prospect of a growing number of profitable
raalisntions, You will recall that wo saw a strong uplift in Candover's net asset valus whon
many af our companies wore sold or listed in the late 1980s. We took somo risks in
invosting strongly during (e recent renession and ! am plessed that these decisions seem
likoly to be rowarded. The best time 1o mako new investments is often in expectation of a
rocovery In the economy or during the early stages of thal recovery. Unusually we now
have & prospect of low inflalion, low interest rates and sieady economic progress.

It also now scems likely that, as happoned in the carly and mid 1980s, many companies
will be rationalising their inlerests and disposing of businesses which doe nol fit with their
coreo activities on which they refocused during the recossion. We should therefore find that
the noxt fow years will combine the benefits of gand investmont opportunities and an
oconomic climato which should favour the development of British companias.

With the raising of our now Fund wo expoect to onter a more intensive phase of now
tnvestment and this, combined with the work which we shall have to do Lo <apport our
realisation programme, means that 1994 is likely to be an extra busy year,

Overall I am optimistic about ilie future both in ferms of growth in net asset value and
profits during the current year,

Board and Stafl

Peter Wrotord has decided to rotire at the next Annual General Meeting, You will recall that
he was Chairman of the Gompany from 1983 to the end of 1980, through the formative
years of the Company, He has alway s been a source of wise advice and friendly support and
we owe him a grea! deal, Graeme Elliot will alse retire from the Board al the nest Annual
General Meeting and we are grateful to him 100 for the contribution which he ha. made in
recent years,

e 3 — ——— T e = e e e — et e T
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 hawrmam - Statcnent  corlinoed

Derek Wilson, Joint Managing Director of Slough Estates ple joined the Board recently.
Slough has suppurted Candover strongly as an investor in the 1989 Fund and sgain in our
new Fund anel it has been our policy for ane or two L our more substantial investors to
participate directly on the Board. Mr Wilson has a wide experience of industry and we
welcomo him warmly,

"There have been no changes to tho exceutive team during the year and 1 am grateful, as
avor, to them for their hard work and contribution, as indeed I am 1o all members of the

stalf.

C R E Brooke
Choirman
a5th March, 1994
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Review of Investments
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Midland Independent Newspapers PLC
REGIONAL DAILY AND WEERLY NEWSPAPER GROUIP
Candover’s Investmeant as at 31st December

Cost of Investmoent: £2,583,000

1993 14992
Directors' Valuation £3,961,000 £2,750,000
Effective Equity Interest (fully diluted) 2.4% 2.9%
¢o of Candover's Net Assots 5.7% 4.5%

Midland Indopendent Newspapers is one of tho major rogional newspaper publishers in
the UK, and the leading newspaper publisher in the Midlands, The Group publishes a
range of newspaper titles which includes The Birmingham Post, The Birmingham Evening
Mail, The Sunday Mercury and The Coventry Evening Telegraph in a portfolie of 12 paid-
for and 40 freo titlos,

On 17th Marzh, 1994 Midland listed en the London Stock Exchange al a price of 140p por
share valuing the Candovor Group's investmenl at £5,002,000.

Midland’s proforma rosults for tho year endod 31st December, 1843 showed profits before
interest and lax of £15.7 million on sales of £79.7 million compared with profits of £13.6
million on sales of £66.6 million for 1992,

No dividends were received in the year to 31st December, 1993 (1992 Nil)

Dakota, Minnesota & Eastern Railroad Corporation
RAILROAD OPERATIONS
Candover’s Investment as at 31st Decomber

Cost of Investmeont: US5363,000 (£191,000)

1903 1992

Directors’ Valuation 154,942,000  USS2,015,000
(£3,651,000)  (£1,615,000)

LEffective Equily Interest (fully diluted) 11.2% 11.2%
o4 of Candover's Nel Assets 5.3% 2.7%

DM&E Railroad operates a 966 milo railroad in the mid-Western {United States of America.

Profits bofore interest and tax for v e year ended 31st December, 1992 were 11558.2 million
on salos of US$41 million as against USS8.5 million on sales of 118$37.9 million for the
previous yoar.

No dividends wore received by Candover in the vear ended 31st December, 1993 (1992
Nil).

Jarvis Hotels Limited
HOTEL OWNERS AND MANAGERS
Candover's Inveslment as af 31st December

o5t of [nvesiment: £3,624,000

1993 A
Directors’ Valuation £3,624.000 £3,624,000
Effective Equity Interest (fully diluted) 3.2% 3.3%
% of Candover’s Net Assels 5,29 65.1%

Jarvis owns and manages a nationwi-  portfolio of hotels under the Jarvis name, offering
conforence. training and leisure farincdes. 1t also provides management services to other
hotels on behalf of their owners.
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Jarvis produced a trading profit before intorest and tax of £9 million on sales of £58.9
milhon for the year ended 27th March, 1993 as against an £8.8 w.illion trading profit plus
an exeeptional profit of £0.7 million on & trade name sala, on sales of £59.9 million for the

previous year,

Gross dividends of £1489 were reecived by Candover during the year wuded 31st
Decomber, 1893 (1992 Nil).

% T e

Gaymer Group Furope Limited
DRINKS PRODUCTION, DISTRIBUTION AND MARKETING
Cantdover’s Investment as at 31st December
Jost of Investiment: £1,381,000

1004 1992
Directors' Valuation £2,534,000 £1,885,000
Effective Equity Interost (fully diluted) 1.5% 1.5%
9% of Candover’s Nol Assols 3.7% 3.2%

Gaymer manufactures and distributes a number of well known drinks including Gaymor's
Olde English and K" Giders, Babycham, Warnink's Advocaat and Country Manor.

The prolit before interest and tax for the twelve month period to 28th February, 1993 was
£16 million on sales of £139.7 million. The figures for the previous year whilst the
company romained a division of Allied Lyons PLG are not directly comparable.

Gaymeor's accounting reference date was chang.d during 1993 from 30th September to
28th February.

Gross dividends of £54,235 were received by Cendover during the vear onded 31st
Docember, 1993 (1992 £56,352).

Keller Group Limited
SPECIALIST CONTRACTORS IN BUILDING FOUNDATIONS
Candover's Investment as at 31st December

Cost of Investment: £955,000

1993 14992
Directors’ Valuation £2,485,000 £3,134,000
Elfective Equity Interest {fully diluted) 4 54 a4 0
%0 of Gandover's Net Assoets 3.6% $.0%

Keller is a lrading international specialist contractor providing a range of services in the
aren of building foundation support, speciality grouling, undorpinning, ground retention,
groundwater control and seismic protection, In December 1993 Keller acquired Casa
Corporation, a caisson contractor based in Chicago, llinois at a price of 11539 million.

Kellor is planning to list on the London Stock Exenange m April 1994 at a price which
would result in a further increase in Candover's valuation

Profits before interest and tax for Keller's audited accounts for the year ending on
31sl December, 1093 were £0.2 million after credit of an exceptional item of £0.9 million
on sales of £147.8 million, as against profits of £7.3 million an sales of £131.6 million for
1992, The exceptional credit relates to the recovesy of a had debt written off in 1990 as an
sxtraordinary iten:.

tandover received grnss dividends of £150.543 in the vea. to 31st December, 1993 (1992
£150,159).
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Stoves Limited
MANUFACTURER OF GAS COORERS
Candover's Investment as at 31st December

Ce* of ITnver* - b, £485.000

13 g
Directors’ Valuation £1,803,020 £434,000
Effoctive Equily Iinerest (Fally diluted) 134" 13.4"
T of Candovor's Nel Assets 2o 0.8,

Stoves, an independent gas cooker manutacterer of built-in and free standing coukers <ells
its products to the majority of Brilain's leading retailers and is eurrently doveloping its
business overseas. The company which is based at Prese ot, Mersevaide, was the subjeet of a
combined management buy-out/buy-in in 1989 and has seen particalarly strong growth in
its business over the vur.

Profits before interest anil tax for the vear endedd 3180 Mav, 1993 were L09 million on sales
of £32.7 million as againat u o ot L1 million on sales of 224 mullion foe the previoas
your,

No dividends were received during the vear ended $1st Decrmber, 149093 {1082 X4l

Jobin Crathore,
Mannging Direclor

B Stoves




Review of Investments  tontinacd

Pavilion Services Group Limited
MOTORWAY SERVICE AT AS
Candover's Investment as at 31st December
Cost of lavestment: £1,746,000

14911 1992
Direciors® Valuation £1,746,000 £1,600,000
Effective Equity Interest (fully diluted) 2.3% 2.3%
% of Candover’s Net Assote 2.5% 2.7%

Pavilion is its iourth largest operator/motorway sorvice area in the UK wilh oight motorvay
service aveas and three trunk road service areas located mainly in the North-West, North
and Wast including Hilten Park, Knutsford, Forton (M6); Severn View, Cardifl, Swansea
(M4); Rivington (M61); Medway; Scoteh Corner, Newark (A1); and Bangor (A55).

Pavilion's audited accounts for the year endod 30th Qctober, 1993 showod a not loss hefore
interest and tax of £10.4 million on sales of £118.2 million alter charging an exceptional
£19.4 million in respect of the write down in the value of its properties. In the previous
year Pavilion achioved equivalont profits of £7.5 million on sales of £88 million for an
alevon month teading period. On a like for like basis operaling profits bofore excoptional
itom had increased by 15% from £7.8 million to £9 million,

Gross dividends of £74,810 had been received by Candover in the year to 31st December,
1093 (1992: Nil).

Blue Arrow Personnel Services Limited
PERSONNEL SELECTION AND RECRUITMENT SERVICES
Coandover’s Investmenlt as at 31st December
Cosl of Inveslrzent: £1,731,000

1993 1992
Direntors’ Valuation £1,731,000 £1,731,000
Effectivo Equity Intorost (fully diluted) 4.95% 4.95%
%o of Candover's Net Assots 2.49% 2.80%

Blue Arrow operates a nationwide chain of 75 offices offering selection and recruitment
services in the provision of tomporary and permanent staff.

Blue Arrow’s profit before intorest and tax for the vear ondoed 31st Decomber, 1992 was
£165,000 on sales of £44.3 million as against £474,000 on sales of £26.9 million for the
previous ton month period from February 1991 to 31 December, 1991,

Na dividends were received in the year ended 315t December, 1993 (1992 Nil).

Ciclad Investissements SA
INVESTMENT COMPANY
Candover’'s Investment as at 31st December

Cost of Investment: FF3,527,000 {£573,000}

1493 1992

Directors’ Valuation FF14,124.000 FI1.824,000
(£1,617,000) (£837,000)

Effective Equity Interest 2.78% 2.78%
% of Candover's Net Assets 2.33% 1.4%

Ciclad Investissements is an investmont company which arranges and invests in
management buy-outs in France. Up to 31st December, 1992 it has invested in 37
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Buveew of Insestiaents  emcanpurd

Ciclad Investissements FA - comtinned

companies of which 8 have heen futt. realised and a further 3 partially realisel, The Net
Agsels poer share increased from FF218 at 3151 Decomber, 1892 o FIR16 at 31st December,
1993, the latter value being caleulated before a dividend <distribution during the year of
FIRed.A4 por share.

Candover received gross dividends of £124,300 in the year ended 31st December, 1993
(1112 124,0586).
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Gardner Merchant “sroup Services Limited
CONTRAGT CATERING
Cuandover’s Investment as at 315t December

ost of Investmeoent: £1,170,000

15623
Directors’ Valuation £1,458,000
Effectiva Equity Interast (fully diluted) 0.3%
% of Candover's Net Assots 1.7%

Gardoner Morchanl iv the leading contract catorer within the UK ant Burope and has a
growing number of mternational contracts, insluding the Sydney Opera House and the
World Bank in Washinglon D.C. and provides catering facilities for the stafl of o large
number of companices, hospitals and government departments, Through its subsidiaries,
Ring & Brymer and Town and Country it provides n wide range of corporate and private
enlertainment facilities al most popular sporting events, including Roval Ascot,
Wimbledon and many viliers.

The conpany was the subject of & management buy-out from Forte PLC in January 1993 in
a £402 million deal in which Candover and the 1989 Fund investad £15 million,

No audited figures are available at this timoe following the buy-out in 1993. The Accounts
for tho first year of trading to 31st January, 1994 are expected in the near fulure,

No dividends wore received in the year to 31st Decombeor, 1993,

LCE Holdings Limited
COMPUTER MAINTENANCE AND ASSOCIATED SERVICES
Candover's Investment as al 318t Necembar

cost of Investment: £738,000

193 a2
Directors® Valuation £1.378,000 £1,156,000
Effective Equity Intorest (fully diluted) 17.3% 17.3%
94 of Candover's Nt Assots 2.0% 1.9%

The LCE group provides independent maintenance of computar equipment and associated
services to a4 wide range of companies. The Group was the subject of a management buy-out
in June 1987 in which Candover and the Candover 1987 Fund invested.

The profit before interest and tax for the year ended 31st May, 1993 was £0.9 million on
sales of £7.6 million as against a profit of £0.1 million on sales of £7.2 million for the
previous year,

tiross dividonds received by Candover during the year ended 31st December, 19935 swere
£36.,085 (1092 £19,177).
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Poter Callum
Managing Director
Economic Insurance
Holdings Limited

Economic Insurance Holdings Limited
COMPOSITE INSURER
Candover's Investment as at 31st December

Cust of Investment: £169,000

1414
Nireclors” Valuation £469,000
Eflew tive Equity Interest (fully diluted) 6%
¢q of Gandover's Nt Assols 0.7%

Toonomic, which specialises in providing innovative and “own label” insurance products,
is based in Sittingbourne, Kent, and was the subject of a buy-out frem the Hafbia Insurance
Group in December 10093 i1 which Candover and the Candover 1989 Fund inveated
L6 million.

The buv-put having recently bren completed there are no figures availalle at this time for
the Holding Company. However the audited aceounts for Economic Insuranice Gompany
Limited, the subject of the buy-out, showed a profit before ) oan interest and ta for the yoae
ended 218t December, 19493 of £4.3 million on nel premium writhen of £31.3 milhon (1992
loss of £5.4 millinn on net premium written of £31.1 million) Mo dividends were due ta he
rec eived by Candover in the year to 31st December, 1993,

17

v o TR AT RIS S »
e, LW‘ Al .

S [ ¥



Review of Investments - esaatuued

AQ Holdings Limited
LAWNMOWER MANUFACTURERS
Candover's Investment as it 315t December

{lost of Invostiment; £783,000

14993 1902
Directors” Valuation £1,205,000 £763,000
Effoctive tiquity Interest (fully diluted) 4.2% 4.2%
%% of Candovor's Not Assols 1.7% 1.3%

AQ Holdings based in Stowmarkot, Suffolk, is o holding company the subsidiaries of
which manufacture lawnmowors undor tho Atco, Qualcast and Suffolk Punch brand
namaos,

In the first pariod of trading since the buy-out of AQ Holdings in Docember 1992 profits
before interest und tax for the period endoed 31st Decamber, 1993 were £2.2 million on sales
of £39.8 million.

No dividends waore received in the yvear to 31st Docembar, 1093,

Kenwood Appliances PLC
MANUFACTURER QF KITCHEN APPLIANCES
Candover’s Investment as at 31st December

Cost of Investment: £34,000

1093 1002
Market Valuation £1,008,000 £1,232,000
Equity Interest 0.1% 0.2%
% of Candover's Net Assots 1.5% 2.1%

Kenwootd manufactures a wide range of food preparation appliances, the best known of
which is the “Kenwood Chef”. The company successfully listed on the London Stock
Exehange In June 1992 at a listing price of 285p since whon the company has continued to
grow orgonically and by acquisition. Duriug the year Candover sold 193,750 shares
ablaining not proceeds of £607,700 (Cost £23,700).

Profits before interest and tax for the year ended 315t March, 1993 were £10.2 million on
salos of £101.6 million as against pro forma profits for the previous year of £9.5 million on
sales of £92.1 million,

Gross dividends of £28,796 were received by Candove. in 1 year ended 318t December,
1083 {1992 £143,524).

Heidemann Verwaltsungs GmbH
AUTOMOTIVE COMPONENTS MANUFACTURER
Candover’s Investiment as at 31st December

Cost of Investmont: DM 3,231,000 {£1,099,000)

L4 1942

Directors’ Valuation IDM 2,335,000 Dhi 3,437,000
(£909,000)  (£1,317,000)

Effective Equity Interest 9.5% 9.5%
% of Candover's Net Asscls 1.3% 2.2%

Heidemann, located in Einbeck, near Hanover, is engoged in the manufacture of special
autornotive components and electroplating.

18
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‘The profit before interest and tax for the year ended 31st January, 1993 was DV9.9 million
on sales of DM131 million after including extraordinary profits of DMO.5 million, The
equivalent profits for 1992 were DM10.4 mallion on sales of DM204.9 million, including an
extraordinary profit of DM2.3 million on the sale of a non-coro business,

No dividends were received by Candover in the year ended 31st December, 1993 (1992
Nil).

Five Star Holdings Incorporated
OIL REFINERY INVESTMENT
Candover’s Investiment as at 31st December
Jost of Investment: 1155428,325 (£265,000)

1993 1992
Directors’ Valuation [i1881,141,000  11S$1,141,000
(£771,000) (£706G,000)
Effective Equity Intorest 24% 24%
% of Candavor's Nat Asscls 1.1% 1.2%

Five Star Holdings, Inc. which is incorporated in the Republic of Liberia, indirectly holds
an interest in Garibbean Petroleum Corporation (“Careco”), Careco, which operates an oil
refinery and service station network in Puerto Rico was the subject of a management buy-in
in 1987, in which Candovor invested. The transaction was arranged by Lombard
Investments, Inc, of California, USA in which Gandovor also holds an inlerest.

The profit before interest and tax of Carcco were US$2.9 million on sales of US$351,7
million for the yvear onded 31s1 December, 1993 as against profits of US$1.2 million on sales
of US$350.4 million for the provious yeur

No dividonds were received by Candovoer in the year ended 31st December, 1993 (1992:
Nil).

Expro International Group Limited
OIL AND GAS FILLD SERVICES
Candover’s Investment as at 31st December
Cost of Investment: £696,000

1993 1992
Directors’ Valuation £724,000 £596.000
Effective Equity Interest (fully diluted) 0.9% 0.9%
%, of Candovor’s Not Assots 1.0% 1.0%

Expro, which was the subject of a management buy-out from Flextech ple in July 1992 in
which Candover and the Candover 1989 and 1991 Funds invested £7,031,000, provides &
wide range of services to oil exploration companics in the North Sea, Africa, former Soviet
Union, Asia Pacific and South America. Services offered include early production facilities
enabling woells to come into production on a fast-track basis, installation of a prototype
permanent downhole flowmeter to maximise preduction and extend -electronic
submorsibla pump life, and continuing product innovation such as Expro’s environmenlal
Green Burner which reduces pollution lovels to an extent wherchy flaring can oceur in
most environmentally sensitive arcas.

Profits Lefore interest and tax for the period from 16th February, 1992, the dale of
incorporation of the buy-out company, to 31st March, 1993 were £6.7 million on sales of
£39.6 million.

Gross dividends of £7,286 were received by Candover in the vear ended 31st Decomber,
1993 (1992 Nil}.
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David Thompson
Managing Director
Druld Systens
Limited

Druid Systems Limited
INFORMATION TL SHMOLOGY CONSULTANCGY
sandover's Investmeat as ol 315t December

Cost of Investment: £197,000

1993
Directors’ Valuation £197,000
Blfective equity interest {fully diluted) 3.7%
Yo of Candover's Nel Assets 0.3%

Diruiel Systems, based in Chertsey, Surrey, provides a spraialist consultaney and project
implementation service to clients using a software package developed by SAP, a leader in
multi-lingual, multi-currency  integrated  software  packages used by substantial
manufacturing and trading companies,

Druid was the subject of a £1.5 million investment by Candover and the Candover 1991
Fund in December 1993 in a deal in which the company was hought eut by @ management
team led by the founder from other private investors fn the company

There are no figuees available at this me ond no dividends were due to be received by
Candover in the year ended 318t December, 1 83,
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Review o Investmeats - continued

Inspec Group Limited
MANUFAGTURER QF SPECGIALITY CUHEMICALS
Candover's Investmend as at 31st December

Cost of Investment: £283,000

19493 1092
Direclors’ Valuation £687,000 £263,000
Elfective Equity intorest (fully diluted) 0.9% 0.9%
%% of Candover's Not Assots 1.0% (44

Inspee, which was the subject of an MBO/MBI from BI Chemicals in o deal in which
Candover and the Candover 1991 Fund invested £2 million in Septambor 1062,
manufaclures and sells speciality chiemicals which havo a broad range of industrial and
household applications. The products are suppliod principally to chenical companies in
ovar 50 counlries for further progessing or incorporation into end products used in mora
thon 20 industnes.

Inspee is scheduled to list Its shares on the London Stock Exchange on 30th March, 2994 al
a listing price of 160p per share valuing the Candover group’s investment at £903.088.

Qperating  profits from continuing oporations, before excoptional items and any
contribution from Alico, 2 US manufocturcr of specialily acids basod in Galena, Kansas, the
acquisition of which was completod on 30th Decembor, 1993, were £7 million on turnover
of £49 million for the year ended 31st December, 1993, Provious equivalent profits for 1992
were £4.6 million on & turnover of £42 million. Exceptional items comprise nen-recurring
overhoad allocations attributable to BP togather with costs of rationalising the Hythe site
following the closure of Carshalten,

No dividends wera received by Gandover in the year onded 31st December, 1993 (1992
Nil).

Alupac Holdings Inc.
ALUMINIUM FOIL MANUFACTURER
Candover’s Investment as at 21. ¢ ¥ s gmber

ost of Investment: UIS$400,000 (£238,000)

1993 1994
Directors’ valuation US5937,000 US$700,000
(£658,000) {£46G8,000)

Effective Equity Intorest (fully diluted) 11.6% 11.6%
% of Candover's Net Assols 0.9% 0.8%

Alupae, based in Belpre and Caldwell in Ohio, USA manufactures laminate aluminium
foil, papor, paperboard and plastics for sale to the food service, construction and peckaging
industrics.

Daring the year the US laminating business of Norandal was acquired by Alupac in
November 1993 which will result in a large increase in Alupac’s revenues,

Profits bolore interest and tax for the year endea 31st December, 1992 were U8$2,1 million
on sales of US530.5 mitlion as against U$$1.1 million on sales of US$26.1 million for the
previous year,

Candover rocoivoed gross dividends of £27,331 daring the year ended 31st [Jecember, 1993
{1992 £14,232).
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Fishers Group Limited
LOSS ADJUSTRERS
Candover's Investment as at 31st December

Cost of lnvestment: £206,000

1094 100
Directors' Valuation £640,000 £484,000
Effective Equity Interest (fully diluted) 6.0% 5.6%
95 of Candover's Not Assots 0.9% 0.8%

Fishors Group operates through 30 branches in the UK and has a representation through
subsidiarios and agencies in 35 countries worldwide, including an office in Kuwait
handling the assessment of war reparation claims on behalf of the Kuwaiti Government.
They are the soventh largest chartared insurance loss adjustors, the largest indepenceat
motor claims adjusters, as woll as handling substantial marine, transit and holiday travel
claims.

In their inancial yoar to 31st March, 1993 their audited profit bofore intorest and tax was
£1.2 million on salos of £10.15 million comparod with profits of £1.1 million on sales of
£8.3 million for lhe previous year

No dividend was roceived by Candover in the yoar ended 31st Docember, 1093 (1992:
' £14,740).

Caradon PLC
BUILDING AND CONSTRUCTION
Candover's Investment! as at 31st Decamber

Jost of Investment: £308,000

1083 1992
Market valuation £618,000 £471,000
% of Candovar's Net Assats 0.9% 0.8%

Caradon is a leading FT-8E 100 building conglomerate trading worldwide under a number
of loading brand names, such as Twylovds and Doullon bathrooms, Stelrad radiators,
Everest doublo glazing, Catnic Lintels, Mira showors, MK Electric and, in north Amorica,
Peachtree doors and Better Bilt windows,

Candover invested in the original buy-out of Caradon, togother with the Hoare Candover
Exempt Fund, in Octobor 1685. In November 1989 Caradon merged with MB Group to form
MB-Caradon PLC from which Candovor obtained its presont holding of Convertible
Prefercnco Sharas.

Profits belore interost and tax were £130.8 million on sales of £664.4 million in the year
endad 315t Docombar, 1992 as against profits of £126.4 million on sales of £679.2 million in
the provious year. The results for the vear ended 31st December, 1993 are expected scon.

Interest rocoived on the preference shares by Candaver in tho year ended 31st December,
1993 was £27,949 (1992: £49,146).
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Valuation Policy
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Principles of valuation of unlisted investments

In valuing unlisted investments the Directors follow a number of general principles which
aro hased upon the BYCA guidelines for valuing unquoted devolopment stage investments
and ure sl out below:

investments are staled at amounts considered by the Directors to be a fair assessuzent of
their value, subject to overriding requirements of prudence. All invostments are valued
according 10 onoe of the following bases:

cost (less any provision required);
open markoet valuation;

carnings multiple; or

not assoets,

Invostmonls are normally valued al cost until the availabilily of the first sot of audited
acconnts post completion of the investment. Provisions againsl cost, however, will be
made as soon as appropriate in Lhe light of advorse circumstances — for example, where an
investment performs significantly below oexpectations. In exceptional circumstonces
upwerd adjustments to cost may be made within one year,

Investments held for more than onu year are valued on one of tho bases described above
and genorally tho earnings multiple basis of valuation will bo usod unless this is
inappropriate as in the casc of certain asset-based businesses. When valuing on an carnings
basis, the profit before interost and tax of the current year will normally be used, dopending
on whelther or not more than 6 months of the accounting period remains and provided this
can be predicted with reasonablo certainty, Such earnings will be adjusted to a
maintainable basis, taxed at the full corporation lax rate, and multiplied by a discounted
price/oarnings multiple. Price/carnings multiples utilised are rolated lo comparable quoted
companios and normally discounted by 25%. The discount used may be lower where a
realisntion is planned within 12 months and higher if tho timing of a realisalion is long-
term or nol currently being contemplated.

Whore a company has incurred losses, or if comparable quoted companies are not
primarily valuod on an earnings basis, then the valuation may be calculated with regard to
the underlying not assets and any othor relevant information, such as the pricing for
subsequent investments by a third party in 8 new financing round which is deemod tobo at
arms length. In cases where an exit is actively being sought then any offors from potential
purchasers would be relevant in assessing the valuation of an investment and are a factor
takon into account in arriving at the valuation.

When investments have obtained an oxit (eithor by listing or trade sale) after the valuation
date but before Bnalisation of Candover's relevant accounts (interim or final), the valuation
is based on the exil valuation subject to an apprapriate discount lo take account of the time
poriod between valuation and exit dates.

In arriving at the salue of un investment, the percontage ownership is calculated after
taking into account any dilution through outstanding warrants, options and performance
related mechanisms.
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The dircetors present their roport togethor with the financial statemonts for the year ended
31t Decomber, 1993,

Peincipsl activities

Candover Investments ple is an invostment company within thu meaning of Part Vill of the
Comp.ties Act 1985 48 well as an lnvestment Trust ander section 842 of the Income and
Corporation Taxes Act 1988, the tax slatug of which is shown on page 26,

The group is engaged in the identification, implementation and monituring of large
management buy-outs and buy-ins in which it always makes en investment. The compuny
has a number of funds undor menagoment: The Candover 1989 Fund which has £299
million commilted for investment in transactions requiring equity in excess of £5 million
togethor with a £20 million co-investment agreoment with the company; The Candover
1987 Fund which had £30 million avnilable for investment in smaller transactions and for
which all commitments have been drawn down, and Tho Cendover 1991 Fund with
commitments of £32.5 million in addition to which the Company has commitied £5
million under a co-investment agreoment. The Heare Candover Exompt Fund, which has
been extended until March 1995 and the Electra Candoser Direct Investment Plan, from
which investors wora released from their commitments in February 1989, have hoth
reached a stage where only two investments remain to be renlised. As indicated in the
Chairman's statement on pago 7 a new fund to succeod the 1989 Fund is close to
complotion.

Results and review of business

The group profit for the financial yenr after taxation was £2,381,000 compored with
£3,152,000 for the year ended 31st Decomber, 1992, Income decreased froin £8,996,000 1o
£7,672,000, Adninistrative expenses were £4,376,000 compured with £4,920,000 in 1962,
A roview of the group's activities is given in the Chairman’s slatzment on pages 7 to 11.

Dividend and proposed charge to reserves

The diroctors recommend the payment of & final dividend of 7.05p per ordinary share
giving a total for the year of 11p as against the previous year whero a second interim
payment of 6.5p gave a total dividend for the year of 10.25p. There was no final divideud
for 1892, Paymont of the dividond will be made on 12th May, 1994 to holders on the
register at tho close of business on 22nd April, 1094, The dividend details are shown in
Note 6 on page 38,

Aftor payment of the dividend, a doficit of £81,000 araso in respect of the year ended 31st
Decomber, 1993 which the directors propose to charge to reserves. (profits ol £858,000 wore
retained in 1992).

Directors

The directors listed below served on the Board throughout the year and were in office at the
ond of tho year. Their biographical details appear on pages 4 and 6.

C R E Brooko R A P King*

S W Curran ] M Raisman*

(3 D Fairservice P ] Scott Plummer*

A P Hichens* ] G West*

7 A Elliot* P G Wretord * *ien exntive

Following Lhe year end Mr ) R Wilson was appoinled to the board on 23th March 1994 and
will be subject to ro-election at the forthcoming Annual General Menting of the Company to
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Do held an Jnd Mey, 1994, Mr P G Wroford aad Mr GG A Elliot will retire from the board at
the conclusion of the Annual Genoral Meoting.

In view of the retirement of two directors or Mr G I) Fairservico is required to rotire by
rotation, and being eligible, will offer himsor for re-clection, Mr Fairservice has a service
contract of t"vo years duration,

Direclors’ interesls
Tho intorest of the directors in the ordinary shares of (he company are dotailed bolow.

Ordinary shores of 25p each Share opbions
1181 J1st
Ducember, 15t January, Decembaor, 181 January,

1053 1981 1413 1993
DENEFIGIAL
C R E Brooke 511,552 501,552 12,795 12,795
S W Gurran 639,708 G39,708 12,785 12,795
G D Fairsorvice 165,000 165,000 100,000 100,000
A P Hichens 15,000 15,000
P J Scotl Plummer 12,000 12,000
] G West 1,500 1,500
P G Wroford 90,000 115,000
G A Elliot Nil Nil
R A P King Nil Nil
] M Raisman Nil Nil
NON-BENEFICGEAL
C REBrocke Nil 408,000

During the % % it was rocoreed that ull Mr Brooke’s childron had reached maturity and
accordingly, thero was no further declarable non-beneficial intorest arising,

In the period « etween 31st Decotnber, 1993 and 25th March, 1994 Mr Brooke acquired and
sold 48,000 shares as part of a reorganisation of family interests, In the same period M
Wroford sold 40,000 ordinary shares, and Mr G D Tairservice sold 2,500 shares.
Additionally, 1,6n0 shares held by a connected person of Mr § W Curran, in which he is
deomed to hold a boneficial interest wero alsa sold in this period,

Directors’ outstanding share options aro exercisable at various times between 19t January,
1993 and 1st January, 2000 and at varying prices betweon 114p and 235p. There were no
options granted or exereised during the year.

Messrs C R E Brooke, 5 W Gurran and G D Fairservice, logether wilh cerlain other
exceutivos of the comnpany have a beneficial inlerest in the Limited Parinerships of the
Candover 1989 Fund and the Candover 1991 Fund. The participation of these directors and
oxccutives in such arrangements was approved by shareholdors at an Extraordinary
Gencral Meoting of the company held on 4th May, 1989,

Apart from service contracts, no director of the company is or has been during the year,
matorially interested in any contracts of significance with the company or ils subsidiaries.

During the year a contract of insurance existed as referred to in section 310(3) of the
Companics Act 1985 as amended for the purpose of indemnifying the directors and officers
against liabilities that may ariss in the performance of their duties. This contract has been
renowed since the year end.

The company has been advised of the following notifiable interests in excess of 3 per cent.
of the issued share capital of the company at 25th March, 1994,
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Eleetra Investmen Trust plo 8.9%
The Seottish Fastern Invectment Trust PLC 8.4%
The Prudential Agsurance Co Ltd 6.7%
London and Manchester Group of Companies 5.5%
Roval Lifo Instieance Limited 5.4%
Mars Security Limited 4,8%
British Afrways “ension Fund 4.4%

During the year eestaia sharehalders with an intorest of more than 3 per cont but less than
10 pe cont advised thut their interesls were no longer notifiable in accordance with
Section 198 of the Companies Act 1935 as amonded.

Political and charitable donations

During the yoar £11,086 (1992 £19,017) was given for charitable purposes. There were no
political donations {1992 £Nil),

Post Balance Sheet Events

Since the year ond Midland Indopendont Newspapers PLC, Partee Group VLG and Inspec
Group PLC have listed on the London Stock Exchange, and Koeller Group Limited has also
made an application to list. Details are shown in Note 26,

Annnal General Meeting

The Annual General Mooting of the company will be held en 3id May, 1994 at 12 noon at
the Howard Hotol, Temple Place, London WCG2 The notic: i thio o eoting appears 1o the
circular to shareholders enclosed with these aceounts,

In addition lo the Ordinary business of the meeting there are a fow items of jecial business
lo be proposed as an Ordinary Resolution and two Special Rosolutions. The subject matter
of the spocial busirioss includes the introduction of a now Executive Share Option Scheme
to replace the existing schome which oxpires in fuly 1994, and the introduction of now
Articles of Association which introduce amondinents fell to be necessary in view of
changes in company law, in the guidelines givon by the London Stock Exchange and in Uz
good corporate practices of listed companies gonoerally. Also as with provious years it is
necessary to renow the Directors’ authority to sot aside shareholders’ pre-emption rights
over the issue of new shares for cash up to a limit of 5 per cent of the ordinary shares in
issue,

Auditors

Granl Thornton offer themselves for reappointment as anditors in accordance with section
385 of the Companies Acl 1985,

Tax Stalus

The Board of the Inland Revenue has ipproved the company as an investment trust, under
section 842 of the income and Corpaiation Taxes Act 1988, for the year ended 31st
Despmber, 1992,

in the opininn of the directors, the company's affairs since that date have been conducted
5o as to enable it to continue to st ek approval as an invesiment trust, In addition, thev are
of the opinion that the company is not a close company within the provisions of the

'y

come and Corporation Taxes Act 1988,

By Order of the Board
P R Neal /i&‘*
s
-

Secrelary //%A
/ <

20 Old Bailey
Lonudon ECAM 7LN
25th March, 1984
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Cuorporate Governanee

Cadbury Committee

Last year oot Boazd reiwed the company™ comphanee procedures as a resalt of the
Cadbury Cogumitee tenort on the Finam jal Aspects of Corporate Governanee, logether
with a Code un Beat Practice (“the Code™) pubilisherd in December 1992, Yarious measures
were put ia place to enable Candover at that time to confinn its compliance with the Code.
In the siew of the dirctors Candover continues to comply with the Code, except where
they aro unable o do so as with the provisions relating o the repoerting by directors on
tatornal control and poing concern whilst the development of the necessary guidance in
thes. areas is awaited,

Corporate Governanee at Candover is achioved through the Board, wi “ch consisls of three
executive directors and soven non-executive directors who delegate s, ae of their powers
to certain other committoes whilst rotainas other matters which aro reserved for decision
by the full Roard. Details of the directors and the members of the committees, which are
describod below, are set out on pages + and 6,

Audit Committee

The Audit comn:ittee was established in 1990 for the purpose of providing a link between
%0 Board and the compeny's auditors on matters arising from the group audit. Those
mattors include constderation of the group roport and accounts which Candover intends to
publish, the eflect of accounting standards and policies genorally, and intornal financial
coatrol proceduree Tho Committoe meots regularly bofore the publication of the group’s
interim and proliminary announcement of results and al other times as neessary. It does
not involve itself in the day-to-day running of the business which remains the
responsibility of the exccutivo directors.

Remuneration Committee

The Committee maots regularly to agreo the remuneration policy in respect of directors and
senior executives and to advise on the remuneration of staff,

Nomination Commitlee

In March 1994 the board appointed a Nomination Committee consisting of the Chairman,
Deputy Chairman (non-executive) and Chief Executive for the purpose of selecting non-
executive directors. All appointments, together with the appointment of any executive
director are subject to the final app.oval of the full board before ralification at a General
Meaoting of sharcholders.




Directors’ Responsibilities and Auditors’ Report

Directors' Rosponsibilities for preparing the Financial Statements

Tha Directors are required by TIK company law to prepare financial statemonts for cach
financial year which give a teue and fair viow of the state of affairs of the Company and the
Group as at the end of the financial year and of the profit or loss of the Group for that
period.

The Directors confirm that suitable accounting policies have beon adopled and applied
consistontly, and reasonable and prudent judgemoents end estimates have been made.
Applicable accounting standards have been followed with the exception of the departures
which ara disclosed and explained undor the Accounting Policios.

The Diroctors are also responsible for maintaining adequate accounting records, for
safoguarding the assets of the Group and for preventing and detecting fraud and other
irregularitios. The Directors confirm that the financial statements have been prepared on
the going concern basis.

Report of the Auditors to the Members of Candover Investments plec

We have audited the financial statements on pages 29 to 47 which have been prepared
under the accounting policies set out on pages 29 and 30.

Respective responsibiilities of Birectors and Auditors

As doscribed above the Directors are responsible for the preparation of financial
stalements, Il is our responsibilily te ferm an indepondent opinion, based on our audit, on
those statements and to report our opinion to you,

Basis of Opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing
Practicos Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the
significant estimalos and judgemoents made by the Directors in the preparation of the
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 obtain all the information und explunations
which we considersd necessary in order to provide us with sufficient evidence to give
reasonablo assurance that the financial statements are freo from material misstaterent,
whother caused by Iraud or other irregularity or error. In forming our opinion we &lso
evaluated the overall adequacy of the presentation of information ir the financial
stalements.

Opininp

In our opinion the financial statements give a true and fair view of the state of affairs of the
Company and the Group at 371 st-December/ 1993 and of the profit, of the Group for the year
then ended and have b s, y{uperly prepared in-aécordaree with the Companies Act 1985.

ﬁ‘:";/ l\f\é;‘({/ \ f\:.@\ﬁm.:’w ﬁ'\a—

Grant Thornton «.‘B'\JC\-‘—"\«

Rogistered Auditors London

Charterer] Accountants 25th March, 1998 4.
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Tho financial statements have been prepared in accordance with applicable accounting
standards excepl for the policies relating to aceounting for managed funds and certain
associated undertakings as deseribed below. The financial statoments are prepared under
thoe historical cost convention except that investments are stated at valuation,

The prineipal aceounting policies of the group, which have remaine. unchanged from the
pravious yedar are set oul below:

Basis of consolidation

The group finencial statements consolidale those of the company and of its subsidiary
undortakings {sce note 10). The financial statomoents of oach undertaking in the group have
been prepared to 31st Decomber 1993, Tho results of subsidiary undertakings have been
inclnded from the date of acquisilion,

Associated underlakings
An associated undertaking is defined as an entity, not being a subsidiary undertoking, in
which the group has a substantial and long-term interest and over whose financial and
operating policy decisions the group is in a position to oxerciso significant influonce.
Where such entities are an integral part of the group’s investment management oporations,
the group’s share of profits is Included in the group profit and loss account, and the
. investment is carried in the group balanco sheet at an amount equivalent to the group’s
share of net assets. The company balance sheot shows the investment in such undertakings
at cost, and particulars of entitios accountod for as associated companies are sel oul in
note 11,

‘Tho group has certain other investments in companies which fall within the definilion of
associated undertakings conlained in the Companies Act 1985 bul which are nol accountod
for as associated undortakings, and accordingly, the group does not equity account its share
of the net asrets and results of such invostments, In the opinion of the directors it would
not show a truo and fair viow for such investmonis to be equily accounted while the
remaindor are held at valuation, since all such investments are held for capital
appreciation. Furlthermore, the directors consider il is inappropriate lo include in the
consolidated profit and loss account the group's share of an investes company’s
undistributed prolfits whon those profits cannot be realised as income uniess distributed,
and if realised by salo of tho company, will be taken to non-distributable vapital reserves.
Thae effect if such investmenis were equily eccountod is set out in note 9,

Managed Funis

Whore the constitution of a managed fund involves its being a subsidiary undertaking
under the Companies Act 1985, but the group has no substantial beaeficial interest in the
income, assots or liahilities, tho total net assots of the fund are consolidated gross within
fixod assot investments and the minority interest deducted immediately aftor. The fund has
nat baen accountod Jor under the method of full consolidation, since in the opinion of the
directors, it would bo misleading o do so and the ovorriding duty to give to shareholders a
true and fair view of the income and state of affairs of the group requires its exclusion,
Details of (hese managed hunds are set out in note 10,

Income

Income arises from investment management and other financial services provided and
investment fransactions undertaken during the year. 1t also includes income from
investments and interest receivable.
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Avconnting Policres  condoiesd

Deferred exponditure

Flacement fevs incurred in the establisluaent of the Candover 1989 Fund and the Candover
1991 Fund have been carried forward in curront assets and ave being written off over five
VOArs,

Depreciation
Depreciation is calenlated to write down the cost ol all langible fixed assels by equal
annual instalments ovoer their expoected useful lives, The periods generally applicable are:

Plant and equipment  2-5 yoears
Motor vehicles 3-4 years

Investmoenls

Fixed assot listed invostments are valued at middle markel quotations derived from the
Stock Exchange Daily Official List. Unquoted investments are included at directors’
valuation, the principles of which are sol out on page 23.

Profits and losses on realisation of fxed assot investments are dealt with through the
roalised nol approciation roserve. Fixod assot investments aro not held for resale and &y
profits on realisation uro not available for distribution. the excoess of the market value of
fixed asset investments over cost to the group is shown as an unrealised surplus,

Investmonts held as curront assel. are hold at the lower of cost and nol renlisable value 1o
the relevant group undertaking. Profits and losses on realisations of current asset
invostments hold by subsidiary undertakings are doall with througl the profit and loss
accounl. Profits and lossus on realisations of curront asset investments held by the
Company are dealt with through the realised nel appreciation reserve,

Shares in subsidiary undertakings are held al cost less provisions.

Deferred taxation

Deforred taxation is the taxation atiributablo to timing differences between profits or losses
computod for taxation purposes and results as stated in the financial statemonts, Provision
for deferrod taxation is made to the oxtent that it is probable that a liability will crvstallise.
Unprovided deferred tax is disclosed as a contingent {iability.

Dewrred tax is calculated at tho rete at which it is estimated that the tax will be paid when
the timing differencos roverse.

Foreign currencies

Assets and liabilities in foreign currencies are translaled inlo sterling at the rates of
exchange ruling at the balance sheot date. Balance sheets and profit and loss accounts of
overseas companics aro also translatod at the rates of exchange ruling at the balance sheet
date. Wlere exchange differences rosult from the translation into stedling of foreipn
currency resourcos to be used for further invesimoent, thoy are taken to the realised and
unrealisod net appreciation reserves as appropriale. All other exchange differencos are
doalt with through the profit and loss account,

Pension costs

The group contributes towards a number of funded defined contribution pension schemes
designed to provide retirement benefits for its directors and employecs. The assets of the
schemes are held separately from the group in independently administered funds, The
pension cost charge represents contributions by the group to the schemes in respect of the
accounting poriod.

Operating Leases
Pavmoents made uader operating leases are charged o the profit and loss account an a
siraight Jine basis over the period of the lease,

- EWEP o i LI Py e e ———_ ——
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Group Profit and Loss Account

for the year ended 316t December, 1933

Incomo

Administration expenses

Oporating incomeo

Share of profits of associated undertakings

Profit beforo intrrest

Interest payable und similar charges

Profit on ordinary aclivities before tnx

‘Tax on profit on ordinary activities
Group
Associated undertakings

Profit for the inancial year

Dividonds
Transfer (from)/o distributable roserves

Earnings per sharoe

Basic

Fully Diluted

Noles

[

L'ood

(917)
(2]

1453
£'000

7,672

(4,376)

3,296
13

3,300
9

3,300

(019)

2,381
(2,462)

{81}

———

10.64p

10.33p

10062
L0100 £000
8,996

{4,920)

4,076
41

4,117
(18)

4,099

(947)
3,152
(2,294)

858

14.09p

13.67p

The accounting polivies on pages 29 and 30 and noles on pages 36 to 47 form part of these financial statements.
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for the year paded 335t December, 1030

lapital profit on investmenls
Realisod gains and losses
Unrealisod gains and losses
txchango differencos

Capital surplus for the year
Revenne profit available far distribution

Total recognised gains and losses for the year

Distributable profits
Revonue profit available for distribution
Dividends

Trausfer (from)/to distributablo rosorves

Non-distributable profits
‘Transfer to non-distribulablo resorves

1993
Noley L'oon
17 1,225
17 8,292
17 (20)
9,447
2,381
11,878
2,381
6 (2,462)
17 (a1)
17 $,497
9,416

Group Statement of Total Recognised Gains and Losses

1112
EAE

282
4,085
113

4,479
3,152

7,631

3,152
{2,204)

458
4,479

5,337

The accounting policies on pages 2¢ and 10 and notes on pages 36 to 47 form part of these finangin] statements.



Group Balance Sheet

ut 318t Decomber, 1093

1492 19
Al £000 £ 000 L7000 27Gon
Fixed assets
Tangible 8 166 218
Invesiments
Maraged Funds 10 268,825 212,591
Less: Minority interests in
managad funds (264,693) f212.517)
Not investment in managod
funds 9 4,132 74
Other a 43,480 37,052
47,612 37,126
Associated undertakings 11 72 GO
47,684 37186
Current assets
Dobtors 12 4,810 6,305
Investments 13 22,064 24,334
Cash at bank 554 "04
27 428 30 843
Credilors: due within one year 14 (5,259) (8,217)
Net current assets 22,169 2 626
Total asseis less current
Habilities 70,019 60,020
Provisions for liahilities and
charges 15 {(1,013) (440}
69,006 50,550
Capital and reserves
Called up share capital 16 5,595 5,505
Share promium account 17 126 126
Realiscd net appreciation
roserve 17 47,790 44,6Q4
Unrealised net appreciation
reservo 17 12,244 5,933
Profit and loss account 17 3,234 3,315
Shareholders’ Funds 68,959 59,573
Minarily interests 17 17
69 006 59,590
o ) —_— —_—

R

The financial sla}‘omnnls were apprm (gl v J,h@j):rermrq on 25th Marcly, 1984
=

b .._,\j ’_\) Vi
\}1)__7_},,;-“ l'; - ///;f/) ' 1‘
EW A
C R E Brooke S W Curran
Chairtnan shief Executive

The accounting policies on pages 28 and 30 and noies on pages 36 to 47 farm part of there financial statements.



Balance Sheet

at 315t December, 1983

1053 14942
Notew FAdilili] LMo L0080 4000
Fixed assets
Investmoents Q9 52,382 41,968
Associated undertakings 11 1 1
52,383 41,909
urrent assets
Debtors 12 1,376 2,525
Invastiments 13 14,393 15,763
sash at bank 438 8
16,207 18,316
Creditors: due within one year 14 (2,718) (3,561)
Net current assels 13,480 14,755
Tolal assets less current
liabilities 65,872 56,724
Provisions for liabilities and
charges 15 (110) {63)
65,762 506,601
Capilal and reserves
Called up share capital 16 5,595 5,595
Share promium account 17 126 126
Realisod net apprecialion
resorve 17 47,790 44,604
Unrealisod uet appreciation
resorve 17 11,418 5,659
Profit and loss account 17 333 677
65,762 56,661

Tho financial slatements w%g.apf)mved by tho Directors on 25th March, 1994
#

("

——

o
yd AVhh
& 4
by
|

C R E Brooke S W Curran
Chairman Chief Exerutive

The acemmtng policies on panes 29 and 30 and notes on pages 36 1o 47 form part of these finandial gatements,
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Group Cash Flow Statement

ot 31at December, 1003

Operating nctivities

Cash received from investimonts

Cash received {rom investinont
management and nther linancial <ervices

Hxpoenses paid

Net cash inflow from operating activities -
see nole 23

Returns on invesimenls and servicing of
finance

Dividends receivoed from associatod
undertakings

Intorest paid

Dividends paid

Net cash outflow from returns on
investments and servicing of finance

Taxation

UK corporalion tax paid

Investing activities

Purchase of tangiblo fixed assots

Purchaso of investments

Sales of investments

Receipts from sales ol tangible ixed assots

Exchiange difforoncus

Net cash (outflow)/inflow from investing
activities

Net cash (outflow)/inflow hefore financing

Financing
Issue of ordinary share capital

Net cash inffow from financing
(DecreaseMinerease in cash and cash
cquivalents « see nole 24

Luoo

()
(2,346)

(85)
(6,861)
6,602

]
(20)

1053
£1000

2,647

4,929
(4,474)

3,102

(2.355)

(2,399)

(268)

{1,920)

(1,920)

(1,920)

142
FAITin] £°000
3,050
5,477
{4,311)
4,216
35
(18)
(2,174)
(2,157)
(80)
(76)
(5,370)
6,232
1
112
909
2,808
(37)
(37)
2,925
2,888

The it counting policies on pages 20 amd 30 and aules on pages 36 ta 47 fuim part of these finandial statements,
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Notles to the Financial Statements

for the year ended 315t Decembier, 1093

Incoma fram continging operations

1003 102
£'000 L£'a00 100N [N
Financial services 541 1,136
Investment dealing 96 401
Investment management fees 4,065 4,247
4,752 5,784
Investment income:
Income from fixed assel invostmoents 1,090 1,045
Income from Treasury bills and other
fixed interest securitios 1,039 1,184
Other income receivable, arising on
short-term deposits and loans 791 968
2,920 3,212
7,672 8,596

St iy

OF the income from fixed assot invostments £126,000 arose rom listed investments (1892
£143,000). Income from [nancial sorvices originated outside the United Kingdom was
£31,000 (1992 £45,000). All income arose from the single activily of organising and
invesling in managemenl buy-outs and buy-ins and providing capital to unguoled
compairios. All income is attributable to continuing activities.

Administration expenses
Administration expenses include thoe following:

1963 12
£600 £'000
Stalf costs 2,053 2,129
Dopreciation 131 130
Auditors’ remunceration — audit work 37 40
- non-audil work 81 66
Operaling lease rentals — building 534 556
- other 31 a5

Staff costs during the year wore:
Salaries 1,674 1,642
Social Seeurity costs 139 142
Pension, insurance and other costs 340 345
2,053 2,129

The average number of employees of the group in the UK during the vear was 18 (1992 19).
Additionally, the average number of employecs of overseas subsidiary undertakings in the
group during the yoar was 5 [1992 5),

Remunoration and consultancy fees paid in respect of services provided by ditectors were
as follows:

1093 1092

£000 £7000

Diroctors’ fees 118 318
Management remuneration:

Salaries 642 559

Pensions and insurance costs 181 171

Performanco rolated remuneration 71 82

094 812

1,012 930

—— ———
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Hotes o ke Finanelal Statements - continued

Note 2 continued

The emoluments of the directors, excluding pension contributions, were as fohows:

1003

£000

I'her Chairman 253
I'he highest paid Director 284
1093

number

£ 15,001 to £ 20,000 6
£ 20,001 %0 £ 25,000 1
£180,001 to £195,000 -
£205,001 to £210,000 1
E230,001 to £235,000 -
£250,001 10 £255,000 1
£280,001 to £285,000 1

1552

0

a5
Chairman
1042
nmniber

During the vear and included in the above directors’ emoluments the Chairman receive:l
performance related puyments, arising from the profit related pay scheme snd a
discretionary bonus of £22,126, A similar payment of £21,020 was made to the highest paid

director, and the other executive director received payments of £27,604.

Interest payable and similar charges

1003 1992
000 LoD
On bank loans, overdrafls and other loans
~ repavable within 5 vears otherwise than by
inslalmonts 9 18
Tax on profit on ordinary activities
The taxation ¢harge is bascd on profit fur the year and is made up as follows:
1993 1092
£000 £7000
United Kingdom corporation tax at 33 per cent
(1992 33 per cont) (2) 2,470
Doferred tax ~ see note 15 596 (1.871)
Tax attributable to franked investmeorn: ingomao 324 340
Adjnsimonts relating o prior years
United Kingdom corporation tax 22 12
Geforred tax — see note 15 (23) (]
917 045

The Board of [nland Revenue has approved the company as an investment trust, under
section 842 of the Income and Corporation Tases Act 1988, for the year ended 31st
December, 1992, In the opinion of the directors, the company’s affairs since that date have
been conducted so as to enable it to continue to seek approval as an investment tiust,
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Naotes 1o the Financial Statements ~ continued

Profit for the financial year

As prrmilted by soction 230 of the Companies Act 1085, the company has not included jts
mwn profit and loss account in these financial statemenms The group profit for the year
Includes £2,118,000 (1992 £2,238,0600) which is dealt with in the financial statements of
the hiolding company.

Dividends
1991 1042
£000 L£000
Paid interim of 3.95p (1992 3.75p) 884 339
Paid second intorim of Nil {1902 6.5p) - 1,455
Proposed final of 7.05p (1992 Nil) 1,578 -
2,462 2.294

Earnings per share

The calculation of basic earnings por ordinary share is based on profit for the finuncial yoar
of £2,381,000 (1992 £3,152,000) and a woighted average number of sharos of 22,381,005
{1992 22,366,185}, Tho calculation of fully diluted earnings per share lakes account of the
share options and is based on profit for the financial year of £2,381,000 (1942 £3,152.0006)
and a weightad average numbor of shares of 23,060,255 (1992 23,060,255).

Tangible fixed assots

Plunt anid Ador
e mnent sohisles Tota]
£7000 L7000 L7000

Ceost
Al 1st January. 1993 390 239 629
Additions 10 75 as
Disposals - (65) (65)
At 315t Decearber, 1993 400 RELL] 649
Depregiation
At 1st Janaary 1993 2565 156 411
Provided in the year 67 B 131
Disposals ~ (59) (59)
AL 318t December, 1983 3 161 483
Net book amount at 31st Decentber, 1993 78 88 166
tvel book amount at 31st December, 1092 135 83 218
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Notes to the Financial Stalrments - continued

1 Fixed assel investlments
Dy ersdny 0ty

Group Mapaged
humds (Nhwer Tt
2onn L0 L7000
Valuation al 1st January, 1993 74 37,052 37,128
Additions at cast 2,005 4,856 6,861
Disposals - {4,667} (4.66G7)
Appreciation 2,053 6,239 8,292
Valuation at 31st Decembor, 1993 4,132 43,480 47,612
Roconcilintion
Cost of ‘nvestments 2,079 33,5657 45,636
Net unrealised appn ciation of investments 2,08¢ 9,923 11,976
4,132 43,480 47,612
Ins esimenis
Company Shures 1
i subyidiany Managed
undertakings funds Other ‘Total
L'000 LMD £'000 000
Gost or valuation at 1st January, 1943 4,842 74 17,0562 41.968
Additions at cost - 2,005 4,856 6,861
Disposals - - (4,667) {4,667)
Appreciation - 2,053 6.167 8,220
Cost or valuation at 3161 December,
1993 4,842 4,132 43,408 2,382
. Reconeiliation
Cost of investmonts 4,842 2,079 33,57~ 40,478
f Net unrealised appreciation of
investments - 2,053 0,851 11.904
4,842 4,132 43,408 52,382

At 31st December, 1993 cunndative downward adjustments of £8,006,000 (1992
£6,577,0n0) had been made against investments with original costs of £11,503,000 {1992
£10,525,000).

Investments at valuation include: 1093 1992
Lo £'000 L'onn
UK
Listad 2,400 3.832
i Uneuoted al directors’ vatuation 33,308 23.288
: Europe
Unquoted at directors' valuation 5,050 5,364
us
Listed 441 831
. Unguoled at directors” valvation 6,407 3.811
47,612 37,126

At 318t December, 1993 the company beld shares in pxcers of 10 per cent of a class of
sheres in a number of investee undertakings but did not have mor, thun 20 per cent of the
tatal allotied share capital in any of these investee underlakings. However in the opinion of
the directors the listing of these undertakings would result in particulars of excessive
length and the financial results of such undertakings ds ant principally effect the figures
shown in these accounts. The list of these undertakings will therefore be eniclosed with the
company’s nest annual return as permitted under section 231{3) Companies Act 1985,
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Noles to the Finanaal Statements - « antinned

Note 9 continued

At 318t December, 1993, the company had an interest of mure than 20 per cont in the
aominal value of the latal allotted shace capital of the following companies:
I e natugie

i
Loniuirues Clann i Shiares Liebl # Yasn el
Golden Key Homes Lid Cumulatise convetlible 31.00
(incorporated in Great Britain) parlicipating preferred
ordinary
Cumulative redeemable 33.33
preference
Karablue Lul "3 Ordinary 35.58
{incorporated in Great Britain)
Lombard Investmonts, Ing Proferred 100,00
(Stte of California)
VQI Candover Managment BV Ordinary 30.00
(incorporated in the Netherlands) Loan Capital 30.00

For the reasons sol ont in the Accounting Policies these investments have not been
includod as associated undertakings. Based on the latest audited accounts received by the
company in respect of cach investment, if equity accounting had been applied in these
financial stet nents, the group profit after tax would have been increased by
approximately £63,000 (1992 £61,000) and the group net assots increased by £32,000 (1992
£56,000),

Subsidiary cndertakings
At 31st Decenber, 1993, the principal subsidiary underlakings inch ded in the
consolidation were;

Issuod
Nature of business share s-apital
Jandover Services Limited*  Arrangement of investment £4,400,000 Ordinry
syndications
sandover Realisations Investment dealing company £100 Ordinary
Limited
Candover {Trustees) Limited” Nominee Company £100 Ordinary
:andovor Mominces Nominee Comipany £100 Ordinary
Limited*

Candover Parti.ers Limited  General Parlner of the Candover 1989 £1,050,000 Ordinary
Fund and of the Candover 1991 Fund

Candover Investmonts Investment holding company  1155500,000 Comunon Slock
(Nassau) Inc”

Deulsche Candover GmbH* * Arrangement of managomont LIM180,000 Ordinary
buy-out and buy-in investmonts
in Germany

* Wholly owned directly by the holding company ** 90 per cent owned by the holding company
All of the preceding companices are incorporated in Great Britain and are registered and
operational in England and Wales with the exception of Dewtsche Candover GmbH which

is incorporated and is operationa! in the Federal Republic of Germany and Candover
Investments (Nassau) Ine which is incarporated and is operatienal in the Bahamas.
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Note 18 continued
Iuterests in the Candover 1989 and 1991 Funds (*Managed Funds®™)

Candover Partners Limited is the General Pariner of the limited partnerships comprising
the Candover 1884 and the Candover 1991 Funds The company is a Special Limited
Partner entitled o participate in profits afler a minimum rate of return has been ac hieved
by the Limited Partners,

During the year the company also acquired from another limited partner an additional
Limited Partnership interest in the Candover 1684 Fund at a cost of £2.0 million and at
315t Decomber, 1993 this interest was valuod at £2.4 million,

For the reasons set out in the Accounling Policies, the limited partnerships comprising the
sndover 1989 Fund and the Candover 1991 Fund have not been accounted for under the
methad of full consolidation. At 31st Docember, 1993, the net assots of 1the Funds were
£268.8 million (1902 £212.6 million) and the income for the vear then ended was
£5.7 million (1992 £6.3 million), The vet agsets can be summarised as follows:

1093 1102
I'm L
Investiments 258.9 191.9
Debtors 1.7 01
Cash 8.4 20.7
Crodilors (0.2) (0.1}
268.8 2120
Associated undertakings
Class of I'raportien hald by
share capital lolding subsidiary Naturo of
hiald company  underlaking business
Hoare Candover Ordinary shares  50% - Management of the
Limited Hoare Candover Exempt
Fund
Elecira Candover Partnership -~ 33%  Managemoent of the £260
Parlners million Electra

Candover Dirocte »
Invesimenl Plan

Houare Candover Limited ig incorporated in Great Britain and registored in England and
Wales; both ero operational in England. Electra Candover Pariners' financinl year end is
301th September

The investors in the Electra Candover Direct Investment Plan were released from their
commitmoents on 28th February, 1989,

Gioup Company'

share of share

net nssets A} Lost

£000 £000

Costat 1st January, 1993 1 1
Share of post-acquisition reserves at Ist January,

1993 59 -

Increase 12 _

72 1
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12 Debtors

Lienpr Conppany
1843 112 1963 e
£'o0n £ 000 £000 .o
Due within one year:
Trade debtors 852 1,544 - -
Amount owed by group
undertakings - - 74 77
Amount vwed by associated
undlertakings 3 6 - -
Qther dobtors 2,236 2,364 941 2,221
Prepayments and accrued inconia 1,622 1,878 361 a2z7
4,713 5,802 1,376 2,525
Due after more than one yoar:
Propayments and acerued income a97 413 - -
Total deblors 4,810 6,305 1,376 2,525
13 Current asset investments
Gronp Company
1803 a2 1803 1952
£010 £7000 £'000 £000
Listed investments 3 3 - -
Short term deposits and fixed interost
securitios 22,061 24,331 14,393 15,783
22,064 24,334 14,393 15,783

The market value of the listed invostments was £4,500 (1992 £4,000).

14  Creditors: Due within one year

Group Company
i 1002 1992 1003 1992
! £'000 £'000 £'000 £000
Trade creditors 286 387 14 g
Amounts owed to group
undertakings - - 128 575
Current taxation 1,119 3,267 772 1,285
Social securily and other taxes 74 23 - -
Propesed dividends 1,571 1.455 1,571 1,455
Other creditors 652 621 186 186
Accruals and delerred income 1,547 2,464 a7 51
5,259 8,217 2,718 3,561
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15 Provisions lor liabilities and charges

e Coriauarin
1993 1o 1911 10
£'o00 Loon £'0un L7000
Deferred taxation
At 1st January 440 2,317 63 70
Increase/(decrease) in vear 573 (1.877) 47 (=
AL 315t Decomber 1,013 440 110 63
Deferred taxation provided for in the
financial stalements is set out
boelow.
Acgelorated capital allowancos (89) (96) - -
Other timing differences 1,102 536 110 G3
1,013 440 110 G3

There was no unprovided doferred taxalion in the Enancial statements at 31st Becomber,
1993 (1992 Lnil).

16  Share capital

1003 1992
Number £'¢o0 Number 17000
. Authorised:
Ordinary shares of 25p cach 29,000,000 7,260 29,000,000 7,250
Allotted, called up and fully paid: '
Ordinary shures of 25p ecach
At 1st January 22,381,095 5,595 22,341,095 5,585
Issued during the ynar on oxercise of
options - - 40,000 10
At 31st December 22,381,095 5,695 22,341,095 5,508

No options were granted or exercised during the year. At 31st December, 1993 the
following options remained exercisable at the following prices and dates.

Na of options Prive Exeraisable after
118,155 113.89p 28th QOctober, 1990
49,230 137.44p 6th October, 1991
75,000 208.00p 15th March, 1993
40,000 282.67p 29th April, 1894
20,000 236.67p 19th Qctober, 1995
182,205 235.00p 20th October, 1995
481,590

As at 31st December, 19493 there romained 197,570 options available to be granted under
the Exocutive share option scheme.
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Iotes ta the Finandiol Stotements - continned

Reserves
Nt de inbutablo reservies Ihstzabngbubile
Ieseivis
Shase Readisl net  Uorealieed nnt Profit
premium  approcaiem oppem iakion anl lose
eI Rt TS0V reserve RIFRET]
£7000 000 £'000 L7000
Group
Al 18t January, 1993 126 44,604 5.033 3,915
Sucplus on investiments revaluation - - 8,292 -
Invostinents realised in vear - 3,186 (1.961) -
Exchange differences - - (20) -
Retained loss for year - - - (81)
Al 31st December, 1993 126 47,790 12,244 3,234
Company
Al 1st January, 1994 126 44,604 5,659 677
Surplus on invastments revaluation - - 8,220 -
Investmenls realised in year - 3.186 (1,961} -
Retained loss for year - - - (344)
Al 31st Decomber, 1993 126 47,790 11,918 333

Reconcilintion of movements in sharehiolders’ funds

1984 1992

£000 £000

Profit for the financial yenr 2,381 3,152
Dividonds (2,462) (2,294)
(81) 858

Capital surplus for the year 9,497 4,479
New share capital subscribed - 37
Net addition to shareholders' funds 8,416 5,374
Shareholders' funds at 1st January 59,573 54,199
Sharcholders’ funds al 31st December 68,980 59,573

Capital commitments

The directors have authorised commitments of £20 million and £5 million which will be
invested pro rata and in parallel with the Candover 1089 Fund and the Candover 1901
Fund respoctively, which are equity investment funds orgenised by the gomany to
perticipate in management or leveraged buy-outs of unquoted and queted companies
within the UK and Western Europo, At 31st December, 1992 the outstanding commitment
was £4.7 million (1982 £5.3 million) and £3.5 million (1882 £4 million) respectively.

The company has undertaken lo purchase, for cash and on the same terms, 20 per cent of
that part of the ordinary share capital of any future investee company offered to the
combined Candover 1987 Funds.

During 1991 the company committed ITL 5,425 million (£2.5 million) to the Cambria Fund.
Al 318t December, 1993 the outstanding comniitinent was 1TL 3,529 million (£1.39 million)
{1992 ITL 4,601 (£2 million)).
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Puension commiimenls

The group contributed towards a nember of funded defined contribution pensicn schemes
designed to provide retirement benefits for its directors and emplovees, The assets of the
schemes are held separately from the group in independently administered funds, The
pension cost charge represents contributions by the group to the schemes in respect of the
accounting period and amounted ta £211,000 (1992 £218,000),

At 31st December, 1993 no amounts were payablo {0 the schemes (1992 £17,000).,

e - - a N AT t Cut

Lease commilments

Operating lease paymoents amounting 1o £594,000 (1992 £581,000) are due within ono year,
Tho loases to which theso acemmis relate expire as follows:

1083 1992

Land and Lavaned aunyel
Inildings Gther Huildings Other
£'000 £000 £o00 £000

Commitments oxpiiing in less than

ono year - 12 - 11
2-56 yoars - 26 - 24
More than 5 years 556 - 556 -
556 38 556 45

An agreement 1o leaso was entored into during January 1991 whereby a proportion of the
premises have been sublel at a rental of £148,000 por annum, which oxpired in January
1994. A new laaso has boen apreed ot o lowor rent, subject to completion of legnl
agrcoments,

Co-investment by direclors

During the year, Mossrs G R E Brooke, § W Gurran and G D Fairservice, who are all directors
of the company have invested in companies in which Candover Investments has also made
an invostmond.

Following tho amendment to the Stock Exchango yellow book these interests are now
coverod under the rules governing *Transactions with Related Parties” (“the rules”). In
view of the insignificant level of theso transactions by the above named directors, under the
rules, the fair and reasonable opinion of the Company’s audilors is no longer required.
Details of those investments are as follows:

Equity investinents in companies
®5 {ol « lass)

subscribod hehd by the
Class ol slyare in vear direclors
L %a
Gardner Morchant Group Converlible redeemable
Services Limited ordinary shares of 1p cach 849 0.02
*B* avdinary shares of 1p cach 124 0.02
Schweriner Schlossbrauverei
Breweries GmbH Share options 0.00 1.82
United Instrumentation Group  Gumulative converliblo
Limited participating preferred
ordinary sharcs of 10p each 158 0.24
MeBrides Limited Ordinary shares of 10p cacl 104 0.003
Druid Systems Limited Preforred ordivary shares of
10p each 196 0.26
Economic Insurance Holdings
Limited ‘A’ ordinary shares of 1p cach 504 0.15
Deferred ordinary shares of ip
each 5.0 0.15
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Maules e tEee Lagnene pol Statopeects — pasteneged

Note 22 ¢ontinued

Donmg the year o sobsidiaey compae adsanemd ool wnder the Coendover stalt on-
merstisent slivme and sseon Doket Tean seheme wean offiver ab the company, The
st ol L2043 remaine] pravable at 3190 December, 1093 (19492 00L,708]),

Reconciliation of oporating profit to net cash inflow from operating activities

1903 e

L7000 LU
Operating incone 3,294 4,076
[ecreasef (incre .o ue dablors 0457 (325)
(Decrease)fincrease in creditors {1,143) nl2
Tax on tranked fnvestment incomeo included within income
from UK gompanies (139) {183}
Depreciation 131 130
Profit on disposal of tangible fixed assots - {4)
Net cash inflow from operating activities 3,102 4,216
Analysis of changes in cash and cash equivalents during the year

1903 142

£'000 L7000
Balanco at 1st January 24,538 21,613
Net cash (outflow)/inflow (1,920) 2,925
Balance at 315t Decembor 22,618 24,538
Cash and cash equivalents

Curronl nssoet Cash at bank
investiwents and in hand Bank overdralts Total
L1000 £Lone L1000 £000

Balunce at 31st December, 1091 21,530 115 {32} 21,613
Change 2,804 84 RY 2,925
Balance at 31s1 December, 1982 24,334 204 - 24,538
Change {2,270) 350 - (1.920)
Balance at 31st Decembor, 1993 22,064 654 - 22,618

Post Balance Shect Events

Sinco the year ond Midlund Independent Newspapers has Hsted on the London Stock
Exchange on the 17th March, 1894, The Candover Group's investment is valued at
£5,002,000 ol the listing price which gives an uplift in value of £2,410,000 aver the original
eosl of £2,502,000 and a lurther uplift in value of £1,021,000 over the 31st Decomber, 1003
valuation, Furthermore, Partco Group PLC listed on 18th March, 1994 valuing Candover's
interest which was sold in the lisling, at £468.000 as against ils original cost of £198.000
giving a [urther gain of £63.000 over its 31st December, 1993 valuation and Inspe. Group
PLC will list on 30th March, 1994 at & valuation to the Candover Group of £903,000 giving
an uplift in value of £638,000 over the original cost of £265,000, and an uplift in value an
the 31st December, 1997 saluation of £216.000.

Keller Group is planning to list durbig April 1994
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Contingent liabilitics
There were no contingent Habilities at 31st December, 1995 o1 314t Decomber, 1992,

— = — e s mm m o m— m e e e e = nor B e RPN e

Other assals

Included in fixed assot investinents is the company’s investment as a Special Limited
Partnur in the Candover 1989 Fund. Arising from this Fund and due to two realisations
during the year to 31st December, 1992, the amount auritutable to the Company’s
investment is £4.4 million. However, given that this nmount, which is held in a separate
blocked account, will only be released once it has been certified that the internal rate of
return on or before the release dato on the Limited Partners' commitments exceeds the
proscribad rate, full eredit has nol been laken for the potential profits on thege realisations,
and the invostment has been Included at a valuation of £1,76 million, Following the listing
of Midland Independent Nowspapers PLG the amount atlributable to the Company's
investment, held in the blocked account, will increase by £3.1 million to £7.5 million,
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Bistribution of Investments

as ot t1st Dewcnmber, 1993

LIRS (UN Fngipue Armerpe as s fvaal 142 Tinal

l'\“ N ", [ v,
Mineral Extraction 1.52 — 1.2 314 3.64
(31 Integrated — —_ 162 1.62 2.03
Qil Exploration & Produclion 1.52 — —_ 1.52 1.61

General Manufacturers 20,65 3.80 294 27.45 36.75
Building Materials & Morchants 1.30 0,59 1.07 2,96 7.78
Building Gonstruction 5.23 — — 5.20 6.46
Chemicals 1.72 — — 1.72 0.72
Electronics & Electrical Equipment 2,12 - — 2,12 34z
Engineering — General 8.28 1.36 1.87 11.51 10.24
Engineering — Vehicles 2.00 1.91 — 3.91 8.23
Consumer Goods 5.55 — —_ 5.55 5.37
Wines, Spirils & Ciders 5.33 — — 5.33 5.09
Health Care 0.22 — — 0.22 0.28
Services 35.58 0.72 9.68 45.98 45,54
Distributors — 0.29 — 0.29 0.59
Leisure & Hotels 7.62 —_ —_ 7.62 9.76
Madia 9.68 — 1.08 10.76 10.58
Retailars -— Foaod 3.69 — —_ 3.69 0.80
Retailers — General 1.38 — — 1.38 1.64
Support Services 6.95 (.43 0.92 8.30 10,61
Transport 3.67 e 7.68 11.35 8.66
Other Sorvices & Businesses 2.59 —_ —_ 2.59 2.90
Financials 11,81 6.07 —— 17.38 8,70
Insurance 1.91 — — 1.41 1.31
Other Financial 9.90 6.07 — 15.97 7.39
Totals 75.11 10.65 14.12 100.00 100.00
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